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September 25 

Sugar production during the eleven 

months of the current season J 979-80 
was 3,883,000 tonnes against 5,839,000 
tonnes during the corresponding period 
last year. 

Iraqi warplanes bombed Teheran as 
lighting between the two countries in¬ 
tensified. 

King Khalid of Send! Arabia tele¬ 
phoned President Saddam Hussein of 
Iraq and affirmed Saudi support for 
Iraq in its conflict with Iran. 

The week-long Assam talks were 
adjourned till October 6 when the 
Government is expected to make its 
mind known on the demand of the agi- 
, tation leaders. 

September 26 

The United States and the Soviet 
‘ Union agreed,to remain neutral in the 
armed conflict between Iran and Iraq, 
the US Secretary of State, Mr Edmund 
Muskie, said after three-hour talks with 


Week 

the Soviet Foreign Minister, Mr Andrei 
Gromyko. 

India and Yugoslavia signed a long¬ 
term agreement (1981-85) for coopera¬ 
tion and to give a boost to their bila¬ 
teral trade. 

At the U nitod Nations in New York, 
the 40-nation Islamic conference met 
to agree on plans to mediate in the 
fighting between Iran and Iraq. 

September 27 

India decided to make a spot purchase 

of 300,000 tonnes of crude in the world 
market. The Government invited global 
tenders for it. 

The Government has raised the duty 

drawback rates for printing paper, 
advertising materials, textile yarn and 
thread twine, cord and rope made of 
spun yarn, playing cards, hides and 
skins and plywood panels. 
September 28 

The two-day national coaventioa of 
the Marxist-led six party combination 
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ended in Mew Delhi after giving a call 
for a united struggle, for the redre&sai 
of peoples grievances, 

The President, Mr Neefaun Sujffat 
Reddy, left for Moscow on a week-long 
State visit to the Soviet Union followed 
by a five-day visit to Bulgaria. 
September 29 

Two of India’s crude oil tankers 
loaded in the Persian Gulf, according 
to latest reports reaching New Delhi. 
And in the next forty-eight hours 
some more tankers may be loaded. 

Iran expects India, a leader of the 
non-aligned movement, “to play its 
role” in settling the dispute between 
the two warring oil nations. 

The Reserve Bank of India announced 
an upward revision of the rupee by 0)54 
percent in relation to pound sterling so 
as to give a middle rate of Rs 18.55 
per pound sterling compared with the 
existing rate of Rs 18.65. 

The US International Trade Commis¬ 
sion ruled that no subsidies are being, 
given by India on its textile exports' 
and therefore the countervailing duties 
imposed by the US on them are not 
justified. " 

October 1 

Armed police patrolling the curfew- 
bound town ofBolangir have been k&ked 
to shoot at sight anyone indulging in 
arson, looting and violence. 

The Soviet Union has agreed to make 
up the oil supplies to India disrupted 
by the Iran-Iraq conflict through alter¬ 
native means. 

October 2 

President Saajiva Reddy described his 

talks with Soviet counterpart Leonid,. 
Brezhnev as "cordial, characteristic of 
close relationship between the two 
countries". 

Nearly 50,000 opposition party, 
workers in Maharashtra courted arrest 
in the wake of the state-wide “satya- 
graha" launched by the six-party “Left 
and Democratic Front” in protest against 
rising prices and atrocities on women 
and weaker sections. 

Iranian President AboUunsan Bani- 
Sadr said that air force and airborne 
troops had begun a counter attack 
against Iraqi forces near the besieged' 
city of Khorramshahr. 
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Gulf Engulfed 


Simmering Middle East* West Asia or what you will, has a 
habit of coming to boil fast. So fast, indeed, that descriptions of 
developments, let alone predictions, also tend to become quickly 
out of date. Nevertheless, a fairly firm feature of the Iraq-lran 
war is that it has not encouraged any geo-political adventurism 
on the part of either the United States or the Soviet Union. 
Both super-powers obviously have their own differing reasons 
for wanting the Khomeini regime in Iran to be humbled or per¬ 
haps overthrown, although both must naturally differ sharply 
in their preferences relating to the political future of that coun¬ 
try. Nevertheless, neither of them could afford an error of judg¬ 
ment which could precipitate a direct military confrontation bet¬ 
ween them. Indeed, so wary are they that Moscow and Washing¬ 
ton may avoid even military assistance to one or the other of 
the combatants. Their common prayers must be that the war 
ends sooner rather than later, whether through a negotiated 
truqe or even through a unilateral cease-fire if one or the other 
of the warring countries feels that it has secured its limited 
strategic objectives. 

This does not mean that the lraq-lran clash is free of the 
risk of provoking a wider conflict. Saudi Arabia and the Gulf 
States are clearly concerned about the Strait of Hormuz con¬ 
tinuing to be completely hospitable to oil tankers. They have 
also expressed, although not aggressively, a degree of solidarity 
with Iraq. If Iran were to be rash enough or desperate enough 
to put into effect its threat to block the sea lanes of the Gulf, 
they may not only decide to come out in support of the Iraqi 
military operations but would also extend valuable moral and 
psychological justification for any military measures that the 
United States and its allies in Western Europe may decide to 
take for the purpose of keeping the Strait of Hormuz open to 
commerce. That the United States has contingency plans for 
this purpose is well known. The only question could be about 
the precise nature of the cirumstances in which Washington 
may feel compelled to activate those plans. The possibility that 
the USSR may view any such intervention on the part of the US 
as sufficient justification for its own entry into the arena is 
rather remote. As a realistic super-power it cannot but accept 
any American action intended to keep Gulf oil flowing as a 
legitimate exercise of authority or force by the other super-power 
when the latter’s vita! interests are threatened. There have in 
fact been discussions if not consultations between the Americans 
and the Russians and it would be surprising indeed if Moscow 
refused to be persuaded that limited naval action by the United 
States and its allies in the Gulf is not to be regarded as gran¬ 
ting Soviet military intervention in the region. 

Meanwhile, the successes so far scored by Iraq’s military 


initiatives have not exactly come as a surprise, although the 
territorial gains made by it may have been achieved faster than 
could have been predicted. What surprises is the strength or the 
sweep of the Iranian air strikes which have clearly wrought 
much destruction on Iraqi territory. There seems to be consider¬ 
able substance in the claims made by Teheran that Iranian 
people are determined to fight it out with their invading neigh¬ 
bour. Nevertheless, Ayatollah Khomeini and his advisers have 
much cause for concern. His bid to convert the hostilities into 
a Shiah-Sunni religious war in West Asia does not seem to have 
met with much success. The Ayatollah should find this failure 
all the more galling since President Sadaam Hussein of Iraq 
has been able to build a broad Arab front against him. The 
Khomeini regime indeed has been isolated from its neighbours 
in the region and it has very few friends left anywhere in the 
world. Israel's offer to equip Iran’s deficient arsenal with mili¬ 
tary hardware, provided it gives up its opposition to the Jewish 
State, only underlines with brutal emphasis Iran's alienation 
from much of the Islamic world. 

As if waiting for a cue, Egypt’s President Sadat has openly 
invited the United States to take advantage of the war in the 
Gulf region to ease out the Khomeini regime. This invitation 
stands no chance of being accepted for the simple reason that , 
Washington cannot but conclude that the prospects of the Gulf 
remaining open to navigation arc critically dependent on an 
agreed formula of super-power non-intervention, political 
or military, in current affairs in Iran. Even otherwise the 
Khomeini regime seems to have become all at once even 
more fragile than it had been all along. Barring a miracle Iran 
is unlikely to come out of a conflict with anything like military 
glory. The more mundane probability is that it may have to 
reconcile itself to losing more than face. A regime so heavily 
dependent on the charisma of an individual as the present set- 
upin Iran is is bound to bear the mark of such injury. It is not 
unlikely that the immediate consequence of this war will be the 
destabilization of the prevailing' political structure in Iran. 
Friends of that country must desire that this process i s not pro¬ 
longed and that the Iranian society and State restructure them¬ 
selves without adding to the trials and tribulations already 
undergone by its embattcred people. 

A larger world too has a right to its own expectations ' front 
the current development in the Gulf region. It ha s become morfj 
obvious than ever before that freedom of commerce and naviga*l 
tion through the Strait of Hormuz is a vitalinterest of all the oil 
exporting countries of the region as well as the oil impoiriml 
countries depending oh them for their access to ibis extreme!^ 
important source of energy* In the wake of the endihg of;tb<l 





[raq-Iran war it should Become the urgent Business of all these 
people and their Governments to organize the common concern 
of international authority for ensuring the free passage of all 
ships of all nations through the sea lanes of the Gulf. Such an 
arrangement could also provide un honourable solution for the 
rivalclaims of Iraq and Iran on the control of the Strait of 
Hormuz. By extending its cooperation to such an arrangement, 
the Soviet Union may participate with the United States in 


working out a detente for the West Asia region, which may 
cover other issues besides the freedom of commerce and 
navigation in the Gulf. This could be about the most useful 
global development in terms of easing the tension resulting 
from the Soviet presence in Afghanistan and, what is perhaps 
even more important, the orderly political evolution of Iran 
in the aftermath of the present war, without super-power 
interference with its sovereignty or internal affairs. 


Can Ordinances Ensure National Security? 


Laws have apparently become so divorced from justice in 
India that people believe they are more likely to be abused 
than used. It does not matter much which political party is 
in power, it is worth recalling that when Mr Charan Singh 
was Prime Minister, he issued an Ordinance providing for pre¬ 
ventive detention to check hoarding and blackmarketing. At 
that time Mrs Indira Gandhi,who led the Opposition, denounced 
it as a black law which would surely be misused for political 
purposes. Then came the elections, and Mrs Gandhi return¬ 
ed to power. She suddenly discovered that the ‘‘black law* 1 
had considerable merit, and asked Parliament to ratify it by 
legislation. At this point Mr Charan Singh and his cohorts, 
who had proposed the law in the first place, decided that it was 
indeed a black law which would be misused for political 
purposes, and discerned highly dictatorial tendencies in 
Mrs Gandhi’s espousal of the Bill. 

There can be no more eloquent comment on the state of 
politics today. The law is no longer seen as a device to 
bring about justice, but as a means to defraud the Constitution. 
A nice state of afTairs indeed, in what is supposed to be a 
democracy. Nobody pays much attention to the fact that 
neither Mr Charan Singh nor Mrs Gandhi arrested one another 
on charges of hoarding and blackmarketing, though they have 
accused each other in turn of being in league with sugar 
Ibriions, edible oil kings, and other sundry emperors who 
jappaicntly arc the real dispensers of the country’s destiny. 
,Each political party believes the worst of others, seeing in 
(them a reflection of itself. 

it is no surprise, therefore, that the Opposition parties 
avc raised a hue and cry over the latest Ordinances on 
National Security and the scope of bail* Many parties claim 
hat this is the start of a new Emergency, while others declare 
hat, contrary to appearances, the National Security Ordinance 
* even more dangerous potentially than bad old M1SA. By now 
m sounds distinctly like the parable of the boy who cried 
Wolf*', and the Opposition parties have therefore failed to 
&pture the headlines save in select newspapers which specialise 
i f 01 coasting that doom is nigh. 

# Of course, it is woith temcinbering that the parable ends 
5th a wolf actually appearing on the scene and carrying ofT 
U? sheep, it is conceivable that Mrs Gandhi will re-enact 
kesop’s fable in certain circumstances. But there is no evi- 
ence that the National Security Ordinance is the beginning 
►f the fable. A Government that is willing to abuse its powers 
ltd crack down on Opposition parties does not need yet 
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another ordinance. There are already preventive detention 
laws in force covering smugglers and blackmarketeers, not to 
mention separate detention laws in eight major States. These 
are more than enough to arm an unscrupulous Government 
Mrs Gandhi did not need MISA to declare an Emergency, nor 
does she need a National Security Ordinance to do so again. 
In view of her past record, it is not surprising that her 
opponents see dictatorial tendencies in every move site makes, 
even if it is only towards the bathroom. But it would be as wrong 
to assume that she is a born dictator as to imagine that she is a 
born democrat. As in an after-dinner sleep, she lingers on both* 
The chief criticism of the new Ordinance is not that it 
is the start of authoritarianism but that it is unlikely to be of 
any great use in tackling problems of national security. Tie 
earlier Ordinance has certainly not stopped blackmarketing or 
hoarding, not will the latest one stop communal riots. Instead 
of remedying its own ineptness in dealing with inflation and 
riots, the Government is pretending to have found solutions in 
draconian ordinances which it lacks the will or ability to 
implement, it seems clear that emergence of militant Moslem 
forces is due to the manner in which they have been pampered * 
by unscrupulous national parties in search of votes at any cost. 
The situation has been compounded by the quickfirc transfer 
of officials for political reasons, depriving loM administrations 
of continuity and experience. Until these basic defects are 
removed, there is no point in fiddling around with civil rights. 
If the Government is really willing to arrest all the communal 
elements on whom it has hitherto been relying to bring in 
votes, riots can be nipped in the bud, or at least prevented from 
spreading fast. And for this it does not need draconian laws 
—there are plenty of laws already in its armoury. 

The drift towards anarchy in many parts of the country is 
partly due to factors beyond the Government’s control, but the 
neo-fcudal culture being propagated by it is also responsible. 
In an atmosphere where persons are more important than 
principles, where objective criteria are pushed aside by cor¬ 
ruption and nepotism, where independent institutions are 
destroyed and replaced by a hierarchy of toadies, anarchy is 
an inevitable result. India has never been an easy country to 
govern. The sinews of the administration need to be strong to 
deal with the countless frictions which ucar holes in the fabric 
of the social structure. They cannot be strong in a system 
where the administration is reduced to a bunch of flatterers 
seeking promotion. In such a situation, mo number of ordi¬ 
nances will produce a Government that works. 
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A rrtR mote than a month of breath- 
**■ taking suspense, Mrs Indira Gandhi 
lias finally spilled the beans about the 
hand behind the recent communal riots— 
it is none other than the infamous RSS, 
she says. After all the talk of a foreign 
hand, this is rather puzzling. Have Maha¬ 
rashtrian Saraswat Brahmins taken over 
in Riyadh and Jeddah 7 Or is the RSS 
! she is referring to the national news 
agency of Nepal (Rahstriya Samvad 
Samili) ? It all fits into place. Nepal is 
id Hindu kingdom, indeed the only Hindu 
* nation in the world. It has an ex¬ 
tremely long border with Uttar Pradesh, 
the storm-centre of the riots, and it is 
{impossible to police the entire border. 
So doubtless journalists belonging to the 
{tashtriya Samvad Samiti infiltrated the 
ttntire State, strewing pieces of pork 
■dead and alive) wherever they went. 
This explains why Mr Gundu Rao has 
referred to journalists as curs who should 
irown themselves in the Arabian Sea or 
he Bay of Bengal. 

In her stirring address in Calcutta where 
>he finally revealed the role of the RSS, 
Mrs Gandhi unmasked another discovery 
—that the riots had taken place in pre¬ 
cisely those towns where the local eco- 
lomy was forging ahead, be it brassware 
n Moradabad or the lock industry in 
digarh. Clearly, she said, the elements 
ichind the riots wanted to weaken the 
conomy apart from sowing hate between 
indus and Muslims. It comes as a 
msidcrable surprise to learn that Uttar 
radesh is full of towns where the eco- 
omy is forging ahead. All reports so 
ir have suggested the very opposite—that 
te State continues to languish in back¬ 
wardness. Moradabad District itself is 
tastfied as a backward area. But, as the 
op singer Cliff Richards explained long 
!©» “A backward child is a forward 


child when she’s making love to me.” 

Mrs Gandhi accused the RSS and Jana 
Sangh of spreading false rumours about 
her. She claimed that a senior Jana Sangh 
leader had spread the story that she was 
so ill on Independence Day that she 
could not get up from bed. "But one 
thousand people see <ne every day right 
from early morning to night, and they 
know how my health is.” One must 
sympathise with Mrs Gandhi in this 
matter. Every victim of slander has a 
right to sympathy, and Mrs Gandhi 
qualifies as much as anybody else. But 
is this any reason to do unto the RSS as 
it has done unto her 7 Are false stories 
by the RSS to be answered with false 
stories about the RSS ? 

HPhe entire publicity maohine of the 
Government has till now been pro¬ 
claiming that the recent troubles were not 
Hindu-Muslim riots, but clashes between 
militant Muslim mobs and the police. 
Our External Affairs Ministry, echoed 
dutifully by our faithful press, has taken 
strong objection to Pakistan characte¬ 
rising these as communal riots. Yet now 
we have it on the authority of none other 
than the Prime Minister of India that the 
RSS and Jana Sangh were behind the 
riots. Indeed she has traced the problem 
to the desire of extremist Hindus to re¬ 
verse the growing prosperity of Muslims 
in the brass trade in Moradabad, the 
carpet trade in Bhiwani and so on. There 
can be no clearer statement than the 
riots were indeed Hindu-Muslim clashes, 
in which the overwhelming majority of 
those killed were Muslims, and in which 
the specific objective of the Hindus was 
to keep the Muslims in an economically 
backward condition. Every Pakistani 
newspaper can now carry the Prime 
Minister’s statement as proof positive that 
they have been right all along and it is 


the Indian External Affairs Ministry which 
has been lying. 

qPiiB trouble at Moradabad started with 

a pig, real or imaginary, invading the 
Idgah at prayer time. Assuming that the 
pig was let loose by the RSS, assuming 
even that the pig itself was a re-incarna¬ 
tion of an RSS trooper, how could that 
organisation have ensured that Muslims 
at the mosque would be armed to the 
teeth, or that they would kill half a dozen 
policemen on the spot ? How could the 
RSS have organised black flag marches by 
militant Muslims in a dozen cities ? How 
could the RSS have provided the thou¬ 
sands of bombs and firearms discovered 
in Muslim localities in 'house-to-house 
searches after the riots ? The outstand¬ 
ing feature of riots was not the presence 
of a pig at the Idgah but the fact that 
it spread like wildfire over an area of 
thousands of square kilometres. If a 
single provocation can spark off rioting, 
loot and arson by Muslims all over 
North India, does the fault lie with the 
provocation or with those who were 
provoked ? 

Communalism has an ugly face, whether 
Hindu or Muslim. Mrs Gandhi may 
find it politically convenient to pretend 
that communalism is a Hindu monopoly 
under the aegis of a managing agency 
called the RSS. But militant Muslims 
are as much of a curse as militant Hindus. 
There was a time when the Congress 
Party boasted moderate Muslims who 
used the party’s political clout to keep the 
mullahs at bay. But today every com¬ 
munal Muslim is wooed as a potential 
vote-getter. Mrs Gandhi need not look 
around fora foreign hand or an RSS 
hand. She just has to look at her own. 

Swamlnathan S. Aiyar 




Nutritional Economies of Dairy Husbandry in India 

A. R. Rao 


Most ot the livestock in India is raised 
on crop residues. This kind of farming 
system is essentially in tune with the 
ecosystem, where the population pres¬ 
sures (of both men and animals), poverty 
and the scarcity of arable land permit 
* extensive animal husbandry at low 
levels of productivity with wide distri¬ 
butions oflow income rather than inten¬ 
sive livestock production. However, in 
dairy production catering for urban mar¬ 
kets, additional feeds and fodders are 
also used to improve milk production 
and the consequent profits. 

In the country as a whole, most of the 
milk ts produced from non-descript cows 
and buffaloes, A little of this reaches the 
milk marketing system, but most of it is 
consumed at the rural household level. 
Superior Indian breeds of dairy cattle 
and buffaloes yield well, but invariably 
require additional feeds and fodders. 
Buffaloes, in particular, can be fed and 
managed intensively for higher profits. 
Very few animals of pure exotic breeds 
supply milk, but increasing numbers of 
cross-bred animals supply milk in more 
and more areas of the country. Cross¬ 
bred animals seem to be a major source 
of milk supply in Kerala, but it is not so 
in other parts of the country. Cross¬ 
bred cows can be fed improved rations 
with concentrates and cultivated fodders. 
At least in organised commercial units or 
Government dairy farms, crossbred ani¬ 
mals are also fed intensively to maxi¬ 
mise production and profits. 

Buff aloe's Contribution 

Notwithstanding the diverse types of 
dairy husbandry, most of the commercial 
supplies of milk are derived from 
buffaloes. Even marginal producers of 
milk from non-descript buffaloes seem 
to contribute some ol the milk collected 
by the various dairy corporations. Many 
raise their buffaloes (whatever their 


Mr Rao is Associate Professor, Department of 
Physiology and Pharmacology, College of 
Veterinary Scjeno|fc, Haryana Agricultural Uni¬ 
versity, Hissar. 


breed) on improved feeding conditions. 
Private milk suppliers of urban areas 
maintain good breeds of buffaloes 
(mainly Murrah) under systems of 
intensive care and feeding. 

In India, more than 1,6 million tonnes 
of the 24 million tonnes of milk in a year 
is from buffaloes, while the population of 
females above three years of age in buffa¬ 
loes is estimated at 25 million and cows 
50 million. Thus, an average buffalo 
is about four times as productive as an 
average cow. 

In Haryana, families of landless labour 
have as many cow* as buffaloes, but 
among landholders, buffaloes are twice 
as many as cows. This shows that when 
resources are available, farmers find 
buffaloes to be more profitable to keep. 
In this region, an average cow yields 1.04 
litres of milk per day and a buffalo, 2.14 
litres. 

Conversion Studies 

There have been several studies, mainly 
at the National Dairy Research Institute, 
Karnal, about the nutrient conversions in 
different types of dairy animals at varying 
levels of productivity and on different 
kinds of feeds and fodders. However, 
these are all confined to data obtained 
during the lactation of the animals. Buffa¬ 
loes consume more feed than cows but 
require only 10,000 kcal of energy to 
produce a litre of milk unlike the cows 
which require 15,000 kcal. Thus, the cost 
of feed per litre of milk is Rs 1.28 in the 
case of non-descript village buffaloes and 
Rs 1.76 in the case of non-descript village 
cows. Buffaloes have a slightly higher 
capacity to digest coarse fodders. High 
yielding cows use metabolisable energy 
better for milk production as compared 
to buffaloes (62% versus 47%. 
A high yielding cow can convert 
25-30 per cent of energy and 25 per cent 
of protein f|om feed to milk. A good 
average buffalo has an efficiency of 20 per 
cent conversion in the case of energy and 
15 per cent in the case of protein* Buffa¬ 
loes fed coarse fodders and other waste 
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products gave 35 per cent energy conver¬ 
sion and 26 per cent protein conversion 
while non-descript, low-yielding cows 
have an efficiency of converting energy 
and protein by only 4-6 per cent. 

Milk supplies in our country have to be 
from the best animals at high levels of 
feeding, to cater for the needs of the urban 
populations. Better animals on more of 
coarse fodders can also be added to supply 
lines of the Dairy Corporations to improve 
the incomes of the rural poor. The third 
category of low-producing cows or buffa¬ 
loes maintained on straws and crop 
wastes with little of edible inputs would 
be adequate for the supplies of milk to 
the rural households. 

FAO Findings 

In 1975, a mission of the LiN/FA(| 
World Food Programme had visited India! 
After a second visit in 1967 it produced J 
second interim evaluation of WFPassisrl 
ed project on milk marketing and dairl 
development. Among its findings, it hal 
tried to assess the impact of dairying oil 
the food supply situation. After consul 
tation with the different agencies il 
the country, it arrived at “informel 
estimates” of the life-time effects of cattB 
raising on the food balance of the com 
raunity. The mission emphasises thm 
these estimates are not based on act J 
data, because such have not been compl 
ed. The estimates are given in Table 1.1 

Indigenous non-descript cows, buffalo® 
and crossbred animals raised on: (a) crcB 
wastes with no additional fodders or col 
centrates (little care), (b) raised wil 
improved feeding pf cultivated foragl 
and concentrates, (improved care), tul 
(c) given all necessary care in manafl 
ment, high levels of forage and concern 
rate feeds, etc. (intensive care). They hal 
taken into consideration that when lal 
is used for fodder cultivation, drops B 
grains are lost from the communit® 
supplies, and so the dietary energy of 
grains. Similarly, about 20 per cent W 
coarse grains are used in concentrates 
they are also lost from the commqni^ 
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d supplied The output of tie dairy 
sbandry is thfc imilfc and its energy as 
II as the income accruing from it. The 
d balance of the society in terms of 
rgy are given in the last column. 

have re-evaluated these estimates in 
ail and given them in Table II. In 
stable the effects on the energy supplies 
supplemented by the effects on the 
re important component of animal 
duce, namely, protein. Proteins from 
erent sources and of various qualities 
in be adequately equated in terms of 
protein utilisation. So in these tables 
e|e protein of grains and milk are NPU- 
rrected for a true assessment of the 
jtritional effects of the different varieties 
dairy husbandry. The effect on the 

» ciety are shown as balance in the last 
ree columns. In Table III, the results 
the various types of management 
stems of dairy husbandry are summa- 
scd. The first item of profit consists of 
e figures estimated by the UN/FAO/ 
fFP. These take into account only the 
jsts of the feed, costs of cultivation and 
:>sts of animal management against the 
ice of milk. These estimates ignore 
c costs oT the animals (which will be 
»gh for the better producers), the costs 
Sr capital (interest), insurance of animals, 
■sprecialion on animals, other fixed costs. 


c. 


Actual Profits 


Thus, the actual profits will be much 
wer for expensive crossbreds or supe- 
or buffaloes. I was told that at the 
fDRl, Karnal, the profit per crossbred 
limal rarely reaches a level of Rs 700 
pr year. The second item of the table 
tows that intensive dairy husbandry 
sing crossbred animals causes enormous 
sses of edible energy to the community, 
hile intensive care of buffaloes would 
ve Some advantage. It is interesting 
note that non-descript buffaloes with 
tie extra feeding can be major contri- 
itors of dietary energy to the commu- 
ty, while dest cows on little care are not 
> good. This aspect has to be examined 
i depth because in ecological terms, if 
!JX Wnd of dairy husbandry can give 
tejor benefits to the community, it shows 
m validity of the conventional wisdom 
hercts have been raised with 



little regard to individual production, breeds of buffaloes may play a more 
Protein supplies are also highest with desirable role than crossbred animals, 
buffaloes maintained on intensive cafe Crossbred animat husbandry has been 
followed by crossbreds on intensive care, encouraged in this country mainly to in- 
These data suggest that for adequate crease the milk supplies quickly. How- 
profits and fairly intensive production with ever, the present appraisal shows that 
some advantages to the community, good crossbred anunuls may also have some 


Tablu I 

Estimates of Dairy Husbandry (FAO/WFP) 
INPUT 


Animal and 
management 

C 

a 

m 


Land 

Lost crop Concentrates 

?osts of Area 
mimal (Acre) 
anage- 
ment 

(Rs) 

Cost of Amounts 
cultiva¬ 
tion 
(Rs) 

Meal Kg 

Meal 

Cost 

(Rs) 

Indigenous cow 








(a) Little care 

0 

0 

0 

0 

0 0 

0 

0 

(b) Improved care 

0 

0.1 

150 

1U 

875 150 

62 

150 

Buffalo 







' , 

(a) Little care 

0 

0 

0 

0 

0 0 

0 

0 

(b) Improved care 

0 

0.1 

150 

IU 

875 200 

82 

200 

(c) Intensive care 

1150 

0.2 

300 

2U 

1750 1350 

557 

1350 

Crossbred 








(a) Improved care 

600 

0.1 

150 

1U 

875 450 

186 

450 

(b) Intensive care 

1000 

0.2 

300 

2U 

1750 1200 

496 

1200 

I Unit=150 leg wheat +100 kg rice. 









OUTPUT 





Animal and 

Costs of 

Average Milk 

Meal 

Gross 

Net 

Food 

management 

animal 


yield/Y 


Income Income balance 


management 


(kg) 


(Rs) 

(Rs) 

Meat 


(Rs) 







Indigenous cow 








(a) Little care 

0 


200 

135 

175 

175 

135 

(b) Improved care 

0 


475 

320 

713 

413 

-617 

Buffalo 








(a) Little care 

0 


450 

526 

900 

900 

526 

(b) Improved care 

0 


700 

820 

1500 

1150 

—137 

(c) Intensive care 

1150 


2500 

2625 

4600 

1800 

384 

Crossbred 




• 




(a) Improved care 

600 


1800 

1215 

2700 

1500 

154 

(b) Intensive care 

1000 


3000 

2025 

4500 

2000 

—226 


Source: UN/FAO World Food Programme. Second Interim Evaluation of WFP- ■/ 
assisted project India 618 “Milk Marketing and Dairy Development/’ 
March, 1975, FAO, Rome. 
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undesirable effects«on the food sullies among adult females, the growth irate is as worthy of development for «o$mercia 
of the population. much higher in buffaloes than in cows, dairying, the formers have been raisini 

It has been repeatedly observed in This shows that in spite of Government more and more of buffaloes and maintaiij 
succeeding censuses of livestock, that policies and in spite of neglect ofbuffaloes ing less and less of cows. The preseij 

study illustrates these trends in livestocj 
Table II population though these consideration 

Estimates Evaluated in Details were not part of the conscious efforts d 

INPUT the farmers. , 


- —-j n conc i us i on t j W pu|d suggest that 

Lost crops Concentrates may be worthwhile to examine life-tin 

-, --—-data of dairy animals from some organise 

Kg Meal Protein NPU- Kg Meal Protein NPU- farms for the total consumption of feed 
(kg) corrected (kg) corrected and fodders and their milk yields, 

protein protein 

(kg) (kg) Table hi 


Desi cow 




(a) Little care 

0 

0 

0 

(b) Improved care 

1U* 

857 

24.9 

Crossbred 




(a) Improved care 

JU 

857 

24.9 

(b) Intensive care 

2U 

1714 

49.8 

Buffalo 




(a) Little care 

0 

0 

0 

(b) Improved care 

1U 

857 

24.9 

(C) Intensive care 

2U 

17J4 

49.8 


Desi cow 




(a) Little care 

200 

135 

6.4 

(b) Improved care 

475 

319 

15.2 

Crossbred 




(a) Improved care 

1800 

1206 

57.6 

(b) Intensive care 

3000 

2010 

96.0 

Buffalo 




(a) Little care 

450 

527 

19.4 

(b) Improved care 

700 

819 

30.1 

(c) Intensive care 

2500 

2925 

107.5 


0 

0 

0 

0 

0 

14.9 

150 

103 

3.3 

1.7 

14.9 

450 

308 

10.0 

5.1 

29.8 

1200 

821 

26.6 

13.6 

0 

0 

0 

0 

0 

14.9 

200 

137 

4.4 

2.3 

29.8 

1350 

923 

30.0 

15.3 


5-2 

+ 135 

+ 6.4 

+ 5.2 

12.4 

-641 

—13.0 

— 4.2 

47.0 

+ 41 

+22.7 

+27.0 

78.3 

—525 

+ 19.6 

+34.9 

15.7 

+527 

+ 19.4 

+ 15.7 

24.8 

—175 

+ 0.8 

+ 7.2 

87.1 

+288 

+27.7 

+ 4.2 


Result of Management System 


Profit (Rs/Y)* 


Crossbred, Intensive care 

200fj 

Buffaloes, Intensive care 

180i 

Crossbred, Improved care 

15(X 

Buffaloes, Improved care 

1151 

Buffaloes, Little care 

90 

Cow, Improved care 

4i: 

Cow, Little care 

17! 

Energy (Mcal/Y) 


Buffaloes, Little care 

52 

Buffaloes, Incentive care 

28 

Cow, Little care 

13 

Crossbred, Improved care 

4 

Buffaloes, Improved care 

—17 

Crossbred, Intensive care 

—52 

Cow, Improved care 

—64 

NPU-corrected Protein (kg/Y) 


Buffaloes. Intensive care 

87. 

Crossbred, Intensive care 

78; 

Crossbred, Improved care 

47J 

Buffaloes, Improved care 

24, 

Buffaloes, Little care 

15. 

Cow, Improved care 

12, 

Cow, Little care 

5.. 


♦As estimated by UN/FAO/WFP. Do n< 
take into account the costs of the animals, ih 
costs of capital (interest), insurance* depreefrtio 
on animals, other fixed costs, etc. The aciui 
profits will be much lower for expensive cros 
breds or buffaloes. 

In an all India coordinated research project t 
determine the economics of milk products 
(1972-76) sponsored by the ICAR, the profi! 
ability of buffaloes was found to bc fts gpod a 
that of crossbred cows* 


Cow milk per kg has 670 kcal and 32 g protein (NPU, SI.6); Buffalo milk per 
kg has H70 kcal and 43 g protein (NPU, SI); Nutrient data fromICMR 
and FAD Publications, 


*1 Unit—150 kg wheat (512 Mcal4*18.1 kg Protein — NPU, 56.0) 

(0.1 acre land)+(100 kg Rice) (345 Mcal + 6.8 kg Protein — NPU, 70.2) 

Total: 857 Meal 24.2 Kg. 

Concentrates contain 20 % maize which per kg has 3420 kcal ancl III g protein 
(NPU, 51J) Nutrient data from 1CMR and FAO publications. 

OUTPUT 



Output (Milk) 

Balance 


Kg Meal Protein NPU- Meal 
(kg) corrected 

(kg) 

Protein 

(kg) 

NPU- 

corrected 

(kg) 
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Economic Analysis 


Rural Poverty on the Increase 


Poverty and prosperity are compara¬ 
tive concepts. No doubt the average 
Indian villager today lives a better life 
than did the primitive man, but the 
comparison to be : relevant, should be 
made not with the past but with the 
contemporary, within and outside the 
country. If that comparison is made, 
it would be evident that an average 
villager ekes out an existence which is 
sub-human, according to present day 
standards. The NDP generated in 
agriculture during the year of 
J975-76, according to the National 
Accounts Statistics published by the 
Central Statistical Organisation, was 
Rs 25,868 crorcs. In that year, the 
population dependent on agriculture 
was 422.8 million. Thus, the average 
annual income per capita of those 
who were dependent on agriculture 
was only Rs 611.80 (approximately 
US 876.00). If the agriculturists in 
India are considered as one nation, 
they would still constitute the second 
largest nation in the world, with a per 
capita income which would be the 
lowest among the 125 nations of the 
world for which per capita incomes 
arc recorded in the World Bank Atlas, 
the lowest being for Bhutan -US 
$80.00. That is the measure of po¬ 
verty of agriculturists in India. 

A recent study about household 
incomes, which throws light on rural 
and urban incomes and disparities in 
the two sectors, is the one made by 
the National Council for Applied 
Economic Research. Their report on 
“Household Incomes and Their Dis¬ 
position” for the agricultural year 
July 1975—June 1976, presents a 
comprehensive analysis and distri¬ 
bution of income, wealth and savings 
of the household sector in the coun- 


B. P. Singh (M.P.) 

try, both in the urban and rural areas. 
Their findings, with regard to house¬ 
hold income, by income class, are 
given in Table 1. 

From this it can be seen that only 
4.95 per cent (less than one in twenty) 
rural households had an annual 
income of Rs 10,000 and above and 
their share in the total income was 
20,7 per cent (or just above a fifth), 
whereas 17.61 per cent (more than one 
sixth) urban households had an an¬ 
nual income of above Rs 10,000 and 
their share in the total urban income 
was 46.1 per cent (or nearly one half). 
Recently, all incomes below Rs 12,000 
a year have been exempted from in¬ 
come tax. That explains why rural 
India does not contribute to direct 
taxes in proportion to its size. How¬ 
ever, if we look at the composition of 
income by income ranges, much of the 
income in the high income range, 
even in rural areas, is derived from 
non-agricultural pursuits. The findings 
of the NCERT in this regard are 
presented in Table If. In the income 
ranges of over Rs 30,000 per annum 
in rural areas, only 40 per cent of the 
income was derived from agriculture 
and the rest—a major portion—from 
business, salaries, etc. From this it 
follows that the few in villages who 
appear to be rich derive the major 
portion of their incomes not so much 
from land as from business, salaries, 
pension or other sources. 

Some of the findings of the study 
arc as follows: 

1. Ninetyfive per cent of the house¬ 
holds in the lowest income groups of 
up to Rs 1,200 per annum—who can 
rightly be called destitutes — were in the 
rural sector. The remaining 4.2 per cent 
of the destitutes were in the cities, 


mostly the overflow from the villages 
to the cities. 

2. Of the rural households, 77 per 
cent, i.e. more than three out of every 
four households had an annual income 
of Rs 4,800 or less, while the propor¬ 
tion of urban households with incomes 
below this level was only 47 per cent 
(or less than one half their total). 

3. The average income of an urban 
household was Rs 7,074 or 1,8 times 
that of an average rural household of 
only Rs 3,390. 

4. The number of households with 
an annual income of over Rs 30,000 
in the urban sector was 318,000 i.e. 
1.5 per cent of the total number of 
urban households and their share in 
the total urban income was one-tenth 
(10 per cent) per contra; in the rural 
sector, the number of households with 
an annual income of above Rs 30,000 
was 158,000— constituting barely 0 2 
per cent of the total number of rural 
households—and they enjoyed a mere 
2.4 per cent (less than one-fortieth) of 
the total rural income. From this it 
follows that the proportion of rich in 
the urban society is 7.5 times that in 
the rural society, and that the rich 
so defined in the urban areas also 
manage to corner a much larger pro¬ 
portion of that sector’s aggregate 
income—more than four times the 
share of the rural rich in the total 
rural incomes. 

5. The average income of the top¬ 
most one per cent of the ‘rich* house¬ 
holds in the rural areas was Rs 28,200, 
whereas the ’richest* one per cent of the 
households in the urban areas had an 
average income of nearly twice as 
much Rs 55,163. 

The most alarming feature of income 
distribution is that the disparity bet* 
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trees die rural and urban incomes is 
not only very wide but also further 
widening. Income transfer from villages 
to towns and cities, through price twists 
that have been going on fora long 
time, can be vividly demonstrated by 
analysing the figures of national income 
by sectors for the last five years 
recently published (February 1980) 
by the Central Statistical Organisa¬ 
tion. The analysis is presented in 
Table III. 

From the data presented, it can be 
seen that within a short period of five 
years, the share of agriculture in the 
total NDP (at current prices) fell from 
48.9 per cent (nearly half) in 1973-74 
to 38.6 per cent (nearly three-eighths) 
in 1978-79 and that the per capita 
income of agriculturists also fell during 
the same period from 42.6 per cent to 
a low of 27 per cent (or about one- 
fourth) and this kind of decline has 
taken place in the year of record 
agricultural production. In absolute 
terms, the per capita income (at 
current prices) of agricultural workers 
rose by only 10.8 per cent from Rs 
623.90 to Rs 691.40 during the five- 
year period from 1973-74 to 1978-79, 
whereas during the same period the . 
per capita income of the non-agricul¬ 
turists rose by 75 per cent from 
Rs 1,466 to Rs 2,568. If wc take 
note of the fact that between 1973-74 
and 1978-79 the genera) index (1970-71 
•=100) of wholesale prices rose by 
33 per cent from 139.7 to 185.7, it 
will be evident that, in terms of pur¬ 
chasing power, agriculturists were 
much worse off than they were five 
years previously. This has happened 
in spite of an increase of 22.8 per cent 
in agricultural production during the 
same period. 

The same conclusion can be drawn 
from another set of data provided by 
Dr M.S. Swaminatban in his paper 
“Performance and Potential of Indian 
Agriculture”. He has given figures 
of NDP per hectare and NDP per 
worker engaged in agriculture for rite 


years 1970-71 and 1975-76. These 
figures are quoted below: 

(Rs) Percentage 
increase 



NDP/hectare 


1970-71 

1,165 


1975-76 

1,782 

53 


NOP/worker 


1970-71 

1,318 


1975-76 

1,829 

39 



If we take into account the rise of 
73 per cent in the price of commodi¬ 
ties during the five year period 1970- 
71 to 1975-76, we find that in real 
terms, i.e., at constant 1970-71 prices, 
the NDP/hectarc and ND P/worker 
had declined in 1975-76 as shown 
below: 


Item 

1970-71 

1975-76 Percentage 


(Rs) 

(Rs) 

decrease 

NDP / 
hectare 

1,165 

1,030.06 

11.6 

NDP/ 

worker 

1,318 

1,057.23 

19.8 


These reductions in real income have 
taken place in spite of agricultural 


production having gone up by 12.4 per 
cent in the five-year period. 

The NCAER study mentioned earlier 
has revealed much greater inequalities 
in the distribution of wealth among 
urban households than in rural house¬ 
holds. The wealthiest one per cent 
of families in towns and cities control 
20.07 per cent of the total urban 
wealth whereas the wealthiest one per 
cent families in rural areas control 
only 13 per cent—a little over one- 
eighth of the total wealth. Quite 
often the land ownership pattern 
revealed by the Agricultural Census of 
1970-71 is quoted to highlight the 
inequality io the countryside. Ac¬ 
cording to this report, “Large holdings 
of 10 hectares or above, constituting 
just four per cent of the total number of 
holdings, account for 30 per cent of 
the total land under operational hold¬ 
ings in the country. But the inequality 
in the urban sector is much worse. 
Four per cent of the wealthiest house¬ 
holds in cities control nearly 42 per 
cent of the total urban wealth, ac¬ 
cording to the NCAER (Table IV). 

The disparity in incomes and wealth 


Table I 

Share in Household Income by Income Class 


Yfuvttrift r/inap 

Percentage of Households Percentage Share in Income 

(Rupees) 

Rural 

Urban 

Rural 

Urban 

Upto 1,200 

8.31 


1.33 

2.0 

0.2 


1,200- 2,400 

29.81 


11.55 

13.8 

3.0 


2,401— 3,600 

24.24 


18.08 

18.3 

7.6 


3,601— 4,800 

14.60 


16.28 

15.4 

9.5 


4,801— 6,000 

9.19 


13.78 

12.6 

10.4 


6,001— 7,500 

5.00 


10.13 

8.6 

9.7 


7,501-10.000 

3.90 


11.23 

8.7 

13.5 


10,001-15,000 

2.97'l 

8.62' 

1 9.2'I 

14.6'] 


15,001—20,000 

1.04 


4.20 

i 4.5 | 

10.2 


20,001—25,000 

0.49 j 

*4.95 

; 2.07 

r 17.6 2.8 1.20.7 

6.6! 

”46.1 

25,001-30,000 

0.25 J 


1.22 | 

1.8 I 

4.7; 


Above 30,000 

0.20J 


1.50 J 

2.4j 

10.0j 


All incomes 

100.00 


100.00 

100.00 

100.0 



Source : Household Income & Its Disposition (January 1980) by NCAER, 


p.89. | 
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$ is also reflected in the social amenities 
available in the rural and urban 
sectors. For instance, in 1971, the 
rural literacy rate was 23 per cent 
against 52 per cent for the urban 
areas. Less than a third of the allo¬ 
pathic doctors serve the rural popu¬ 
lation, who constitute 80 per cent of 


Income range 



Composition of 


Agriculture 


the population. This means that in 
respect of availability, of the services 
of allopathic doctors the urban people 
are eight to nine times better off than 
the rural masses. According to a 
sample survey conducted by the NSS, 
the minimum fee charged by these 
doctors per visit was at least 50 per 

Table II 

of Income by Income Range in Rural and 


cent higher in rural areas than in 
urban areas. In fact, doctors are 
beyond the reach of the poor who are, 
therefore, forced to depend either on 
charitable dispensaries or quacks. 

However, only three per cent of the 
villages have charitable dispensaries 
within five kilometres. Less than 20 


Business 


Salary 


Urban Areas 


Wages 


Others 



Negl =negligible U = Urban - R=Rural 

Source : Household Income and its Disposition (January 1980) by NCAER, p94. 

Table III 

Widening Disparity Between Per Capita Incomes of Agriculturists & Non-Agriculturists 



'4 

50,749 

25,284 

(49.8) 

25,461 

(50.2) 

405.3 1 

r 5 

59,374 

27,273 

(49.5) 

32,101 

(54.1) 

413.7 1 

6 

61,899 

25,868 

(41.8) 

36,031 

(58.2) 

422.8 1 

7 

67,120 

26,692 

(39.8) 

40.482 

(60.2) 

431.2 11 

'8 

75,058 

30,359 

(40.4) 

44,699 

(59.6) 

440.3 11 

'9 

80,354 

31,023 

(38.6) 

49*331 

(61.4) 

448.7 11 


623.8 
(42.6) 
659.2 
(36.4) 

611.8 
(30.8) 
619.0 
(28.3) 

689.5 
(29.1) 
691.4 
(27.0) 


1,466.0 

1.810.5 

1.988.5 

2.187.7 

2.368.8 
2,565.3 


Figures in brackets in columns (3) and (4) denote the percentage contribution of the sector to the total NDP of the 
relevant year. 

Figures in brackets in column (7) express the income per capita of the agriculturists as a percentage of that of the 
non-agriculturists in the relevant year. 
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tier ceot of the villages have a Family 
Planning Clinic within a distance of 
live kilometres as agninst 93 per cent of 
the towns. Over one quarter of the 
villages have no drinking water supply 
within their own boundaries although 
the Villages were reasonably well pro* 

■ vided with respect to postal and 
! telegraph service.—nearly two thirds 
of the villages have postal facilities 
within five kilometres. However, villages 
are poorly provided with facilities for 
cold storage and fertiliser depots— 
fewer than three per cent of the villages 
have cold storage facilities within five 
kilometres and only 19 per cent have 
fertiliser depots. By early 1977, only 
one-third of the villages in India had 
electricity. 

One of the surest ways of knowing 
the living conditions of different 
nations or communities is to compare 
their death rale per thousand of 
population and life expectancy at 
btiih. If this comparison is made 
between rural and utban India, wc 
find that the deaths per thousand in 
villages is neatly twice as much as in 
cities (16:9) and that the villagers, 
on an average, live 10 years less than 
their city counterparts. 

Expectation of I.ifc at Birth-1976 
in India 


Rural 

Urban 


Female 

48.43 

59.10 


A few questions arise at this stage: 
Is the extreme poverty of agriculturists 
in India due to natural causes? Is the 
climatic condition unsuited for crop 
production? Is there scarcity of 
water for irrigation of our fields? Do 
wc lack technology for higher crop 
production ? Are our agriculturists in¬ 
capable of learning new techniques of 
production ? The reply to all these 
questions is NO. We have vast stretches 
of very fertile land, abundant sunshine 
and water, we dp not lack in techno¬ 
logy, nor are our farmers incapable 


of utilising the technology, except on 
account of crushing poverty. 

All experts arc agreed on one point: 
that there is a vast potential for agri¬ 
cultural growth which remtins unrea¬ 
lised primarily because our resources 
remain under-developed and unutilised. 
Application of inputs is minimal be¬ 
cause the average agriculturist is al¬ 
ways in a quandary as to whether, out 
of the small sum of money that he 
gets, he should purchase improved 
seeds, fertilisers and insecticides or a 
sari to replace the tattered one his 
wife is wearing, pay the tuition fee for 
his son or meet some other urgent 
family expenses. 

Regarding the potential of Indian 
agriculture. Dr M.S. Swaminathan, 
Member of the Planning Commission, 
has said in a paper read at the semi¬ 
nar in Bangalore organised by the 
Leslie Sawhny Programme on “Indian 
Agricultrue—Its Potential and Per¬ 
formance": 

“In India, our water resources, both 


surface and underground, can enable 
us to irrigate 113.33 million hectares 
but irrigation has so far been ex¬ 
tended only over 55.01 million hec¬ 
tares The present intensity of culti¬ 
vation is 1.2 Even on irrigated land 
it comes to u > more than 1.25, indi¬ 
cating a gross uuder-utilisation of irri¬ 
gated land and perhaps irrigation po¬ 
tential. Technically, it should not 
be difficult to achieve an intensity of 
at least 2.0. Fertiliser consumption 
presently stands at 26 kilograms/hectare 
which is extremely low as compared 
with countries like Japan, where it is 
300 kilograms/hectare. At present, 67 
per cent of the area under cereals still 
remains to be brought under high- 
yielding varieties. Because of their 
meagre resources, farmers, especially 
the small and marginal ones, naturally 
find it difficult to meet the finance 
needed for use of modem inputs in 
agriculture, it is here that the institu¬ 
tional credit emerges as a key factor, 
It may, however, be pointed out that 


Tabu |V 

Household Wealth by Percentile Groups 


RURAL 


URBAN 


Wealth 

pcroenttle 

(%) 

Bottom 5 
5-10 
10—20 
20—30 
30-40 
40—50 
50—60 
60-70 
70-80 
80—90 
90-95 

96 

97 

98 

99 

too 


Per cent 
share in 
wealth 


0.03 
0.13 
0 61 
1.34 
2.38 
3,75 
5.66 
8.02 
11.60 
18.25 
14.98 
4.13 
4.52’ 
5.15 
6.33 
13.12, 


Average 

household 

wealth 

(Rs) 

125 

468 

1,091 

2,411 

4,280 

6.742 

10.162 

14,419 

20,846 

32,786 

54,408 

74,159 

81,127 

92,564 

113,783 

235,661 


Per cent 
share in 
wealth 


0.01 
024 
0.52 
0.83 
1.65 
3 13 
5.29 
9.37 
16.59 
16.08 
4.40 

5 44’] 

6 881 
9.50 ( 

20 07J 


Average 
household 
wealth 
<Rs)_ 

23 
300 
625 
1,038 
2,052 
3,894 
6,591 
11,664 
20,658 
40,278 
54,778 
67,717 
1.89 85.661 
118,321 
240,918 


Source : Household Income and Its Disposition (January 1980) t 
by NCAER, p.128 | 
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the level of institutional finance so far 
conies to no more than F s 140 per 
hectare, which is admittedly too small. 
All point to the vast untapped poten¬ 
tial which remains to be exploited for 
increasing agricultural output.” 

In order to assess the feasible poten¬ 
tial for increasing our production 
capacity, it is appropriate to compare 
the existing crop yields with those 
obtained on National Demonstration 
Plots. These yields are well within 
the reach provided the necessary in¬ 
frastructure is created and inputs are 
made available, along with transfer of 
technology to producers. A compari¬ 
son of yields on NDP and the average 
yield in various States shows that 
there exists tremendous potentiality to 
increase yields of crops, though the 
yield potential differs from State to 
State. For instance, it is quite feasible 
to increase the yield of paddy by 1.24 
to 3.5 times. Similarly, depending 
upon the State, wheat production can 
be increased by 1.6 to 4 times the pre¬ 


: 

X 

X 

X 


sent level. For bajra, the ratio varies 
from 1.72 to 2.S0. In the case of 
maize it varies from 1.44 to 5.23 
and for jowar, the potential varies 
from 1.07 to 3.95 times the existing 
level. An effective extension service, 
supported by adequate timely inputs 
and necessary infrastructure, can cer¬ 
tainly at least double our annual pro¬ 
duction capacity. 

Another expert, Dr C.H. Shah, has 
attempted to project crop production 
to 2000 AD. Dr Shah makes three 
sets of projections: Projection 1 is 
based on the observed trends in Indian 
agriculture; in Projection II, irrigation 
is assumed to have expanded to its 
maximum potential; and in Projection 
III, technological improvements are 
super-imposed on Projection II. The 
projections of output are summarised 
in the table alongside. 

According to the National Commis¬ 
sion on Agriculture, the domestic de¬ 
mand for foodgrains in 2000 AD will 


Table V 

Plan Outlays by Heads of Development by Centre, States and Union 
Territories—Percentage Distribution 


I 

t 

X 

t 

l 


Period/Year 

♦Rural 

sector 

Industry 

& 

minerals 

Power 

Transport 

& 

communi¬ 

cations 

Education 

& 

social 

welfare 

Third Plan 
(1961-66) 

23.3 

20.1 

14.6 

24.6 

17.6 

Annual Plans 
(1966-69 

25.7 

22.8 

18.3 

18.5 

14.7 

Fourth Plan 
(1969-74) 

24.8 

18.2 

18.6 

19.5 

18.9 

Fifth Plan 
(1974-75) 

20.9 

22.4 

18.8 

21.9 ‘ 

16.0 

1975-76 

20.2 

25.3 

19.3 

19.2 

16.0 

1976-77 

22.3 

25.6 

18.7 

16.2 

17.2 

1977-78 

25.9 

22.7 

18.4 

15.9 

17.1 

1978-79 

28.4 

19.6 

18.5 

15.2 

18.3 

(Anticipated) 
1979-80 (Outlay) 

26.7 

20.2 

19.4 

17.0 

16.7 

1980-81 (Outlay) 

26.8 

21.7 

18.6 

16.5 

16.4 


* Includes (i) Agriculture and allied sectors, (ii) Irrigation and flood control 
and (iil) Village and small industries. 


be 205 or 225 million tonnes, depend¬ 
ing on whether our consumption is low 
or high. 

In spite of the immense potential of 
Indian agriculture, its growth is stunt¬ 
ed and, due to that, not only the rural 
people remain poor, but India as a 
whole is amongst the poorest 14 coun¬ 
tries of the world, according to the 1976 
World Bank Atlas. 


(In million tonnes) 


Crop group 


Projec¬ 
tion I 


Projec¬ 
tion II 


Projec¬ 
tion 111 


Cereals 

Pulses 

Foodgrains 


174.5 
12.1 

186.6 


223.0 

10.2 

233.2 


339.2 

20.2 

359.4 


It is quite ofteu assumed that rural 
poverty is mainly due to dominance 
or exploitation by a few rich ones in 
villages. No doubt there are some in 
villages who are better off and some¬ 
times they do take advantage of their 
better standing in society. But their 
number is very small, their influence is 
minimal and their effectiveness is not 
due to any weakness in law but due to 
general laxity in its enforcement. They 
are no better or no worse than the 
“clever ones” in all walks of life. On 
the other hand, in a very large number 
of villages, there will not be found a 
single land holder who can be called 
dominant or rich. If the theory of 
exploitation within the rural society 
had been true, then in those villages 
where there are no large land holders, 
people would have been relatively 
better off. But that is not so. There¬ 
fore, instead of trying to chase the 
ghost of exploitation within the rural 
society, it would be more fruitful to 
identify the real ones. 

The cause of rural poverty is to be 
found in the relationship which exists 
between the urban and rural societies. 
The relationship is that of the exploiter 
and the exploited. This relationship is 
evident in the allocation of funds for 
development; in pricing and trade po- 
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Holes, in distribution of available 
credit, power, diesel, cement, coal and 
other necessary ingredients for progress 
and prosperity. Let us taken quick 
look at the raw deal that the rural sec* 
tor has been accorded. 

The percentage distribution of plan 
outlay by heads of development by the 
Centre, States and Union Territories is 
given in Table V, It can be seen that 
agriculture, which supports 70 per cent 
of the population in the country, con¬ 
tributes nearly 45 per cent to the 
national income and also provides raw 
material for 50 per cent of the country’s 
exports, has never been allocated even 
30 per cent of the total plan outlay, 
whereas industry and mining, which 
together provide employment to no 
more than 10 per cent of the work 
force, and contribute only about 18 
per cent to the national income, get 
nearly the same amount. The third 
largest investment in the public sector 
is on generation and distribution of 
power. But, if we take into account 
that more than 85 per cent of the 
power generated in the country is con¬ 
sumed in cities only, it will become 
evident that the main beneficiary of the 
planning process has been the urban 
society. 

The price of any commodity is deter¬ 
mined not only by the demand and sup¬ 
ply situation prevailing in the country 
in respect of that commodity but also 
by the protection that it receives from 
foreign competition and the credit that 
is available against its pledged stocks 
in warehouses. The facility of ware¬ 
housing is almost non-existent as far as 
agriculturists are concerned. Their 
economic condition also being poor, 
they cannot hold back their stocks for 
any length of time after the harvest. 
Added to these handicaps is the ex¬ 
posure to competition from foreign 


the carryovers of past heavy imports. 
Farm products have often been import¬ 
ed at a high cost to the national ex¬ 
chequer merely to keep agricultural 
prices unduly depressed. Recent exam¬ 
ple of such au import is that of viscose 
fibre which had hit the cotton growers 
of this country, Import of viscose was 
not at an necessary as our domestic 
production of fibres was more than 
adequate to meet our requirements 
and yet the import was made which 
brought down the price index of raw 
cotton from <213 in May 1977 to 165.6 
in October 1978, a decline of 22.6 per 
cent. Similarly, through heavy imports 
prices of vegetable oils have been un¬ 
duly depressed compared to the general 
price level. 

Agriculture has'Suffered not only 
from indiscriminate imports but also 
from the attitude of neglect, apathy 
and even hostility towards developing 
exports of farm products. Mr G.V.K. 
Rao, former Secretary to the Ministry 
of Agriculture, in his report on the 
potential of farm products has said: 
“Exporters have reported opportunities 
in international markets but the 
Government has allowed or disallowed 
export of farm products on the consi¬ 
deration of domestic availability and 
domestic prices. In short, we have 
not had an independent export policy 


for farm products. We have a domestic 
policy for agricultural production and 
pricing, and the export policy has 
been derived from it. The real criti¬ 
cism is not that we have given supre¬ 
macy to domestic availability and price 
but that our expot i policy has been 
ad hoc, short term and a mere reaction 
to situations. We could have served 
both the interests of domestic con¬ 
sumers and exporters better if we had 
a larger perspective and a consistent 
approach. The step-motherly treat¬ 
ment of agriculturists will be evident 
from the fact that while hundreds of 
crores of rupees are given away as 
export subsidies for export of non- 
agricuitura! products, the agriculturists 
are prevented from getting the advan¬ 
tage of foreign markets cither by im¬ 
position of export duties or channel¬ 
ling the exports through public sector 
agencies, to enable them to make up 
the losses that they usually incur in 
their domestic operations. It is rarely 
that profits from exports have accrued 
to producers.” 

Increase in production, disregard of 
the principles of parity in fixation of 
support prices, inadequacy of storage 
and marketing facilities, denial of cre¬ 
dit against stocks of foodgrains, un¬ 
necessary imports, hesitant decisions 
on export of farm products and the 
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At his Press Conference last Saturday, and again Port Arthur with strategic openings into her terri** 

at an impressive speech on the occasion of Gandhi tory elsewhere. Whether in fact either China 

Jayanti on Monday, the Prime Minister drew or the USSR will proceed militarily is not easy 

attention to the danger of the extension of hosti- to prophesy, hut there is no reason to doubt that 

litics which has now arisen with the crossing of a grave issue hangs befoie the nations of the 

the 38th parallel in Korea. There is no doubt world. Can the end c»f a United Korea be set up 

that the crossing of the parallel, unimportant as by the cessation of military action and recourse 

„„„„„ it may look in geography, will have politics Ire- to diplomatic means. 

1 * , ‘ F . Y 15 percussions both in Peking and Moscow. As if 

producers who have the advantage of to anticipate action, the Chinese Prime Minister, It is presumably the view of the Prime Minister 
economv Of «ir* and nvnilahilitv a f Mr. Chou En-lai made a statement in Peking that some considerable hope attaches to a new 

* , ; * 2 ^ aVa ^ 0 which must be interpreted to mean that his Go- peace offensive. And we arc not so happily 

agricultural inputs at much cheaper vernment will not remain neutral if the UN placed otherwise that wc can afford to ignore an 

rafeei than those nrevalent in India Tt forces proceed to occupy North Korea* There instrument which holds out hope even if it is 

raw inan inose prevalent m mam. « for believing, too, that the USSR slight. And now that the suggestion has been 

snouia not be lost Sight 01 that most of is equally concerned to prevent unfriendly made, there will be quite powerful support for it 
the huge foodgrain stocks at present f° rce& fro® appearing so close to her base at ivrcspective of its chances of success. 

held by the Government of Indie are ■, . ■ . , 
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irrational stand usually taken that, 
to check inflation, agricultural prices 
must be kept subdued even if £ho$c are 
already at a much lower level than 
those of other commodities, have all 
combined to keep the agricultural 
prices unduly depressed when other 
prices have risen steeply and are still 
rising. 

The disparity between prices received 
and prices paid by the farmers is- evident 
from the figures m Table Vl which are 
quoted from the “Review of Index 
Numbers of Wholesale Prices*' (Base: 
1970-71) issued by the Office of the 
Economic Adviser, Ministry of Indus* 
try, Government of India. 

Even those who are sympathetic to 
agriculturists are unaware of the extent 
of exploitation involved in payment 
of infra-purity prices to agriculturists. 
They feel satisfied whenever there is 
some increment in allocation of public 
funds for agricultural and rural deve¬ 
lopment. They do not realise that 
investment of public funds would at 
best provide some infrastructure but 
that would remain unutilised if the 
farmers themselves were unable to 
save and invest in land. Money pump¬ 
ed into the lural sector for its develop¬ 
ment will not be of much avail if, at the 
same time, a larger amount is pumped 
out through price twists, as is happen¬ 


ing at present. The value of agricul¬ 
tural produce in the country in recent 
years has been about Rs 30,000 crores. 
Though nearly two-thirds of the food- 
grains that are produced are retained 
by the producers for their own con¬ 
sumption and only a third is marketed 
but, because non-foodcrops are wholly 
marketed, the total value of the mar* 
keted farm products could be not less 
than Rs 18,000 crores. If the price 
level of agricultural commodities is 
depressed even by one per cent as com¬ 
pared to other prices, the loss to the 
rural sector in the form of purchasing 
power adds up to Rs 180 crores. Thi 
price level of non-farm products in 
i 979-80 was about is.4 per cent above 
that of farm products, brom this it 
follows that the total income transfer 
from farm (rural) to non-farm (urban 
sectors in 1979-80 was approximately 
Rs 4,500 crores. This amount is 
much more than the total public in¬ 
vestment in 1979-80 in the rural sector. 
Currently (5-7-80) the price level of 
non-farm products is about 40 per 
cent above that of form products. 

The growth in agricultural produc¬ 
tion between 1970-71 and 1978-79 had 
been 23 per cent and the rise in non- 
agricultural prices relatively to farm 
prices during the same period was 
about 25 per cent. From this it fol¬ 


Tabu VI 

Indices of Wholesale Prices Pa f d and Received by Farmers (Base: 1970-7! «100) 
for the week Ended July 5. 1980 
(All Commodities 251.9) 


Prices received 


Prices Paid 


lows that the benefit of higher produc¬ 
tion in agriculture was completely 
neutralised by a decline in agricultural 
prices vis-a-vis non-agricultural prices. 
If we take into account the growth In 
rural population during the same 
period, the reason for increasing rural 
poverty becomes evident. 

What can be done to alleviate the 
suffering of the rural people and bring 
them up to the national level in per 
capita income and availability of 
so ;ial and other amenities, which 
make life worth living? J will only 
indicate my view, which is the same 
as that of Theodore W Schultz, by 
quoting him. He says in the concluding 
paragraph of his book, “Transforming 
Traditional Agriculture". 

“The man who is bound by tradition¬ 
al agriculture cannot produce much 
food no matter how rich the land. 
Thrift and work are not enough to 
overcame the niggardliness of this type 
of agriculture. To produce an abund¬ 
ance of farm products requires that 
the farmer has access to and has the 
skill and knowledge to use what science 
knows about soils, plants, animals and 
machines. To command farmers to 
increase production is doomed to 
failure even though they have access 
to knowledge. Instead, an approach 
that provides incentives and rewards 
to farmers is required. The knowledge 
that makes the transformation possi¬ 
ble is a form of capital which entails 
investment investment not only in 
material inputs, which a part of this 
knowledge is embedded in, but impor¬ 
tantly also investment in farm peo¬ 
ple.” 


▼ 

X 

Food artule 

201.8 

Fertilisers 

268.7 

In plain language, modernisation of 

* 

Foodgrain'i 

207.4 

Insecticides 

317.6 

agriculture retires imparting of more 

l 

Oilseeds 

224.3 

Kerosene 

272 8 

skills to the rural people, providing 

t 

Vegetable** 

204.2 

High Spead Diesel 

285.7 

incentives for higher production and 

t 

Fruits 

213 8 

Footwear 

253.7 

improving their living conditions. But 


Milk 

175 2 

Bricks 

389.0 

all this involves more investment in 

1 

Raw cotton 

164.3 

Utensils 

148.3 

the rural sector and more favourable 

1 

Raw jute 

127.7 

Tractors 

274.6 

terms of trade for agriculturists, which 

i 

Raw tabacco 

Agricultural 

152.7 

Agricultural Power 
Non-Agrioiliural 
commodities 

296.7 

in turn requires a change in the atti¬ 
tudes of the urban elite. 

i 

commodities 

204.0 

284.4 

Courtesy : Leslie Sawhny Programme, 
— Bombay 
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^he National Security Ordinance and 
the Ordinance tightening up the Cr.- 

I C, with a view to restricting the dis- 
retion of the courts in granting bail 
rhere the accused is charged with anti- 
ational activities, have been generally 
eceived in a manner and spirit which 
he Government has no reason to be dis- 
ptisfied with. Despite the half-hearted 

I ttempts made by certain political parties 
r politicians to make out that a state of 
nergency is being brought in by the back- 
|oor, there has not been any scare among 
he public on this score. On the con- 
bry, the anxieties felt by large numbers 
|f citizens seem to be for other reasons. 
The fact that the Government has 
hought these measures necessary is taken 
\s a disturbing indication of the problems 
id pressures the administration has to 
Dpe with in dealing with civil distur- 
ances or potential threats or risks to 
lational security. The people are also 
yorried that, although the Government 
as armed itself with punitive powers 
Jromptly enough, its political will or its 
Jmmistrative muscle might quite possibly 
|rove to be not strong enough to use 
hese powers efficiently for the purposes 
* which they have been assumed. Not 
hat some of us are not genuinely con** 
emed about the danger of these powers 
Jcing misused, politically or bureaucrati- 
ally, but, for the moment at any rate, 
he broad view seems to be that there is 
| greater risk of the powers not being 
jilly availed of for dealing with the 
tigers which are being given as a justi- 

( ation for the Government assuming 
ese powers. 

The people do not seem to grudge the 
government equipping itself with the 
Instruments it feels it must have for 
oyeming. Bui they do expect results 
ad wifi apparently be willingly supportive 
aetkm being taken to restrain persons 
t whpm there is evidence or strong 


grounds for suspicion that they pose a 
risk to essential administrative, economic 
or social services, internal peace or 
external security. State Governments 
which, for their own selfish political 
reasons, may withhold cooperation with 
the Central Government in this matter 
will therefore be doing so at their peril. 
The kind of criminal activities which the 
ordinances are intended to deal with have 
an obvious bearing' on the Centre's pri¬ 
mary as well as ultimate responsibilities 
for the governance of the country and its 
defence. The public can have no diffi¬ 
culty in appreciating this and it is there¬ 
fore unlikely to sympathize with any 
State Government which may attempt to 
convert the issue into one of party politics. 
This means, of course, that the big mouths 
in the ruling party, such as Mr Abdul 
Gani Khan Chaudhary will serve the 
Central Government best by keeping their 
traps shut. Mr Chaudhary, surely, should 
be discouraged from provoking a debate 
with the CPI(M) Government in West 
Bengal on this question. 
np he warfare which has broken out 
between the Chief Minister of 
Karnataka and some sections of the press 
in that State is, at its own level, fully as 
fierce as the hostilities between Iraq and 
Iran. In fact, we are being led to believe 
that something like 3 holy war is going 
on. What is probably the case is that 
certain newspapers seem to have assumed 
an adversary role with regard to the 
Government of Mr Gundu Rao, no doubt 
with the intention of serving the public 
interest better. The Chief Minister not 
unnaturally, does not see it this way. 
Perhaps he is craving for sympathy and 
understanding and just does not know 
how to go about the business of getting it. 

Mr Gundu Rao is particularly sore 
about a press report that three chappals 
were hurled at him, one of them hitting 
him, at a black flag demonstration by 


the fariata /ifoiriy during Wg visit til 
HuMi, According til him this story ; 
a canard and he has declared th^t he* 
Gundu Rao, is not the man to pht up : 
With such cavalier ways on the part of 
his political foes. He has, in fact, 
said that, if indeed Janata Party demon*, 
strators had dared to humiliate him in 
the manner alleged, he would then and 
there have declared Karnataka out of * 
bounds for Messrs Vajpayee and AdvanL ; 
Mr Gundu Rao, clearly, is very upset. Bill ; 
he must realize that worse things could ■ 
happen to a Chief Minister than having 
a chappal thrown at him. At Kofaima 
the other day, a mentally deranged 
girl was reported to have occupied thd \ 
kursi of the Chief Minister and attempted | 
to give directions to his personal staff. 
The implied insult, in this case, was 
surely graver than a simple assault with a 
merechappal, 

TJSThat is a mere male journalist ex* 
** pectcd to do when a gushing, 
gurgling woman editor (Ms Shoba Kiia* 
chand) bills him as “the boldest byline 
in the business”, but try and live up to 
all that billing and cooing? The States* 
man recently organized a seminar on the ,‘j 
relevance of the press, at the presentation 
of awards constituted by it for excellence 
in rural reporting. Mr Arun Shourie, ; 
the star speaker, urged that the only * 
kind of journalism the world is practising : 
at the present time was ‘‘insurgency; 
journalism”. I should have thought that 
good old “investigative journalism'/; 
would meet all the reasonable requirt* 
ments of the community. Wonders have 
been done with “investigative journa- y. 
lism’\ Examples are the Sunday Times 
reporting on the Thalidamide calamity in 
Britain and the hatchet job done by the 
Washington Post on the explosive Water- , 
gate scandals. The first essential of re* 
porting is the collection of facts and the 
second a fair and reasoned analysis Of, J 
their meaning and implications. These 
are not norms which can apply to “in-,: 
surgency journalism”. The trouble with 
angry young men is that they stay angry 
even after they have 
ceased to be young. 

The result quite 
often is middle-age 
frustrations. 
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]ement Prices: Too Little, Too Late? 


b cement industry is most distressed at 
! Rs 13.65 (per tonne) increase in the 
ention price. Like Oliver, it wants 
ire 

The three-tier retention prices effective 
August 30, 1980 (now increased) 
re calculated on the basis of the costs 
evading in June 1978 and had been 
ed at Rs 185, Rs 205 and Rs 220 per 
me. Since then, the costs have gone 
and according to the industry, the 
lalution comes to Rs 28.54 per tonne, 
allowing it less than half this ligure, 
? industry claims that Government is 
scouraging the growth of the industry, 
r, who would want to invest in an area 
lere the price is so low that even loan 
•vicing—let alone profits foi internal 
Deration of resources — becomes ex- 
smely difficult? The public sector? 
rhaps. 

There is something to be said for then 
gument. With a view to attaining sclf- 
fficicncy, Government has approved 
ditional capacity of 22.6 million tonnes. 
>out two thirds is to be through ex- 
nsion and setting up of new units 
existing manufacturers and onc-tbird 
rough fresh entry. Under the existing 
ce structure, however, it is doubtful 
tether this new investment will be 
rthcoming, for the assured post-tax 
urn is in the region of eight per cent of 
t-worth, as opposed to the 12 per cent 
ich Government thinks fair and square. 

The Rationale 

Sven assuming that the industry's 
nand of Rs 28.54 per tonne is a bit 
lated, the rationale of slashing it by 
ire than half is less than obvious, 
mething in the region of Rs 20 would 
been more appropriate. If not, can 
ask, why not? 

Capacity utilisation has shown a mark- 
increase. During January-June, the 
ire was only 68 per cent and during 
y-August it has gone up to 78 per cent. 



Output for the financial year 1980-81 is 
likely to be about 20 million tonnes as 
against the projec!ed demand of 26 
million tonnes. Pait of the gap is to be 
met by importing 2 million tonnes at a 
nice little price of Rs 820 per tonne, 
which shows, among other things, the 
gap between the domestic ami interna¬ 
tional prices 

The ways of Udyog Bhavan are indeed 
mysterious, undci^tood only by Dr 
Chanana and pci haps God. 


RBI: Incompatible 
Objectives 


“In ihi couiseol 1979-80” says the RBI 
Annual Report, “quantitative and quali¬ 
tative credit con’iol policies, moral 
suasion, stiuctural changes affecting the 
cost ol ciedit and steps towards con¬ 
tracting the flow of Reserve Bank credit 
were all dcpl >yed” The objective was 
to check the addition to liquidity by 
controlling credit expansion. And yet, 
RBI credit to the commercial sector in¬ 
creased by 28.1 per cent; other banks 
credit to the commercial sector also in¬ 
creased by 14.9 pci cent. How did this 
happen despite the ‘‘detailed instructions 
for the regulation of credit” which had 
sought to limit credit to 80 per cent of 
the peak level of actual utilisation reached 
in the two-yeai period ended June 1979? 

The sectoral deployment of gross com¬ 
mercial bank credit shows that the priority 
sectors (Agriculture, small-scale industries 
and 'other' priority sectors) accounted 
for an increase of 37.7 per cent and 
industry (medium and large) for an in¬ 
crease of 37.7 per cent. Credit to trade 
went up by 10.9 per cent only—so much 
for theories of hoarding etc. 

The Report notes that "banks’ adhe¬ 


rence to the guideline for limiting credit 
expansion may, on the whole, be consi¬ 
dered as reasonably satisfactory, in view 
of the special factor of credit provided to 
petroleum companies.” This is undoub¬ 
tedly true, particularly as credit to these 
companies was very huge owing to the 
incicase in petroleum prices. 

Certain Obligations 

The report also notes that “outflow of 
uedit cannot be totally restricted in view 
of certain obligations and commitments 
to development” It refers, in particular, 
to credit to cooperatives. 

A detailed persual of the Report throws 
up interesting question: while it is 
all very well to talk of controlling credit 
expansion, how is this to be achieved if 
simultaneously the “genuine” needs too are 
to be met? In the words of Mr Kissinger* 
”Jt is not easy to reconcile mutually in¬ 
compatible objectives.” 

According to the report there was no 
intention to freeze credit limits on an 
across the board basis or deny the 
genuine need-based credit requirements,*' 
Consistent with the policy of keeping 
inflationary pressures under check, the 
emphasis was on control over credit flow 
to large borrowers. Banks were ex¬ 
ported to be rather more strict in asses¬ 
sing credit requirements and could 
allow or recommend higher limits pro¬ 
vided they were satisfied that it was 
justified by higher production in physical 
terms or increases in licensed capacity. 
Where the projected increase in turnover 
was mainly due to higher prices of in¬ 
puts, bon owers wcie expected to depend 
largely on their own resources. 

Discretionary powers to banks in res¬ 
pect of allowing temporary working 
capital limits have been partially restored 
to meet busy season requirements. These 
powers had been withdrawn in Septem¬ 
ber 1979. Thus, banks can now allow 
additional packing credit limits upto 
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15 per cent of the existing packing credit 
limits or Rs 25 lakhs, whichever is less, 
Without prior approval under tfw Credit 
Authorisation Scheme. 

Ft is mentioned in the Report that the 
share of the public sector increased by R$ 
684 crorcs to Rs 7,131 crores. That of the 
private sector rose by Rs 374 crorcs to Rs 
5,895 crores. The pattern of purpose wise 
distribution did not show any change 
over the previous year: 88.2 per cent 
went towards working capital, 8.8 per 
cent towards term finance and three per 
cent towards sale of machinery on de¬ 
ferred payment basis. Activity-wise, 
industry accounted for 57.4 per cent. Of 
theRs 7,131 crores, that went to the 
public sector, 58.5 per cent were account¬ 
ed for by trading. 

Modified Practice 

The RBI has also modified the practice 
for spot buying rates for US dollars, 
Deutsche mark and yen by announcing 
the latest rate at 10-00 AM every day. 
These rates are subject to change any 
time during the day on the basis of 
latest available rates m the international 
markets. 

The rupee continued to decline against 
the pound sterling throughout the year. 
The spot rates were changed no fewer 
than 22 times and from Rs 17.55 to the 
pound on July 2, 1979, the middle rate 
rose to Rs 1835 on May 27, 1980. The 
rupee«rouble rate was changed twice and 
at present one rouble is exchanged foi 
Rs 9.6378. 

With a view to channelling inward re¬ 
mittances, the RBI granted general per¬ 
mission to authorised dealers in foreign 
exchange “for establishing correspondent 
relationship with non-banking institutions 
in territories and countries where there 
is a significant Indian concentration.” 
Various constraints have been placed on 
such transactions to prevent trading and 
outward remittances from India, Funds 
in such accounts are not convertible nor 
aie they transferable to other authorised 
dealers, or to non-resident accounts. 

The Repoit states that “in the rise in 
the wholesale price index, the most 
important influence emanated from 
imported factors rather than from the 
widespread decline m domestic economic 


activity’". Comparing the experience of 
1979*80 (JulyJune) to that of 1973-74, 
it points out that whereas then the impact 
of ‘imported’ inflation was only eight per 
cent, this time it has been 28 per cent. 
In 1973-74, 46 per cent of the total price 
increase was accounted for by ‘primary 
articles', the contribution of food alone 
being 29 per cent. In contrast, during 
1979-80, their impact was only nine per 
cent. 

Savings and investment too declined 
during 1979-80, to 18.8 per cent (from 
19 9 per cent) and 19.4 per cent (from 
19.6 per cent) of GNP respectively. This 
represents a reversal of the trend of the 
pa*t four years when savings had exceeded 
investment. 

At the end of June 1979, the number of 
large sick units (i.c. those enjoying aggre¬ 
gate bank credit of Rs 1 crorc and more) 
was 345, involving bank credit of Rs 1,102 
crores. The Report states that efforts are 
being made to rehabilitate potentially 
viable units. In the small-scale sector the 
number of sick units is far higher, being 
20,326 at the end of September 1979. 
As of June, 1980 a total of 272 companies 
had complied with the RBI's directives 
under section 29(2) of FERA. Of the 
85 companies yet to comply, 38 are in 
various stages of Indianisation and 11 
have decided to wind up their operations 
in India, Foi a majority of the balance, 
the period for compliance has been ex¬ 
tended. 


Power and Private 
Sector 


Tm Association of Indian Engineering 
Industiy has suggested that tile Govern¬ 
ment of India should create a Power 
Development Fund at the national level 
to assist the private sector units in setting 
up power stations. The Association has 
said that engineering companies in a State 
will form a consortia to promote power 
stations, for which funds have to be 
provided front financial institutions on a 
concessional basis. It has also asked for 
certain facilities, such as a debt equity 
ratio of 10:1, long-term soft interest loans 


as well as exemptions front certain pro- [ 
visions of the MRTP Act and the Com¬ 
panies Act. The Association’s suggestion 
is in response to the offer made some time 
ago by the Union Minister of Energy 
Mr Ghani Khan Chowdhuri, to the pn 
vate sector to invest in the power genera 
tion programme. 

But the Association does not seem tc 
have clearly analysed the financial and 
other implications of this proposal. I 
should have asked Mr Chowdhuri tc 
spell out in detail in what manner th 
Government wanted the private sector to 
participate in power generation. It seems 
doubtful whether the Energy Ministi) 
itself has given much thought to this pro 
posal. In any case, without the approva 
of the Union Cabinet, it cannot be consi 
dered seriously. 

Immediate Problem 

The immediate problem in the powe 
front is to make better use of the existinj 
capacity. This is particularly true o 
West Bengal where capacity utilisatioi 
continues to be very low due to poo 
maintenance and lack of efficient manage 
ment. It is unfortunate that, instead o 
focussing the Government’s attention oi 
the need to improve the management o 
the existing power plants, the Assocmtioi 
should seek concessions and facilities t< 
set up new power plants. If this propo 
sal is implemented, what happens t 
those industrial consumers who will h 
outside these consortia ? Who will cr 
sure that they arc also assured of ad< 
quate supply of power 7 Moreover, vvi 
not this suggestion take away the inccfl 
tive of the Government to improve the pe 
formancc of the State Electricity Boards 

It may be recalled that the private sc» 
tor in West Bengal at one time vigorous! 
pleaded for installing gas turbines wil 
a view to providing some relief froi 
power shortage. The West Bengal Goveri 
ment accepted this plea and installed g 
turbines. But, in spite of them, the ava 
ability of power continues to be as ui 
certain and unsatisfactory as ever. The 
turbines have been faced with varim 
problems, technical and other, m max 
mising their generation. 

The private sector also wanted libs* 
facilities to be given for installing ceptr 
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lower gendmting sets. But, later it was 
)und that this alternative did not provide 
really satisfactory solution. The costs 
f production of the industries, which 
ave installed captive power generators, 
ive been much higher and they are also 
iced with the problem created by the 
icscl shortage. Moreover, not many in* 
ustnal units have found the necessary 
nancial resources to set up generators, 
he private sector therefore no longer 
:ems to be enamoured of solving the 
ower problem by setting up captive 
enerators. 

The Association of Engineering In- 
lustry had also offered its expertise to 
he Government of West Bengal for run* 
ling its power plants. But the Govern* 
aent rejected this offer. In fact, a task 
bree, set up by the Association, to visit 
he Santaldih plant, was asked to go 
>ack. All this seems to show that the 
Jtau* Government is not keen to utilise 
he services of the private sector for 1 m- 
>rovmg generation. 

Meanwhile, a group of industrialists 
vho met Mr Jyoti Basu recently and dis¬ 
eased the power situation, suggested 
hat the Calcutta Electric Supply Corpo- 
ation should be given sanction for setting 
ip a new plane to generate an additional 
>00 MW of power But it is not clear 
vlry the CbSC should be burdened with 
he responsibility of further expanding its 
Mpacity when the mam problem today is 
o s<cp up poneiation from the existing 
slants. Unless both the Government and 
he private sector really go to the root of 
the power problem and take bold and 
mergctic measures to tackle it, the situa- 
lon will continue to deteriorate. 

Labour Unrest 

Towaids the end of September, the 
>ower plants in West Bengal were plagu- 
jd by labour agitation in various forms, 
lueh as mass casual lease, go-slow, 
trikes, and so on. But no steps have 
been taken to stop this kind of indiscip- 
inc from occurring periodically and to 
un the administration efficiently. In 
heir discussions with the Chief Minister, 
spokesmen of the private sector rarely 
tfer to the labour problem or deal with 
t only in a casual mannelr. Their main 
emphasis is on distributing the available 
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power equitably between Calcutta and the 
areas Served by the State Electricity 
Board, implementing the new power pro¬ 
jects, and so on. No doubt, these issues 
are important. But the chaos in the pub* 
he sector power plants should be exposed 
and eradicated if any improvement is to 
be expected in the short period. 

The private sectors resources and ta¬ 
lents should be utilised for expanding the 
existing industi.es and for starting new 
industnes, csnecidlly in the backward 
areas, rathei than for selling up new 
power stations when the public sector has 
already got adequate capacity for the 
present 


STC: Low Growth of 
Non-Canalised Export 


Exports of non-canalised items through 
the SIC registered an increase of only 
10 per cent during 1979-80 over the pre¬ 
vious year. This is obviously not good 
enough. The chairman. Dr SC. Bhatta- 
charjee attnbutes the slow growth to 
4< a number of protectionist measures 
introduced and intensified by industria¬ 
lised nations’’. 1 his, however, seems ra¬ 
ther unconvincing m view of the com¬ 
modity composition of STC’s exports 
The major offtake is in oollce, tobacco, 
rue, instant lea, spices, readymade gar¬ 
ments, footwear components and cons¬ 
truction materials, where the impact of 
protectionism has not been very severe 
He was perhaps closer to the truth when 
he mentioned “production inadequacies 
within the countiy” as the other reason, 
lie also mentioned that the quality was 
not always upto the standards demanded 
by the international market 

He would have done w'dl to have em¬ 
phasised the fundamental rcasw for the 
slow growth of non-eanalised items—the 
absence of necessary infrastructural faci¬ 
lities and an additional production base 
for meeting export requirements. This, 
however, was left to the Commerce Minis¬ 
ter, Mr Pranab Mukherjec, to point out, 
who indicated that he was not very 
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happy that the share of canalised exports 
stilt remained so high. 

The basic problem is that exports of 
agricultural commodities arc possible 
only when there is a surplus. This ab¬ 
sence of continuity is not conducive to 
the development of a stable export mar¬ 
ket. With a view to overcoming this prob¬ 
lem, it has been suggested that the STC 
should identify and select sectors in the 
agricultural economy, which should then 
be developed as expoit production bases. 
The Commerce Minister even suggested 
that, if necessary, the STC “should under¬ 
take investments for the development of 
such production bases”. It now remains 
to be seen whether this advice will be 
taken and implemented. The STC has 
stated its intention to do so. 

Overall, however, the SFC’s perfor¬ 
mance was not bad. There was a 34 per 
cent increase m turnover, which icached 
Rs 1529 crores. Prc-tdx pi ofil, too, in¬ 
creased by 31 per cent to Rs 55.7 crores. 

The ratios of stocks-to*turnovcr and 
debtors-to-turnover were depressing. The 
former increased from 5.9 in 1978-79 to 
12.0 in 1979-80 and the latter from 3.0 
to 4.5 for the same period. (The m<Jrea$e 
in the ratio of stocks to-turnover is a 
direct consequence of Government’s po¬ 
licy of holding larger quantities of sensi¬ 
tive items like edible oih, newsprint, rub* 
ber etc.) Stock holding increased from 
Rs 58 crores m March 1979 to Rs 180 
crores in March 1980. 

Steep Increase 

Imports by the STC showed a steep in¬ 
crease from Rs 525 crores m 1978-79 to 
Rs 884 crores in 1979-80. In general, the 
management of imports was better than 
m previous years. 

Mr Bhattacharjcc also staled that "if 
is the long term objective of the 
Corporation to incicase the export of 
manufactures.” While nobody can take 
exception to this, it is useful to note the 
difficulties. The main drawback is assur¬ 
ing quality. This becomes particularly 
vexatibus in view of the extensive dis¬ 
persal of production facilities catering 
for the Corporation’s manufactured pro¬ 
ducts exports. “When large orders are 
generated” says Mr Bhattaeharjce, “sup¬ 
plying uniform quality products and pro¬ 
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tiding assurance by meeting the large re* 
qtlirement from a largje number of small 
Units become difficult’*. To overcome 
this, the STC has tried to organise cor- 
sortiu to ensure quality and supply. 

Mr Pranab Mukherjee has suggested 
that the STC should enter into produc¬ 
tion collaboration arrangements with 
suitable marketing tic-ups. He feels that 
“this should be the roam strategy for the 
STC during the Eighties/' In addition, 
the STC is considering the possibility of 
•creating “export ancillaries”. The pur¬ 
pose will be to produce exclusively for 
export. 

With a view to achieving all this, the 
STC has been reorganised into three 
major divisions: Import Management, 
Commodity Exports and Manufactured 
Products Exports, This functional divi¬ 
sion should certainly help in better per¬ 
formance. 

The performance of the five subsi¬ 
diaries of the STC has been satisfactory. 
The CPC (Chemicals and Pharmaceuti¬ 
cals Corporation) increased its turnover 
by 23 per cent to Rs 132 crores. Its stock 
to turnover ratio, however showed a 
sharp increase from 12.0 to 20.4. Profits 
before tax were Rs 5.9 crores as against 
R$ 3.8 crores in 1978-79. 

The PEC (Projects and Equipment Cor¬ 
poration) also registered a reasonable 
growth. Its exports increased from Rs 27 
crores to Rs 36 crores. It also secured 
orders worth Rs 34 crores from Libya. 
Profits before tax were Rs 19,6 crores. 
The CC1 (Cashew Corporation of India) 
increased its turnover to Rs 21 croics, a 


growth of 24 per cent over the previous 
year. The HfHEC (Handicrafts and 
Handtooms Exports Corporation) did 
rather poorly. It was able to increase 
its turnover by only 0.4 crores to Rs 5,4 
crores. Its total exports declined from 
Rs 39.5 crores in 1978 79 to Rs 27.6 
crores in 1979-80. 


Oliver Asks for More 


The FYdimuon of Associations of Small 
Industries of India (FASH) held a seminar 
last week to discuss the problems faced 
by the small industries Mr Narayan Dutt 
Tiwari, who presided over the inaugural 
session, was fed with a seemingly endless 
list of woes which, at times, made one 
wonder if such were the difficulties, how 
small industry has consistently grown 
much faster than large units. 

The small industrialists want everything 
from preferential treatment in the alloca¬ 
tion of resources to tax benefits, from 
better credit terms to a ban on imports of 
items being produced by them, from a 
sheltered and assured maiket to lesser 
corruption by Government officials with 
whom they come in contact In other 
words, lliey wish to be treated by Govern¬ 
ment in much the same way as a mother 
treats her infants. 

The question is why should anyone 
give them more than what they deserve ? 
The priorities, allocations, credit terms, 
policy norms etc. that have been fixed are 


already disproportionately favourable tc 
small Industry and there is no earth)] 
reason why further concessions should b< 
made. 

Consider, for example, their plea tha 
items being produced by them shoul< 
not be imported. What alternative i 
there if what they produce is simply no 
up to the mark ? The STC has faced thi 
problem in the reverse direction as it Wer< 
where it finds that servicing of expor 
orders is very difficult because the qualit; 
of small industry products does not ai 
ways come up to scratch. 

Nowhere is the failure of the smai 
scale industry more patent than in thi 
manufacture of electrical appliances. Thu 
area was reserved for them and the pro 
ducts were often lethal. When they wer< 
asked to conform to 1SI standards, thn 
raised a hue and cry that as “chotey log 1 
they really couldn’t *iiflbrd to maintain tht 
quality specified by the ISI. Shocking 
isn’t it ? 

Baseless Contention 

Or take their contention that the debt 
equity ratio should be lowered from the 
present 60:40 to 40:60. Why ? Docs ex : 
pcriencc suggest that these enterprises ari 
so risk-free that this ratio should be fur 
tber lowered ? In any case, the Reservi 
Bank says that the number of sick unit 
in the small sector is well over 20 f 00( 
and that over Rs 230 crores have beer 
advanced to these sick units. Are we U 
suppose that the banks are a division o 
llie Salvation Aimy? 

Many similar exhortations were made 
leading to the inescapable conclusion tha 
fair competition—for funds or markets oi 
resources is anathema to small industry 
The FASH should indulge in some intro* 
pection before asking for more. There u 
no substitute for efficiency but need th< 
FASH be told this again ? 

In conclusion, it should be mentiond 
that the Planning Minister, in a departuri 
from the prepared speech, said that hi 
can't quite comprehend the concept am 
importance of capital-output ratios. As 
the French say, ce la vie. 
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Vm to on the World 

The American and German 
Elections: Economic Issues 


vo hi lciions of crucial importance not 
ily to the West but also to the world as 
ivhole take place early in October in 
est Germany and a month after in the 
uted States. Chancellor Schmidt of West 
ermany seeks re-election and possibly 
itright victory for bis Social Democratic 
rty which hi coalition with the Free 
betals has ruled the country for eight 
ars. President Carter is fighting hard 
win from the strong challenge of 
insei vative Republican Reagan and 
beral Anderson running as an inde- 
indcnt. In peace time, in democracies, 
mt matters most to the voters is the 
onomy and the paity and its leader who 
in their confidence in their economic 
ilicics genet ally come out the winners, 
us is specially so in times of recession 
th its rising unemployment, inflation 
d declining growth which has gripped 
e USA and also is affecting the German 
onomy though on a smaller scale. 

The Iraq-Iran conflict has complicated 
e electoral situations but its impact on 
e USA and Germany, as on other coun¬ 
ts, is mainly economic. The threatened 
ut down of supplies from the two cOun- 
es which expott about five million 
rrels a day (Iraq 4 million and Iran 
nillion) will if prolonged put oil prices 
The oil situation had stabilised by 
• glut created by the record stockpiles 
the oil companies and Governments 
ich arc adequate foi over a hundred 
ys. Prices had begun to fall m the 
which in the last six months has 
waged to reduce consumption. But if 
1 stockpiles are reduced or wiped oul 
the shut down of the Iranian and Iraqi 
rphes or in the closing of the gateway 
the Persian Gulf, the Straits of Hor- 
sz * the economic and political situation 
1 bocotne critical. 

While one must keep this possibility m 



mind, the German and American elec¬ 
tions are of significance to the world as 
the USA is the leader of the West whose 
economic health and political wisdom 
can profoundly affect the world economy 
and peace. West Germany as the strongest 
economic State of Western Europe and 
the front line of the NATO alliance has a 
key role in the European Economic Com¬ 
munity and West European defence. Who 
wins the election in the two countries 
therefore is of relevance to the immediate 
future. 

Judged by the political record and eco¬ 
nomic performance. Chancellor Schmidt 
appears to have every chance of being re¬ 
elected. His administration has been the 
most successful of the Common Market 
countries in withstanding the impact of 
recession. It has kept unemployment and 


V. R. Bhatt writes 
from London 


inflation at the bottom of the scale in the 
whole OECD region. They are the lowest 
in the EEC. The latest OFCD figures for 
the six months to July this year recorded 
Germany's inflation as 7 per cent against 
USA’s 12 9 per cent, France’s 13 6 per 
cent and Britain’s 19.3 per cent. His eco¬ 
nomic stewardship seems to have won the 
confidence of a majority according to 
opinion polls and political observers. On 
the political front his determination to 
keep communications open with the Soviet 
Union while firmly entrenched in the 
NATO alliance has enhanced his prestige 
as a Statesman pursuing a policy of peace 
from a position of strength. 

The alternative to Herr Schmidt is 
Franz Josef Strauss, the leader of the Con¬ 
servative Christian Democratic Union 


whose hardline stance towards the Soviet 
Union and economic extremism in advo¬ 
cating rigid monetarist policies appear to 
have pleased only the righiwing. Herr 
Schmidt’s Democratic Socialism has also 
relied on a curb to the money supply to 
check inflation but has avoided deflation 
and high interest rales which spur high 
unemployment and have in countries on 
the uncompromising moncfai ist path, as 
in Britain, severely damaged the private 
manufacturing sector and its growth. 

The more interesting and unpredictable 
is the American ejection where a President 
whose indecisiveness and inconsistency 
has eroded his suture is facing a strong 
challenge from Mr Reagan, a hardliner 
like Strauss in international* politics and 
economic dogmatist like Mrs Thatcher 
of Britain. Mr Carter faces a secondary 
challenge from Mr Anderson from the 
risk of some Democrats alarmed by the 
hawkish Reagan and disappointed with 
Carter turning to Anderson The interest* 
ing part of the election is the economic 
platform announced by Mr Reagan which 
is almost a carbon copy of Mrs Thatchers 
election manifesto which brought her an 
overwhelming victory over the Labour 
Paity and militant Trade Unionists. As 
the electioneering in the USA gathers 
momentum, voters' attention has shifted 
to the economic situation from American 
hostages m Iran and the fianetic and un¬ 
successful Carter moves ovei Afghanistan. 
What they look at closely arc the policies 
of the candidates to fight the recession 
which has pushed inflation to 13 per cent 
and unemployment to ovei eight per cent 
of the wbrkmg force. Indeed observers in 
the USA are predicting that .a Carter 
victory is linked to an improvement 
mthe American economy. An opinion 
poll conducted by the Washington 
Post found that an improvement in the 
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economy would give the credit to Carter's 
policies and shift some voters flrom 
Reagan to him. This implies that a re* 
lease of the hostages before the election 
would be a bonus for the President but 
by itself would not ensure a victory if the 
economic situation deteriorates. 

Striking Rosomblance 

The Reagan platform has a striking 
resemblance to Mrs Thatcher’s because 
both are inspired by the monetarist guru, 

• the Nobel Prize winner Dr Friedman of 
the Chicago School of Economics. Mrs 
Thatcher promised in her election mam* 
festo to cut income taxes in three stages 
to bring them down to 25 per cent from 
the then prevailing 33 per cent. She cut 
three per cent in the standard rate in her 
Government's first budget and up to 30 per 
cent in the top rate, recouping the cost 
by putting VAT up to 15 per cent from 
8 per cent. Reagan has pledged a three 
stage programme, a cut of 10 per cent on 
his assuming office and equal cuts iu 1982 
and 1983. Mrs Thatcher has been un¬ 
able to fulfil the piomtse of a second cut 
and on the other hand has had to in¬ 
crease indirect taxes and prices for State 
industries’ products or services. Former 
President Ford, a Republican supporter 
of Reagan, is among those who have doub¬ 
ted that it would be possible to make the 
second and third cuts. Carter has a more 
modest programme of tax cuts linked to 
growth. 

The centre-piece of the Reagan pro¬ 
gramme as in the case of Mrs Thatcher is 
drastic cutting of State spending to curb 
money supply. His only increase as with 
Mrs Thatcher is in defence. The cuts are 
to be widespread in the bureaucracy and 
achieved by improving efficiency and cut¬ 
ting waste. Mrs Thatcher set out on the 
same path and has only partially succee¬ 
ded in the Central Government. Else¬ 
where in State industries the economies 
have been effected by closing down plants, 
or reducing seivices throwing thousands 
of workers out of jobs. 

Another Thatcher plank which Reagan 
has adopted is to reduce Governments 
regulations in the economy, to give fuller 
scope for the market forces. Mrs Thatcher 
abolished price, dividend and all exchange 
controls and has refused to intervene in 


industrial relations or wage bargaining fit 
public enterprises resulting in prolonged 
strikes. 

Reagan is confident that these policies 
will balance the budget, bring down infla¬ 
tion and establish a sound monetary 
policy. All these are relevant not only to 
the USA but also to the world economy 
and trade. But will they work ? The 
answer is indicated in the results achieved 
by simitar policies in Britain in the last 
19 months of the Thatcher Government, 
They were applied to cure the same ills as 
those which inflict the USA rising un¬ 
employment and inflation, stagnant or nil 
growth and deepening recession- The 
British economic base is very small com¬ 
pared with the American but with the 
difference that Britain has oil self-suffi¬ 
ciency and USA is a big oil importer. 

The results of Mrs Thatcher’s uncom¬ 
promising monetarism so far are the 
highest unemployment rate since the war— 
now standing at 2,039,003—that is one 
worker in 12 out of job; the highest inte¬ 
rest rates ever since June 1979 and infla¬ 
tion which ro >e to above 21 per cent 
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cuts in State spending the money Supp 
has actually grown above the fixed targi 
and the interest rates have remained higl 
Mrs Thatcher blames the Bank of feii| 
land but the Confederation of Britis 
Industry (CBI), the Private Sector 
Employers’ Organisation and a Thatch 
supporter, blames the Government. Thei 
has been a steady decline in production, 
deepening minus growth, shut down of fa 
tories and record number of baokruptcie 
The private sector is saddled with , 
interest rate which they cannot afford at 
time of declining growth and profits, M 
Thatcher has declined a request by the Cl 
to reduce the interest rate which in turn 
expected to reduce the exchange rate of tl 
pound (kept high by North Sea oil ar 
high interest rate) vis a vis the dollar at 
other currencies and make British cxpoi 
more competitive The Thatcher Gover 
meat is now assailed from all quarter 
friend and foe, the private sector, tl 
Opposition and the Trade Unions. 

Judged by the British results of i 
Government's economic policies it wi 
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China Battles Baby Boom 

Intensified family planning campaigning brought China's population 
growth rate down to I) .7 per thousand last year, as against 23.4 per thous¬ 
and in 1971— and a zero growth rate is the objective by the end of this 
century. 

Latest reports from Shanghai show that the population growth rate 
there for the first quarter of1980 dropped to 1.57 per thousand and among 
urban residents it was actually reversed to —1.52 per thousand. 

In the city proper, 95 per cent of married couples with children 
aged betweed four and 16 have registered declarations not to have a second 
child. 

At the same time as encouraging one-child families, China is paying ever 
greater attention to maternity and child care. 

Diagnosis of the foetus, which was little known in this country until 
only a few years ago, is now practised at hospitals In Beijing, Shanghai, 
Nanjing and Hunan provinces. 

Contraception is also included in maternity care. The home-made 
one-month pill has proved to have no unfavourable side effects after ten 
years of clinical observation and research—aid it is 98.3 per cent effective 
Meanwhile, the intra-uterine device is used by 50 per cent of rural couplet 
who practise contraception. 

Gossypol, a male oral contraceptive invented in China—the first of it\ 
kind in the world—will soon be widely available and it is expected to play an 
important role in bringing down China's population figures. 

—China Feature 
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ta greatdtel of ooBvboIngthat Rea- 
an with similar policies will achive any- 
jg different. The US media gives 
tide coverage to developments in Britain 
ttd the Carter mump is also exploiting the 
fritish example of the failure of policies 
at Reagan advocates. Fortunately for 
arter the signs of a revival in the Ame- 
i economy have just begun in time to 
jipport his claim that it is the beginning 
' the end of the recession. If this holds, 
t chances of Carter overcoming the re- 
utation he has earned of a weak and 
^decisive President are good. But all 
[>is depends on how the Iran-hraq war 
JTects the American and world economy 
ad how Carter handles American policy 
i the Persian Gulf. 


Jwitzerland Forges 
.head 


I he Swiss economy is still growing at full 
irottle. Unemployment has virtually 
isappeared, with the number of persons 
at of work having dropped to 4714 or 
pproxiraately 0.2 per cent of the work 
[>rce. Conversely, the number of employ- 
I persons in industry and the budding 

I id service sectors has been growing at 
rate unknown since the 1960s, the rele¬ 
nt index having reached its highest level 
ace 1975. Similarly, industrial capacity 
: utilised to the extent of 87 per cent 
i the second quarter, exceeding the year- 
ck level by five percentage points. 

| Given the numerous capacity bottle- 
ks that have occurred in many sectors, 
I far capital goods is particularly 
[rely and is reflected both in steeply ris- 
l imports of capital goods and in the 
gh growth rales in industrial construe- 
[in. The continuous significant growth 
> in the tourist trade, with an increase 
[overnight stays between January and 
ay 1980 of 18.4 per cent compared with 
' corresponding period last year, pro- 
fle a substantial boost to private demand 
goods. The slight increase in stocks 
[ finished products indicates that the flow 
[ production is likely to be curbed to 
ae extent in the months ahead, 
titwrland’s strained economic situa¬ 


tion is dearly reflected in the foreign 
trade figures, with exports having grown 
by 16.3 per cent in the first seven months 
of the year, whereas imports rose by 32.6 
per cent, or one third. In real terms im¬ 
ports expanded by 5 3 percent, exports by 
3.8 per cent At Sfr. 6.9 billion, the trade 
deficit in the first seven months of 1980 
was three times that in the parallel period 
of 1979. An incipient overheating of the 
economy is also indicated by strains in 
tbe price structure. Measured by the 
consumer price index, the year-on-year 
inflation rate in August was 4 2 per cent. 
While m April the price increase in the 
construction industty was nine per cent 
over the year-back level, the June price 
index for imports was 32 per cent higher 
than twelve months buck. Inflationary pres¬ 
sures could make themselves more stron¬ 
gly felt in the neai future—all the more 
so as inflation rates abroad, though de¬ 
clining, are still considerably higher than 
domestic rates and are having an increas¬ 
ing impact on Switzerland. It is obvious 
that this state of affairs is causing the 
authorities concern, and it is open to 
question whether a solution will be found 
without a temporary further tightening of 
the monetary reins 

Monetary Climate 

The monetary climate in Switzerland has 
also recently undergone a major change. 
Symptomatic of this is the fact that the 
3-month Eurofranc rate fell to a low of 
five per cent in the summei, hovered 
around six per cent for a time, and is now 
back around the five per cent mark. Conse¬ 
quently the big banks, on September 2 
after some hesitation, were obliged to ad¬ 
just their rates on Swiss franc time depo¬ 
sits upwards by •£• per cent to i per cent. 
Similarly, the rise in money costs penetra- 
tod to the capital market, where the ave¬ 
rage yield on federal bonds was back up 
to 4.9 per cent at the beginning of Sep¬ 
tember after declining to 4.56 per cent in 
the summer, and in mid.August demand 
for new issues was quite low, a marked 
contrast to the usual oversubscription. 
With the market situation so uncertain, 
the decision taken by the Swiss National 
Bank and the Swiss Bankets’ Association 
on August 25 regarding the politically 
sticky question of mortgage-loan and sav¬ 


ings interest rates is rather infelicitous. 
Rates on existing mortgages for residen¬ 
ces and agricultural property will be rais¬ 
ed by j per cent, though no earlier than 
March 1, 1981, and interest rates on sav¬ 
ings will rise by the same amount on 
December 1, 1980 at the earliest. Only in 
the case of new homeowners’ mortgages 
and all industrial and commercial mort¬ 
gage loans will the j per cent correction 
be introduced as of October 1. Further¬ 
more, the big banks have agreed to lower 
rates on their medium-term notes to the 
levels paid by the Cantonal banks. The 
big banks will continue to follow their 
traditional mortgage policy, keeping rate 
rises tn line with local conditions. 

In view of this situation, and the fact 
that fighting inflation still receives priority 
in Swiss economic policy, it is hardly to 
be expected that the authorities will soon < 
ease their monetary policy to any sub¬ 
stantial degree. With all these forces at > 
work, domestic market determinants are 
for the present pulling in the direction of 
a rise in interest rates. Leaving political * 
developments out of consideration, it is 
not to be expected that any major momen¬ 
tum towards monetary relaxation will 
come from abroad, despite Switzerland's 
lifting of restrictions against the inflow 
of foreign funds at the end of August. It 
is therefore possible that in the near 
future pressures for a rise in interest rates , 
could increase. , 

—Credit Suisse ■> 

1 

" . 1 .... * . . . 

World Bank Finance 
for Health, Education 


In jui.y 1979, the World Bank reviewed its 
experience in financing health components 
and approved a proposal to expand its 
programme to provide, in addition to 
financing such components, direct lending 
for health projects. It was agreed that 
emphasis should be placed on providing 
primary level health care to treat com¬ 
mon, simple ailments; on preventive care 
instead of on curative medicine; on low 
cost technologies in place of sophisticat¬ 
ed hospitals and equipment; and on com- 
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munity participation in health care 
systems. 

To cope with the expanded activities* a 
new Population, Health and Nutrition 
Department was established in October 
1979 in the World Bank’s central pro 
jecis stall by combining the staff working 
in the fields of health, nutrition and 
family planning. The Bank’s new health 
programme will initially begin with one 
project in fiscal 1981 and expand to four 
or five projects annually by 1984. These 
projects will attempt to improve access to 
acceptable health services, reduce signi¬ 
ficantly mortality and morbidity, and 
strengthen the primary health care systems 
of borrowing countries. 

Lending Principles 

The Bank also approved an increase in 
lending for education and training m 
developing countries from 8517 million in 
fiscal 1978 to about 8900 million annually 
for the five-year period, fiscal 1979-83. 
In allocating more funds for primary 
and non-foimal education, for technical 
education at the secondary level, and 
for project*related training five princi¬ 
ples were laid down to guide Bank 
lending : 

1. Basic education should be provid¬ 
ed for all chiklten and adults as soon as 
the available resources and conditions 
permit. 

2. Efforts should be made to provide 
educational opportunities without distinc¬ 
tion as to sex, ethnic backgn und or 
social and economic status. 

3. Education systems should try to 
improve the flow of students through 
different grades with a minimum of waste, 
and also improve the quality of edu¬ 
cation. 

4. Education should be related to 
work and the enviionment of the student. 

^ To satisfy these objectives, deve¬ 
loping countries will need to build and 
maintain institutional capacities for ma¬ 
naging education systems. 

In promoting these principles, it was 
recognised that because the problems and 
priorities of individual countries differ, 
the Bank will have to be flexible and ad¬ 
just to the needs of its borrowers. Mem¬ 
ber Governments will be closely involved 


in discussions with the Bank to establish 
priorities in lending for education to the 
countries concerned. 


China’s New Tax 
Regulations 


China’s new tax regulations provide for 
a tax rate of 33 per cent on joint ventures, 
comprising a 30 per cent income tax rate 
on such investments and a three per cent 
local surtax. The new regulations, which 
were announced at a plenary session of 
the National People's Congress, also in¬ 
clude an additional 10 per cent tax rate 
to be imposed on the profits of a foreign 
investor who remits his profits abroad. 
However, the regulations also provide for 
tax reductions under ceitain conditions. 
Joint ventures that are expected to operate 
in China for at least ten years may be 
exempted from the income tax during the 
first profitable year and may be granted 
reductions of 50 per cent on their tax 
liability during the two following years, 
huithermorc, joint ventures in farming, 
forestry, or in remote areas may be gran¬ 
ted a 15-30 per cent reduction in income 
tax payments for an additional ten years. 
The Government also plans to grant a 40 
per cent refund in income tax payments 
made by foreign investors who reinvest 
their profits in China for a minimum of 
five years. 

Under the regulations, losses incurred 
by these companies may be carried 
forward for five years. The tax measures 
also include a new personal income tax 
with rates that range from five per cent 
to 45 per cent on salaries and wages and 
a flat 20 per cent on royalties, interest 
and other income. However, individuals 
earning salaries below the equivalent of 
96,575 a year—which excludes all but 21 
Chinese who are performers, artists and 
writers--will be exempted from the tax. 
In addition to unveiling the new tax regu¬ 
lations at the National People’s Congress, 
the Government reviewed the 1979 bud¬ 
get and announced its economic targets 
for 1981. The Government plans to con¬ 
tinue applying its policy of readjustment 
restructuring, consolidation and improve¬ 
ment of the eoonomy during 1981. Agri¬ 
cultural output has been targeted to grow 


by four pn cent in 1991 'compared with 
1990 levels, white industrial prod action is 
set to inmease by six per cent Regarding 
the 1979 budget, the Government noted 
that recent data indicate that the budget 
Was in deficit by 17.1 billion yuan (Y), 
reflecting expenditures of Y 127.4 billion 
and revenues of Y 110.3 billion. However, 
the Government expects that the budget 
deficit will decrease to around Y 8 billion 
in 1980 and to Y 5 billion in 1981. 


Japan’s Economic 
Programme 


Japan’s eighi -point economic programme 
aims at developing a stable economic cli¬ 
mate conducive to private-sector led 
growth. Under the programme, the 
Government plans faster implementation 
of public workcv projects during the re¬ 
mainder of the year. I’o stimulate out¬ 
put by the private sector, more public 
works contracts will be awarded to small 
and medium-sized firms, and the Govern¬ 
ment will ensure that these firms have 
easier access to financial markets. To 
stimulate construction, the Housing Loan 
Corporation and private financial institu¬ 
tions will be called on to provide addi¬ 
tional financing. Private investment in 
plant and equipment is to b; promoted 
by appropriate financial policies, with 
special attention to investment in piojects 
to conserve energy or to promote alterna¬ 
tive energy sources. In the energy field, 
the Government will promote oil conser¬ 
vation and will make every effort to carry 
out the energy-related policy measures 
scheduled for the current fiscal year Eco¬ 
nomic cooperation with developing coun¬ 
tries will be emphasized and the Govern¬ 
ment will introduce measures that will 
result in a gradual improvement in the 
balance of payments while preventing 
trade frictions. The value of the yen will 
be stabilised as the underlying economic 
problems are resolved. Price stabilization 
will be promoted both by following a 
more flexible monetary policy and by ea- 
suring that supplies of basic commodities 
will be available to meet demand pressu¬ 
res. At the same time, the Government 
will continue to monitor prices. 

IMF Surrty 
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Point of View 

Corporate Disclosures for Whom ^ Dr Jawahar La! 

Thn shareholders of a company have limited authority and Insufficient 
ability or resources to obtain information about their company and 
have to rely on the financial statement issued by the 
company for information about its activities. It is for these people 
primarily that disclosure becomes necessary. Annual reports 
should carry information which satisfies their requirements. The 
author is a Lecturer in Commerce at the Shrf Ram College of 
Commerce, Delhi. 


Disclosure is a process through which a 
business enterprise communicates with 
the external parties. It is the revealing 
of information concerning a business 
entity that external parties require for 
making economic decisions viz. invest¬ 
ment and credit decisions. Disclosure is 
a significant objective of accounting. The 
American Accounting Association Com¬ 
mittee, on ‘A Statement of Basic Ac¬ 
counting Theory’ 1 has stressed the signi¬ 
ficance of disclosure while defining ac¬ 
counting as “.the process of identi¬ 

fying, measuring and communicating 
economic information to permit inform¬ 
ed judgements and decisions by users of 
the information.’ 1 

Disclosure completes an accounting pro¬ 
cess. Being closely related with the ac¬ 
counting process, disclosure has contri¬ 
buted in establishing accounting princi¬ 
ples to the benefit of financial statement 
readers. Accounting should be treated 
as a utilitarian art. It can serve no 
purpose unless it provides information 
that users need for making economic 
decisions. As user needs change, ac¬ 
counting must be highly responsive. For 
“unless accounting disclosures are rele¬ 
vant to the current needs of individuals 
and society, accounting may be aban¬ 
doned as a useless institution. 11 * 

Three concepts of disclosure generally 
proposed within the financial accounting 
area are adequate, fair and full disclosure. 
These terms are indicative and relative 
aqd not definitive. Among these three 
concepts, the most commonly used is 
adequate disclosure. This implies a 
minimum amount of disclosure so that 
financial statements may not be mislead¬ 
ing. Fair and full are shore positive con** 


cepts. Fair disclosure implies an ethical 
objective of providing equal treatment 
to all potential users. It is closely relat¬ 
ed with ethics in .'financial accounting. 
Full disclosure implies the presentation 
of all relevant information. However, it 
is contended that there is no difference 
among these concepts if they are used in 
the proper context 3 

There is no definite test in accounting 
to determine the adequacy of disclosure. 
But when information is reported out¬ 
side a business enterprise, adequacy of 
disclosure can be tested. The basis of 
the test is the extent to which items of 
information reported arc helpful to 
users for whom disclosure is made, in 
making economic decisions. If financial 
statement users change in number or quali¬ 
ty more or less information of greater or 
lesser variety may be adequate. The Ac¬ 
counting Principles Board 4 of the USA has 
laid down ‘standard of adequate disclos¬ 
ure 1 and states ‘financial information 
that meets the qualitative objective of 
financial reporting also meets the report¬ 
ing standard of adequate disclosure. The 
qualitative objectives pf adequate disclo¬ 
sure, as recommended by APB are (i) 
relevance, (ii) understandability, (iii) veri¬ 
fiability, (iv) neutrality, (v) timeliness, (vi) 
comparability and (vii) completeness.” 

Conceptually the objective of corporate 
disclosure is to help the users in making 
economic decisions. But the important 
question is who are the users and for 
whom disclosure should be made. 

The question of corporate disclosure 
involves the determination of target user(s) 
for whomc disclosure should be made. 
This, in turn, will lead to selecting the 
items of information relevant and useful 


for their economic decisions, identifica¬ 
tion of users of corporate report is also 
necessary because there are differences in 
the purposes of various user groups 
After determining the user groups, one 
can know their characteristics and data 
demands and also can decide the methods 
of reporting the required items of infor¬ 
mation. " 

Financial accounting information is 
used by a variety of groups and for di¬ 
verse purposes. Some users have direct 
interest in reported information. Exam- 
pies of such users are owners, creditors, 
suppliers, potential owners, management,, 
taxing authorities, employees and custo¬ 
mers. Some users need information to help 
only those who have direct interest in a 
business enterprise. Examples of such 
users are financial analysts and advisers!, 
stock exchanges, lawyers, financial press 
and reporting agencies, trade associations 
labour unions. 

Diversity of Interests 

Various user groups have different ob¬ 
jectives and diverse informational needs. 
However, the emphasis in financial ac¬ 
counting has been on general purpose! 
information. General purpose informa¬ 
tion is not intended to satisfy specialized; 
needs of individual users. The Accoun¬ 
ting Principles Board 6 of the USA has 
summarized the current practices in flgp* 
ancial accounting with respect to general 
purpose reports as follows : 

“Financial accounting presents general / 
purpose financial information that is 
designed to serve the common needs of 
owners, creditors, managers and other ; 
users, with primary emphasis on the 
needs of present and potential owners , 
and creditors,” 

Financial accounting's dependence on 
general purpose information is based on 
the logical presumption that a significant 
number of users need similar information* 
Also, this practice is in use became of 
lack of knowledge or requirements of 
specific users. AICPA Study Group* 
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States that the information*] needs of 
creditors and investors are essentially the 
same. Both groups are concerned with 
the ability of an enterprise to generate 
cash flow to them. Measurement of 
earning power is the common denomina¬ 
tor of users’ needs for accounting mfor- 
mation. 

Special purpose reports satisfy specia¬ 
lized or particular needs of individual 
users. Information in a special purpose 
report cannot be expected to serve other 
needs well. For instance, financial reports 
submitted to Government authorities, or 
financial reports prepared to obtain credit 
or loans* or financial reports for manage¬ 
ment and financial information given to 
trade and industry associations may not 
satisfy other users’ needs and expecta¬ 
tions. 

Cause for Confusion 

The question of issuing separate re¬ 
ports for different users is very significant 
and requires careful examination. The 
literature in the area of Accounting and 
Finance tends to suggest that specialised 
reports art neither feasible nor desirable. 
The cost of preparing such itports may 
exceed the benefits taking the overall 
corporate disclosure policy into conside¬ 
ration. They may create confusion 
among various users because users would 
fcave multiple reports about financial and 
operating results of an enterprise. Also, 
issuing separate and specialised reports 
require determination m advance of in¬ 
formational requirements of various users 
which is a difficult, if not an impossible, 
task to accomplish. On the contrary, 
multipurpose or general purpose re¬ 
ports may serve the informational re¬ 
quirements of various users and thus 
may be useful and pacticable. 

Issuing of multipurpose reports is based 
on the assumption that most, if not all, 
users have similar information needs and 
interests. To the extent, the interest of 
various users coneide, a multipurpose 
report is possible. But the wide variety 
pf potential users for general purpose 
reports makes it difficult to prepare a 
single set of published statements so 
structured as to simultaneously provide 
all necessity information to all possi- 
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We users. 9 Therefore, Stone 9 has tug* 
gested : 

“If interests and resultant informational 
needs are in conflict, a selection of 
dominant interest group must be made 

.the most effective and efficient 

(annual) report will be achieved when 
the dominant group is singled out as the 
focal point of the report.” 

Traditionally, share-holders (both exist* 
ing and potential) have been usually 
singled out as the dominant user group, 
i.e primary users of corporate annual 
reports. In fact, corporate annual re¬ 
ports arc usually addressed specifically 
to share-holders. In his study, Hay® 
finds that managements accord 100 per 
cent priority to shareholders in prepar¬ 
ing annual reports. A recent study 10 
conducted by the Financial Executive 
Institute concludes that “among corporate 
executives current share-holders and 
prospective shareholders (and those who 
influence their decisions) are the primary 
audiences for corporate financial report¬ 
ing.” The study finds that 90 per cent 
of the companies allocate first priory 
m financial reporting to the existing 
share-holders. Accordingly only about 
10 per cent of the companies positioned 
the existing share-holders as other than 
primary. The second most important 
audience has been described as the “fin¬ 
ancial community”, including security 
analysts, financial opinion makers, 
potential share-holders or others who are 
in a position to affect decisions to buy, 
hold or sell securities. 

Nature of the Audience 

Selection of share-holder group as 
dominant user group raises further ques¬ 
tions about the nature of this primary 
audience. Within the share-holder group 
there may exist a wide range of sophisti¬ 
cation levels Some investors may have 
little knowledge in accounting and busi¬ 
ness. On the contrary, there may be 
some sophisticated investors such as insti¬ 
tutional investors, security analysts or 
individual sophisticated investors. What 
should be the degree of sophistication in 
annual report users is an unsettled ques¬ 
tion in accounting. Also there is a diffe¬ 
rence of opinion among accounting 
writers as to the degree pf sophistication. 


Chetkovich 11 feds that annual reports 
should be prepared for standard reader. *> 
He defines standard reader as one who 
satisfies two criteria: “he should be inter¬ 
ested to the extent that he is willing to 
read carefully and he should be reason¬ 
ably informed on financial matters, at 
least with respect to the commonly used 
terminology of accounting and finance,” 
On the other hand, McCormick 19 argues 
that unsophisticated investor is the focal 

point for the annual report. “We. 

develop techniques for presenting this 
highly important information to the lay 
men—to the man who cannot be expect- j 
ed to bring a technical background to 
the reading of financial statements.” 
Mautz and Sharaf 13 have taken the view 
that disclosure should be made for the 
sophisticates. 

Study Group Report 

The True Blood Committee Report has 
recommended that annual reports should 
serve primarily those users who have 
limited authority, ability or resources to 
obtain information and who rely on fin¬ 
ancial statements as their principal source 
of information about an enterprises eco¬ 
nomic activities 13 . This view is based on 
the belief that some users of information 
can obtain more information about an 
enterprise than others such as managers, 
largescale equity investors and creditors. 
Some economic decision-makers have 
resources available to obtain much more 
information than is generally available to 
other users. 

Although complete consensus is lacking 
in financial accounting with regard to 
the question, i.e. for whom disclosure 
should be made, it can be concluded that 
share-holders (existing and potential) are 
the primary users of annual reports of 
companies. Therefore, those who prepare 
annual reports should give top priority to 
share-holders* informational requirements 
while deciding items of information to be 
reported in annual reports. There is a 
need to conduct an investigation into ifo 
formational needs of share-holders so 
that information, useful and relevant to 
them, can be disclosed by companies in 
their annual reports. Other users also 
use annual reports in making economic 
decisions and similar decisions. But the 


Mime, 





requirements of these users should be 
subordinated to the needs of share-hol¬ 
ders who are dominant users of annual 
reports. For these other users (second- 
dary user group) some additional infor¬ 
mation can be provided in company 
annual reports. Thus, a company annual 
report based, to a large extent, on share¬ 
holders’ needs can meet the informational 
requirements of other users’ as well. 
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Strategy for Bridging Edible Oil Gap 

A.R. Patel & (Mrs) R.M. Shah 


The per capita availability of edible oil in the country is much below 
the level recommended by health authorities. An attempt is made 
here to assess the efforts being presently made to increase oilseeds 
production. The authors also suggest exploitation of minor oilseeds 
and rice bran apart from using appropriate technology to Improve 
the processing of oil. 


Cultivation oi oilseeds crops in India 
is of crucial significance. It not only pro¬ 
vides a rich source of fats and proteion 
to human beings and vegetable oils for 
industries, but also generates consider¬ 
able employment opportunities. With ao 
annual production of nine million tonnes 
of oilseeds on an area of 16 million 
hectares, it contributes substantially to¬ 
wards the agricultural economy of the 
country. Abaut 14 million persons eng- 
ged in its cultivation derive livelihood 
out of it. The edible oils industry con¬ 
sists of about 230,000 village ghanies, 
50,000 power-driven ghanies, 15,000 e,\. 
pellers and 200 solvent extraction units 
which provide employment to another 
about half a million persons. 

However, the per capita availability of 
major edible oils per annum has been 
substantially low (Table I) as compared 
to the 10.95 kg recommended level. 

The supply of edible oils from various 
internal sources (Table II) during the last 
five years (1975-76 to 1979-80) has not 
only been very erratic but also not in tune 
with the rising demand. This has com¬ 


pelled India to import huge quantities of 
oils at exhorbifant prices. Imports have 
been of the order of 12,90 lakh tonnes in 
1977-78, 11 40 lakh tonnes in 1978-79 and 
about 11 lakh tonnes in 1979-80. 

The demand for household require¬ 
ments and that for soap, vanaspati and 
paint industries by the end of 1982-83 
and 1987-88 has been placed at 50-40 
lakh tonnes and 66.85 lakh tonnes, res¬ 
pectively (Table 111). 

It is against this background that an 
attempt is made here to appreciate tne 
efforts presently being made to increase 
production of oilseeds as also the most 
urgent need of exploiting the minor oil¬ 
seeds of tree origin, rice bran and make 
use of appropriate technology to unpiove 
the processing of oil, oilcakes, etc. 

The analysis of the data pressented in 
Table 11 reveals that the contribution of 
the major oilseeds, viz, groundnut, castor, 
sesamum, repc/mustard and linseed, to 
the total supply of oils in the country 
varies from 83.76 per cent in 1975-76 to 
76.66 per cent in 1979-80. This is mainly 
attributable to the shortfall in achieving 


the targets set for oilseeds production 
from time to time as is evident from the 
statistics presented in Table IV. 

The year 1976-77 witnessed substantial 
shortfall in the achievement of the target 
This resulted in 20.50 lakh tonnes of oils 
(80.58 per cent) being obtained as against 
25.80 lakh tonnes (83 76 per cent) in 
1975-76 from these oilseeds crops. The 
Government had appointed an Inter-Mini¬ 
sterial Group in April, 1977, to suggest 


Tabu. 1 

Per Capita Availability of Major 
Edible Oils 

(in Kg'annum) 

Year 

Edible Otis 

Vanaspati 

1971-72 

3.93 

1.10 

1972-73 

3.15 

1.00 

1973-74 

3.78 

0.80 

1974-75 

3 30 

0.60 

1975-76 

3.19 

0.90 

1976-77 

3.65 

0.95 

1977-78 

4.54 

0.97 

1978-79 

4.37 

1.03 

1979-80 

3.80 

1.06 


measures to increase the output of the 
edible oilseeds, cotton and pulses. The 
group had suggested following short-term 
and long-term measures to increase the 
production of oilseeds : 

(i) As part of short-term strategy, the 
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group had recommended fcerial spraying 
of insecticides on 80,000 hectares and 
ground-spiaying of insecticides on 4 7 
lakh hectares ol groundnut crop, 200,000 
hectares of lapesced crop and 100,000 
hectares of mustard seed crop The 
group had suggested a subsidy of Rs 25 
per hectare for aeual spraying and 
Rs 5.50 per hectare for ground spraying 

(ii) The group also wanted the State 
Governments to provide short-term loans 
to farmers in order to enable them to use 
fertilizer on a larger scale than hitherto. 

(lit) The seed production and distribu¬ 
tion progiamme, it had been recommen¬ 
ded, should be taken up by the National 
Seeds Corporation (NSC) with the help 
of the State Seed Corporations and State 
Farms Corporation ol India. The addi¬ 
tional cost involved in processing, grad¬ 
ing, packing and storage of the seed 
should also be met by a subsidy fiom the 
Government. 

(iv) More areas should be brought 
under soybean and sunflower crops. As 
lar as soybean is concerned, there is pot¬ 
ential for 10 lakh hectares to be covered 
under soybean, provided adequate market 
support is extended and remunerative 
price is ensured for the meal which con¬ 
stitutes 65 to 80 pel cent of the seed. 
Moie soybean meal based industries 
producing edible so>a Horn, soya lextuicd 
protein, soya protein isolates and concent¬ 
rates, etc should be set up 

(v) As part of long-term mcasuies the 


group had suggested that: (a) The irri¬ 
gated acreage under groundnut should be 
increased in the command areas of Nagar- 
jundsagar, Tungabhadra Ghataprabha, 
Malaprabha, Htrakud and Rajasthan and 
Bhakra canal projects., and (b) Intensive 
sesamum development piogramme in the 
major sesamum growing areas of Rajas¬ 
than, Uttar Pradesh, Mddliya Pradesh, 
Andhra Pradesh, Maharashtra, Karnataka 
and Guiarat should be undertaken. 

A number of special measures, therefore, 
have been undertaken to step up the pro¬ 
duction of oilseeds m the country The 
steps include increasing the productivity 
per hectare through adoption of the pac¬ 
kage approach involving use of quality 
seeds, fertilizers and pesticides m selected 
districts and by extending the area under 
lirigatcd oilseeds The intensive oilseeds 
development progiamme is m operation 
in 10 States I he achievement m bung¬ 
ing area under oilseeds cultivation was 
21.90 lakh hectares as against the target 
of 19.40 lakh hectares. Tflorts were also 
made to strengthen the seed production 
programme for ns Inch funds were made 
available to agricultural umveisitics. 
National Seeds Corporation and State 
Governments to take up large-scale pio- 
ducoon of breeder foundation and cei ti¬ 
lled seeds of oilseeds, paiticulmly ground¬ 
nut. 

Special emphasis has also been laid on 
the extension ol oilseeds, particularly 
groundnut, rapeseed, sesamum and sun¬ 


Tabii II 




Oil Supply Estimates during 1975-76 to 1979-80 






(lakh 

tonnes) 

Source 

1975-76 

1976-77 

1977-78 

1978-79 

1979 80 

Cioumlnut oil 

15 15 

11 80 

11.60 

14 31 

12 90 

Oil 1 xtracted fiom Odcakci l 00 

1.00 

0.60 

0.80 

0 80 

Mustard oil 

5 45 

4 40 

4.51 

5 24 

1.70 

Sesamum oil 

1.40 

1 20 

1 46 

1.62 

1 20 

Coconut oil 

1.50 

1 50 

1 80 

1 80 

1 80 

Cottonseed oil 

1 50 

1 30 

1 50 

1.80 

200 

Safflower oil 

0 50 

0 54 

0 50 

0.52 

0 40 

Castor oil 

1 00 

0.80 

1 00 

0.91 

0.80 

Niger oil 

0 50 

0.30 

0.30 

0.34 

0.30 

Linseed oil 

1 80 

1.30 

1.40 

1.48 

1.30 

Minor oils 

1.00 

1 30 

1 50 

1.50 

1.80 

Total 

30 80 

25.44 

28.17 

30.32 

* 

27.00 


flower in the command areas of major 
irrigation projects in Andhra Pradesh, 
Karnataka, Orissa and Rajasthan. In all 
284,000 hectares have been covered by 
the irrigation programme, as against a 
target of 240,000 hectares, The develop¬ 
ment of non-traditional oilseeds is also 



TABU III 


Projection of Demand for Oil by 

1 1982-83 and 1987-88 



(Lakh tonnes) 

Sources 

1982-83 

1987-88 

Household 

40.12 

49.03 

Soap 

4.75 

4.92 

Vanaspati 

8.33 

11.50 

Paint etc 

1.20 

1.40 

Total 

54.50 

66.85 


Tabu IV 


Targets and Achievement of Oilseeds 


Production 



(Million tonnes) 

Plan Period 

Target Actual 

Pcrcen- 

year 


tage Ac- 


hievcmcnt 

1 list Plan 

5 5 5.7 

103 64 

Second Plan 

7.6 7 0 

92 11 

Third Plan 

9.8 6 4 

65 31 

1 ouith Plan 

94 89 

94.68 

1974-75 

J00 8.5 

85.00 

1975-76 

10.0 9.9 

99.00 

1976-77 

10 5 7.8 

74.28 

1977-78 

10.8 9 0 

83 33 

1978-74 

10 8 9.6 

88 88 

1979-80 

10,2 8 6* 

84.31 

*(hkely) 




being undertaken under a centrally- 
sponsored scheme, the area covered being 
270 000 hectares. Cultivation of soybean 
was taken up over an area of about two 
lakh hectares mainly in Madhya Pradesh, 
Uttar Pradesh, and Karnataka under 
another centrally sponsored scheme. In 
order to encourage the farmers to take up 
oilseeds production, financial assistance 
for sunflower and soybean cultivation is 
being given at the rate of Rs 300 and 
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Ill ,per-h«Mare iregpectively.tothe 
Armen ti> meet the cost at inputs. 

« these short-term measures have shown 
positive results to some extent and the 
production of oils registered a growth 
rate of 10.09 per cent (22.57 lakh tonnes) 
in 1977*78 and 18-83 per cent (24.36 lakh 
tonnes) in 1978-79 over that of 1976-77, 
respectively. The data presented in Table V 
reveal considerable possibilities of in¬ 
creasing the yield potential of these crops 
in respective States. In order to achieve 
a breakthrough in this respect, the ICAR 
has planned to set up ten new centres for 
conducting research on oilseeds besides 
strengthening 18 of the existing 53 centres 
to improve the yield potential of ground¬ 
nut, rapeseed, sunflower, niger. castor 
and linseed crops. A national research 
centre on groundnut has now been set 
up at Junagadh in Gujarat for intensify¬ 


ing research on groundnut crop* This 
centre would undertake fundamental re¬ 
search on cyMogical, cytogenetic and 
other aspects of groundnut plant, besides 
collecting, cataloguing and evaluating the 
available genetic resources. It will also 
supply basic genetic material to breeding 
centres for evolving high yielding ground¬ 
nut varieties suitable for various agro- 
climatic situations. The centre will also 
initiate post-harvest technological studies 
with special emphasis on aflatoxin conta¬ 
mination/content. 

Studies would also be conducted for 
improving rhizobium cultures which help 
groundnut plants Ax atmospheric nitrogen 
into the soil. Research on different rape- 
seed and mustard crops is being inten- 
fled further under a project sponsored by 
the Department of Science and Techoiogy. 
Six leading centres have taken up resear¬ 


ches on toria, rai, sarson, taramlm, laht 
etc under this project. 

While there has been limitation in in¬ 
creasing the area under groundnut, the 
attempt should be made to concentrate 
on introducing high-yielding varieties of 
oilseeds, particularly the varieties deve¬ 
loped by BARC which yield 40 per cent 
more output and two per cent more oil 
should be spread all over the country 
where the results have confirmed the 
potentialities. The Government had also 
tried to introduce the cultivation of soy¬ 
bean which yielded only seven quintals 
per hectare on farmers’ fields as against 
15 to 30 quintals yield on experimental 
farras/demonstrution farms. A major 
pioblem with soybean cultivation is that 
it requires proper strain of rhizobium 
culture and nutrients. 

High oil content, short duration, dro- 


Tablb V 

State-wise Area, Production and Yield Per Hectare of Major Oilseed Crops in India—1977-78 

(Area—’000 hectares; Production—’000 tonnes). 


Groundnut Castor Sesamum Rape/Mustard 1 inseed 


State 

Area 

Produc- 

Yield 

Area 

Produc- 

Yield Area Produc- 

Yield 

Area Produc- 

Yield 

Area Produc* Yield { 



tion 

Kg/Ha 


tion 

Kg/Ha 


tion 

Kg/Ha 


tion 

Kg/Ha 


tion Kg/Ha ] 

Gujarat 

2039 

1827 

896 

100.9 

135.0 

1338 

102 

30 

294 

105 

51 

486 




Tamil Nadu 

990 

1146 

1158 

11.6 

4.8 

414 

182 

61 

335 

- 

— 

- 

p 



Andhra 
















Pradesh 

1263 

1129 

894 

243.8 

47.8 

196 

165 

23 

139 

-- 

— 

— 




Karnataka 

994 

774 

779 

35.3 

20.8 

589 

118 

49 

415 

— 

— 

— 

72 

19 

264 

Maharashtra 

795 

478 

601 

4.7 

1.4 

298 

179 

52 

291 

- 

— 

— 

281 

60 

214 

Madhya 
















Pradesh 

448 

238 

531 

3.8 

1.3 

342 

247 

30 

121 

250 

97 

388 

720 

158 

219 

Rajasthan 

385 

238 

618 

— 

-re 

— 

422 

75 

178 

316 

204 

646 

101 

38 

376 

Orissa 

151 

225 

1490 

36.3 

17.5 

482 

155 

70 

452 

154 

68 

442 

31 

13 

419 

Uttar 
















Pradesh 

318 

180 

566 

—. 

— 

— 

735 

87 

U$ 

2053 

1084 

528 

624 

163 

261 

Punjab 

129 

114 

884 

-- 

— 

— 

— 

- 

— 

83 

57 

687 




Bihar 

— 

_ 


4.8 

5.2 

1083 

— 

— 

— 

95 

46 

434 

101 

37 

366 

West Bengal 

— 

— 

— 

— 

—. 

— 

52 

34 

654 

110 

47 

427 

68 

IS 

265 

Assam 



— 

— 

— 

— 

— 


— 

196 

86 

439 




Haryana 

— 

— 

— 

— 

— 

— 

— 

— 

— 

118 

82 

695 




J&K 

— 

— 

— 

— 

— 

— 

— 

— 

— 

48 

44 

917 




Total 

7512 

6349 

845 

441.2 

233.8 

530 

2357 

511 

217 

3528 

1866 

524 

1998 

506 

253 

All-bdia 
















including 










* 






Minor States 7548 

6387 

846 

446.4 

235.7 

528 

2441 

540 

221 

3557 

1877 

528 

2025 

514 

254 

J 
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ught resistance and suitability to grow in 
different seasons were some of the promis¬ 
ing features which led to the introduction 
of different varieties of sunflower seeds. 
Though its cultivation has been introdu¬ 
ced in a number of States, experience has 
shown that it has poor seed s ttjng 
and other deficiencies and inadequate 
marketing arrangements. These pro¬ 
blems need to be attended to seiiously* 

Lack of Finance 

There is a need to spend more money 
for undertaking intensive research work 
programme in oilseeds now than before. 
A number of problems with regard to the 
working of the All-India Co-ordinated 
Research Project on Oilseeds (AICORPO) 
have been discussed by the National Com¬ 
mission on Agriculture (NCA). The prin¬ 
cipal problem is the lack of adequate 
finance to cover a range of oilseeds with 
different modern techniques m a variety 
of locations. These observations of the 
NCA should be given top priority and 
Government should make adequate 
efforts to provide funds for this pur¬ 
pose. It may he possible ior us to seek 
financial assistance from international 
organisations, viz, IBRD, FAOand IFAD. 
Also there is a need for involving the oil 
manufacturing and vanaspati industries 
in this herculean task for providing finan¬ 
cial assistance as also extension services 
to the farmers for advocating and demon¬ 
strating the effectiveness of improved 
practices. 


edible oilseeds for medicinal, cleaning, 
therapeutic and industrial purposes and 
various processes involving their maximum 
utilisation for getting other products, 
provide full or part time employ¬ 
ment to a very large number of 
people in the rural and forest areas. 
There arc varieties of trees which yield 
non-edible seeds namely, sal, neem, 
mahua, fcaranja, kusum and kokum. The 
present supply of oil from these sources 
is 100,000 to 180,000 tonnes which in terms 
of percentage to the total supply works 
out to 3.30 to 6.66 in the year 1975-76 
and 1979-80, respectively (Table II). The 
seed potential of these trees is estimated 
at 6.7 million tonnes (Table VI), One 
million tonnes of oil could be obtained 
from these seeds. The development of 
this industry is also significant in areas 
where the species may not be in existence 
at all. 

The oilseeds of tree and forest origin, 
which are called minor oilseeds, can make 
a major contribution towards augmenting 
the supply of edible and non-edible oils 
in the country. Not only can it make 
the country self-sufficient and self-reliant 
in the area of vegetable oil economy but 
also for earning valuable foreign exchange 
through exports of de-oiled meals and 
cakes. The country can produce enor¬ 
mous wealth from waste. 

In the entire forest belt of Assam, 
Nagaland, Manipur, Tripura, Arunachai 
Pradesh, Bihar, Orissa, West Bengal, 
Uttar Pradesh, Madhya Pradesh and 


Ham parts of Mahsmfctt* *nd Karo*, 
taka, these oilseeds are available in abun¬ 
dance. Some of them are salseed, mango- 
kernel, neemseed, babul, mahua, kokum, 
uadi, karanja, kusumseed, m&roit 
mahera, dhupa and khakhan Most of 
them are edible while others can be used 
for iodustria! purposes. 

It is estimated that 55 lakh tonnes of 
salseed can yield more than 600,000 ton¬ 
nes of oil valued at Rs 480 crores and 40 
lakh tonnes of cakes (meals) worth Rs 65 
crores. As against this only about 100,000 
tonnes is collected. Salseed produces 
12.5 per cent oil and 83 per cent meal... 
Mango kernels yield six per cent oil. 
Twenty lakh tonnes of mango kernels 
can yield 120,000 lonnes of oil valued 
at Rs 150 crores and 12 lakh tonnes of 
cakes worth Rs 90 crores. Neem-seed is 
available all over the country and has 20 
per cent oil. The potential of neemseed 
is estimated at 400,000 tonnes which can 
yield about 83,600 tonnes of oil valued at 
Rs 60 crores and 2.4 lakh tonnes of cakes 
worth Rs 4 crores. As against this, only 
100,000 tonnes of this seed are collected. 

The major inhibiting factors with regard ' 
to the utilisation of these minor oilseeds 
are: (i) Inadequate organisation for their 
collection; (ii) absence of roads in the 
interior of forests; (iii) short period dur¬ 
ing which the collection has to be made; 
(iv) lack of proper storage facilities; (v) 
the non-availability of the required finance 
for the collection of oilseeds and creating 
the required infrastrnctural facilities; and 


The rapid increase in the utilisation of 
oils and fats for edible and non-edible 
purposes and shortage of supply both in 
industrial and consumer sectors have 
underlined the urgency of fully exploring 
every available resources of tbe vegetable 
kingdom to bridge the ever increasing gap 
between demand and supply. 7 he Knadi 
and Village Industries Commission has 
demonstrated beyond doubt the commer¬ 
cial feasibility of exploitation of the non- 
edible oilseeds. The utilisation of non¬ 
edible oils for industrial purposes has the 
potentiality of releasing the edible oils 
for consumption purposes, besides aug¬ 
menting the production of useful goods 
like soaps, oilcake, etc. In addition to 
this, the systematic and scientific collec¬ 
tion and extraction of oils from non- 
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(vi) serious difficulties arising on account 
of the scattered distribution of the pro* 
duoing areas. In order to make a dent 
into the collection and processing of these 
minor oilseeds for providing large scale 
employment, bridging oil supply-demand 
gap in the country and earning foreign 
exchange on its export, it is imperative 
that appropriate organisation with the 
involvement of Khadi and Village Indus¬ 
tries Commission is created. In 
feet, this would be a renewable source of 
oil supply and need aot require replanta¬ 
tion immediately. Also, money spent on 
building up required infrastructure would 
help tribals modernise their activities and 
bring them into the mainstream of 
national life. Thus, it shall never be a 
waste of money. 

Among the perennial oilseed plants, 
coconut has been the most important. 
However, the problem with coconut has 
been that the yield of nuts per hectare has 
remained practically stagnant. The sap- 
ply of coconut oil has been 1.50 to 1.80 
lakh tonnes, accounting for 4.87 per cent 
to 6.66 per cent of the total supply 
I during 1975-76 and 1978-79. Break¬ 
ing the yield barrier in coconut should 
be the most important aspect of the re¬ 
search and development programme. 
There is also a need for a considerable 
step-up of research on all aspects of post- 
harvest technology. 

Rico Bran Oil 

Rice bran oil is a high grade oil with a 
composition approximating to that of 
gingelly (sesamum) oil. Its low linolenic 
acid content imparts it a distinct advan- 
t tsge over cotton seed and soybean oils. 
It contains oryzonal which is reported to 
have a favourable effect on human growth 
and harmonal secretions. It also con¬ 
tains a substance known as squalence 
which is used in pharmaceutical prepara¬ 
tions. It is an excellent media for cook¬ 
ing and is widely used as such in Japan, 
Thailand and Burma. There is also 
good scope for earning valuable foreign 
exchange by exporting the resultant de¬ 
oiled rice bran oake after meeting the 
local needs. 

g| The PCI and the Thanjavur Co-opera¬ 
tive Marketing Federation have given a 
lead in Tamil Nadu by utilising the bran 

swaw «?QM0ftttsT 
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from the four modern riee mills in 
Thanjavur and South Arcot districts for 
extracting oil from out of their own sol¬ 
vent plants. It is claimed that by remov¬ 
ing at least one per cent of the oil 
paddy by the existing methods of pro¬ 
cessing not less than 650,000 tonnes of 
bran oil can be obtained besides two 
million tonnes of de-fatted bran. There 
an 60 Such units in the countiy having a 
tottal registered capacity for processing 
3,340 tonnes of rice bran a day. Of them, 
a little over a dozen are in Andhra 
Pradesh with a capacity of 800 tonnes. 
The important States with rice bran oil 
units are Maharashtra, Madhya Pradesh, 
Haryana and Uttar Pradesh. 

The Paddy Processing Research Centic 
at Tirnvarur has developed a simple pro¬ 
cedure for milling which is not only chea¬ 
per but also yields bran with high oil 
content. 

Tremendous Potential 

Rice bran oil alone has the potentiali¬ 
ties for wiping out the entire deficit of 
edible oils in the country. India is the 
biggest producer of rice m the world, 
next only to China. However, only a 
very small proportion of the rice bran is 
processed and a very large quantity of 
oil in the rice bran is wasted. With the 
estimated production of over 65 million 
tonnes of rice in a year, India has the 
potential for producing about 4.2 million 
tonnes of rice bran which can yield over 
6.5 lakh tonnes of oil. It is estimated 
that the total availability of rice bran in 
the country in any year is more than 20 
lakh tonnes. But the entire quantity can¬ 
not come to the industry. Five lakh 
tonnes of bran yield 75,000 tonnes of oil 
and 3.5 lakh tonnes of extraction. With 
special efforts this can be doubled to 
150.000 tonnes of oil and 700,000 tonnes 
of extractions. 

The major obstacle in realising the full 
potential of the production of rice bran 
oil is that most of the mifls in the country 
are huller type. There are about 90,000 
hullers In the country. These mills pro¬ 
duce very inferior type of bran mixed with 
husk and dirt and hence it is not of in¬ 
dustrial grade. Also, because of the 
small-scale and scattered distribution of 
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mills, the collection becomes difficult and 
expensive. Another important inhibiting 
factor is that the countiy has yet not 
developed reliable bran stabiliser which 
can fully meet our needs for the produc¬ 
tion of low TFA rice bran oil. Thus, this 
is tiie area which olTcis tremendous 
potentialities ior generating employment 
and inci easing the supply of oils of the 
order of 6*>0,000 tonnes. 

Appropriate Technology 

Another aiea that engages attention is 
the employment of appropriate techno¬ 
logy to improve quality and yield ol oils 
and oil products fiom available seeds. 
Tins should be designed to reduce waste 
and increase value of goods produced. 
Introduction of physical refining to sub¬ 
stitute caustic icfining is an example. It 
reduces oil loss. This i eduction is equi¬ 
valent to increased production. Solvent 
extraction oilcakes is another example. 
Conversion of inedible oils into edible 
oils like refining of cotton seed oil, rice 
bran oil. salfat etc have also to be en¬ 
couraged 

Oilseeds provide not only oils but 
proteins as well. Oilcakes left after ex¬ 
traction of the oil can be processed to 
yield useful protein concentrates or iso¬ 
lates, good enough for human consump¬ 
tion. Since ouis is a land of mostly vege¬ 
tal ians, such a rich source of proteins of 
vegetable origin cannot be allowed to be 
used as manure or fed to the cattle. 
Technology to process these proteins, 
however capital intensive, should be 
considered to be papropuate enough. Such 
a technology will also open wide avenues 
for export since such proteins arc in great 
demand abroad. After a few years, oil¬ 
seeds proteins will have become anim- 
poitant alternative source of protein for 
human diet m India. 

Oils aic also rawmatenalstoi important 
chemicals which find wide uscm industry 
as well as in daily life of the common 
man. Encouragement to the oleo-chemical 
industiy would pi ovidc valuable exportable 
chemicals Theiefore, instead of export- 
> mg castor oil. it may be processed to 
value added chemicals for earning rich 
dividends through import substitution and 
export. 
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Thatrs precisely what we do 
at Walchandnagar every time 
we carry out the Back-to-Back Test 
on our Marine Qear Boxes. 

For the Navy. 


« 


The Leemder Claes frigate is one of 
the Navy's most sophisticated shi $. 
For its port and starboard main 
propulsion units, it requires two 
massive, precision gear boxes. 

We make them for the Navy. 
Naturally, before we deliver them, 
they have to be tested and proved 
100% perfect. This is achieved by 
simulating the operational conditt ins 
of the gear boxes through the 
Back*to-Back Test. 

The gear boxes are coupled to ste~m 
turbines that generate 15,000 H.P. 
at 5750 r.p-m. which in turn is 
reduced to 227 r.p m. by the gear 
boxes. Running at full load and full 
speed, the gear box performance is 
continuously monitored to obtain 
vital information. Observations sho.. 
the rigidity of the housing, the 
efficiency of the bearings, 
as well as the sound level and the 
vibration characteristics. 

The Back-to-BackTest is a very 
critically controlled operation. 

A gigantic amount of energy has 
to oe generated and kept under tight 
rein. But like scores of other massive 
jobs tanging from Nuclear 



Power Projects and Cement Plants to 
Space Research, we've been 
tackling it With complete success. 
With Walchandnagar know-how and 
capability, no job is too big or too 
tough to handle. 

There is always a way 
where there is Wit. • 
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WALCHANDNAGAR INDUSTRIES LIMITED 
Road, Pun* *11001.' 
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good, their potential capacity to damage 
developing countries from all points of 
view appears to be almost incalculable. 
The author has done well to give details 
of damage which is beiog wrought in 
developing countries by the activities of 
TNCs most of which are based in the 
USA so far as fndia is concerned. 
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Post-world war II has seen the ap¬ 
pearance of a new giant in the form of 
multinational corporation or better 
designated as ‘Transnational Corporation, 
(TNC), as the term ‘multinational corpo¬ 
ration’ is a misnomer from the legal 
point of view. Prof. Galbraith holds the 
transnational corporations responsible 
for ‘internationalising the tendency to 
inequality', whereas judge Jessup expres¬ 
sed concern about the impact these 
'giant octopus corporations with multiple 
subsidiaries' would produce on the 
sovereignty of nations. Kindleberger 
and Tinbergen wonder whether the 
emergence of the TNCs would not to a 
large extent wrest the substance of sove¬ 
reignty from the sovereign States. The 
United Nations has till today passed 
several resolutions expressing concern over 
the nature and impact of activities carried 
On by TNCs. 

Dr V. Gauri Shankar has done well to 
bring out the book, Turning the Giants, 
which is a reproduction of his doctoral 
thesis submitted to the Jawaharlat Nehru 
University in 1979. The author has tried 
to deal with the various issues raised by 
the emergence of TNCs and the impact 
on national and international economies 
qf their multifarious activities. 

One knows how much the names such 
as Colgate, Lipton and Brooke Bond, 
Palmolive, Erasmic, Lux and Rexona, 
Britannia, Nescafe, Leyland and Tata- 
sMercedes Ben/, Cadbury and Amul, ITC, 
Hawkins and Killicks, Dunlop, Singer, 
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Phillips, Murphy aud tjEC, Hindustan 
Lever, Bata, etc., etc. etc. have become 
part and parcel of chores of daily life of 
an Indian from the middle and upper 
classes. 

Do not therefore TNCs play a useful 
role in our life and economy? What is 
destructive about them and why control 
their activities? It is necessary that a 
common citizen in a democracy like 

BOOKS 

BRIEFLY 

India properly understands the vast rami¬ 
fications of TNCs. 

It should be realised that TNCs have 
vast potential to help developing coun¬ 
tries of the Third World. As the author 
has rightly pointed out, “Their ability 
to tap fioancial, physical and human 
resources around the world and to com¬ 
bine them in economically profitable 
activities, their capacity to develop new 
technology and skills and their produc¬ 
tive and managerial ability to translate 
resources into specific outputs are be¬ 
yond question". AH this ability of 
TNCs can help developing countries to 
accelerate their economic growth rates. 
They can act as great catalyst and help 
lift poor countries from their age-old 
stagnancy and raise standard of living of 
the people. 

But compared to their power to do 
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Meddling in Politics 

As regards the political impact of 
TNCs, the author has given details as 
to how they have been defying the 
resolutions of the United Nations, how 
they have been directly intervening in 
the political affairs of both mother 
country and the host countries, how they 
often act as agents of foreign policies of 
mother countries and how they bribe politi¬ 
cal parties and leaders in host countries 
with a view to bringing about manipulation 
of policies in their favour. The author has 
described the role played by the notori¬ 
ous ITT in Chile, by the United Fruit 
Company in Latin America, by Firestone 
in Liberia and by the British Petroleum 
in Abu Dhabi and Iran, how forty 
American companies made donations to 
political parties in India, how they spend 
millions to maintain lobbies inside the 
Parliament and Government and how 
they resort to bribery and if necessary 
even to violence in different parts of the 
country to secure their ends. There is no 
doubt that if they mean, TNCs can 
destabilise political conditions in deve¬ 
loping countries. The reviewer would 
strongly recommend to those interested 
in the subject reading of the book The 
Sovereign State : The Secret History of 
77Tby Anthony Sampson. He wilt find 
it better than the best thriller he has ever 
read. 

The power of TNCs to effect short¬ 
term as well as long-term or even perma¬ 
nent damage to the economies of 
developing countries is truly breath¬ 
taking. The uithor has done well to 
pinpoint all these aspects. For example, 
TNCs by providing Capital may reduce 
rate of domestic saving; they may take 
enormous profits out of the country; 
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jQ% HSfy impose itimeMms burden on 
foreign exchange resources of developing 
countries by way of transfer Of royalties, 
various fees and profits; they would 
bargain for tax concessions thus depriv¬ 
ing the Government of tax revenue; they 
would introduce inappropriate techno¬ 
logy and foreign management and 
administrative techniques not Suited to 
Che culture of developing countries; they 
might manufacture goods of low priority 
because they give maximum profit which is 
the ultimate objective of all TNCs; they 
may change the entire pattern of inter¬ 
national trade and produce upsetting 
effect on balance of payments position 
of developing countries. India has had 
experience of all this. 

Yes, TNCs help fill resource gaps, 
fill foreign exchange gap, fill technologi¬ 
cal and management gaps, create em¬ 
ployment opportunities, help reduce 
local monopoly power, pay enormous 
taxes to Government and help accelerate 
growth of developing economies. But 
considering the damage done by them, 
developing countries appear to be paying 
too heavy a social cost to obtain the 
above advantages. 

Nefarious Impact 

The author has done well to draw 
attention to the impact created by TNCs 
on socio-cultural patterns of developing 
countries. In one sense, this is the 
greatest damage wrought by TNCs. The 
TNCs have introduced in host countries 
their own consumption patterns which 
are unsuitable to developing countries, 
top heavy managerial and organisational 
patterns, an alien value system and a 
whole set of cultural and moral values 
which arc cutting the very roots of 
socio - cultural systems of developing 
countries. 

What do we do with TNCs then? Their 
appropriate regulation both at the national 
and international leva has become 
absolutely necessary and in fact overdue, 
especially in view of the establishment of a 
new and just international economic order 
which the statesmen have, been advocat¬ 
ing to avoid the world ^atastrophy which 
otherwise would overtake mankind. 

The author has provided a broad 
framework and directive principles for 

J,. t, ,r. W 

nmuffliwr 


regelating the abtiiiities of TNCs witha 
view to enabling them tdplaytheit useful 
role in developing ootiirtries white : res¬ 
training their harmful activities. 

It is emphasised that TNCs should 
respect and obey national laws, policies 
and social and economic objectives 
of host countries. They should not 
call upon mother countries to interfere 
in case lawful action is taken against 
them by governments of host countries. 
TNCs should not act as a State within 
a State. Their activities should he such 
as would “advance domestic effort and 
supplement it by contributing positively 
to the economic and social development 
Of host countries”. They should pro¬ 
mote atfd transfer appropriate techno¬ 
logy at reasonable cost and provide 
training facilities and adequate oppor¬ 
tunities to nationals enabling them to 
play a meaningful role in the management 
of TNCs. 

International Pact 

Gauri Shankar strosses the need for 
international agreements in respect of 
TNCs in regard to harmonisation of 
anti-trust laws, corporate taxation, res¬ 
trictive trade practices and so on. 

While rigorous efforts must be made to 
regulate the actiyiti$j of TNCs, one 
wonders whether the subtle manner in 
which they work to undermine the socio* 
economic and political framework of 
developing countries can ever be brought 
under regulatory framework. This octo¬ 
pus which represents new imperialism is 
more ruthless and subtle than the naked 
imperialism of the olden days and there¬ 
fore less susceptible to formal control 
and regulation. And yet a most watchful 
eye must be kept on att TNCs. 

In recent years there has been 

growing literature on the subject of trans¬ 
national or multinational corporations. 
This book therefore with its fairly old 
data appears dated. Thom who have 
read ‘Foreign Investment in India’ by 
M. Kidron, or ‘World Without Borders’ 
by Lester Brown, or ‘Internationalization 
of Business’ by I. Fayerweather or 
William Roger’s ‘The Amazing Story 
of I.B.M.’, will find the book under * 
review almost elementary. But for those 
who have neither the patience nor time 
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;W’|id:’'' through -the abdverriientiotted^ 
voluminous books, this book would 
provide most of the information thf3||‘ 
need to know about the new pheaomefton l 
of TNCs which is bound to play a vitop 

role ia the lives of all of us. ' v 

, • * 

INDUSTRIAL DEMOCRACY 

,I 

Cordial worker-management relation-;; 
ship is absolutely necessary for the e®i l | 
cient functioning of any industrial s 
establishment. India has embarked on a,j; : 
programme of rapid industrialization,. 
But her industrial growth would be.- 
adversely affected if harmonious worlccfM 
management relationship is not establish* | 
ed on a permanent basis, I 

‘ '!■' 

Dr Michael has made an attempt in hikl 
Industrial Relations in India and Workers' 1 ; 
Involvement in Management to study the 
problem of industrial relations in India'*jfff 
their various aspects. But his main concern'? 
in this book is how to establish industrialj 
democracy in the country as that happeq&f 
to be one of the accepted principles 
goals in recent years in the industrial 
field. This democratic principle in ttesf 
industrial field has come to be embodied 
in workers' participation in management^ 
Having examined how the preset^ 
machinery providing for workers’ parti?^': 
cipation in management is functioitifi^f 
especially in the teAile mills in Bomb»i§| 
Dr Michael who is obviously dissatisfies®, 
with the present machinery, has suggested;. 

a new model in this regard, >:f 

1 ^ if 

The author, on the basis of a study ^ 
how effective the existing scheme «|I 
workers' participation in managemetj^ 
is in the textile mills in Bombay, 
come to some important conclusi<Sqsi| 
Having examined the working of- its®, 
existing machinery consisting of work|i 
committees, joint management councils 
and so on, he has come to the conclusipfi 
that “the present system of workers’ 
participation is accepted neither by 
workers nor by the managements.” Ac*i t 
cording to him, “The workers aspire for i 
a mechanism through which they cau ' 
express themselves before the manage¬ 
ment.’’ He opines that workers do not; 
wish to share the authority but wish to ? 
bear and be heard. They wish that an 
informal communication channel between 
workers and management be established 

■ / 
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land made to function on a costinniag 

f basis. 

h On the basis of his discussions with 
workers, the author feds convinced that 
his proposed three-tier system of partici¬ 
pation would be most acceptable to 
workers as that would ensure their effec¬ 
tive involvement in industrial manage¬ 
ment 

The author has emphasised that there 
Should be “actual involvement of workers 
in all affairs of their respective levels." 
According to him, the technique of in- 
' vehement should consist of a process 
through which a permanent communica¬ 
tion and involvement in every industrial 
establishment are established. 

Model of Participation 

He has suggested a model of workers' 
participation in management from ‘the 
grass-root level to the top of the enter¬ 
prise. The system is conceived in three 
stages: (1) Communication stage, (2) 
participation and decision-making stage, 
both at the shop level and at the establish¬ 
ment level, and (3) the top management 
stage. 

As regards the first stage, namely the 
communication stage, according to the 
tuuthor, all suggestions, opinions, grievan¬ 
ces, complaints and how they can be re¬ 
moved, etc. should be communicated by 
each worker to his immediate superior. 
There should be a chain of communica¬ 
tion from bottom right to the top which 
should deal with only those matters which 
With the delegated authority at each level 
cannot be successfully dealt with at lower 
level. Similarly, if the management wants 
to introduce a change that would affect 
workers, the above chain of communica¬ 
tion should be utilised so that each wor¬ 
ker comes to know of the change or re¬ 
form through his immediate superior 
who will try to educate and convince him 
of the new reform or suggest modifications 
Ip management in case affected workers 
'hove any positive suggestions in that re- 
'•Jpfd. The author feels convinced that 
ipltnblishmcnt of this line of communica- 
1 ..Hon would mean that each worker would 
ted a sense of involvement in decision¬ 
making, instead of his being represented 
a union leader who gets elected due to 
Jiersonal or political influence. The ar- 


’ f j[ 11 t *' 

nwgemetrt would go a tout wuy'iu am* 
Wishing happy industrial relationship. 
It is true that absence of opportunities of 
voicing one's complaints often becomes 
the root cause of discontentment among 
workers leading to misunderstanding, frus¬ 
tration and often violence in the industrial 
field. 

The second tier of the machinery con¬ 
sists of participation and decision-making 
stage. According to the author, in each 
section or department, a committee of 8 
to 10 workers should be elected every 
year. The section-head would be the 
chairman of the committee, while the vice- 
chairman would be from among the elec¬ 
ted workers. The committee should have, 
according to the author, “... the powers 
and responsibilities to manage each sec¬ 
tion and to maintain discipline." The 
section or department committees (i.e. 
shop-floor committees) arc suggested not 
only for blue-collar workers but also for 
white-collar jobs. 

In addition to the shop-floor commit¬ 
tees, there would be a unit assembly or 
assembly for the establishment as a whole. 
This will be a high powered functional 
committee of employees of the establish¬ 
ment duly elected by workers once in 
three years. While the chief executive of 
the industrial establishment would be the 
president of the unit assembly, the vice- 
president would be elected by the com¬ 
mittee members from among them. 

Unit Assembly 

According to the author, the unit as¬ 
sembly can discuss any important issue 
referred to it either by the top manage¬ 
ment or by shop-floor committees. The 
unit assembly should be treated as the 
policy-making body functioning in line 
with the overall company policy of the 
board of directors. As far as possible a 
clash between the unit assembly and board 
of directors should be avoided. Should a 
clash between the two become inevitable, 
a joint meeting of the two should be held 
and decision taken on the basis of majo¬ 
rity and that should be binding on both 
workers and management. 

The third and final tier in the three-tier 
system consists of the board of directors. 
The author has suggested that two mem¬ 
bers of the unit assemfily (one represent- 


mum mmum am t&f yiy 
tativc of workers) should be elected on 
the board of directors by the unit assem¬ 
bly every year. 

The author feels confident that tin 
model suggested by him would result in 
actual involvement of workers in manage* 
ment since all workers get an opportunity 
to communicate with and participate in 
management. This would also provide 
increasing opportunities for enterprising 
workers to show initiative and emerge as 
leaders. This would automatically limit 
the role of outside leaders in industrial 
establishments which should contribute to 
good industrial relations, 

Ail-round Opposition 

Dr Michael is however apprehensive 
that his scheme would meet with opposi¬ 
tion from several quarters. For example, 
trade unions might oppose the scheme as 
they Would lose their direct control over 
workers and management may not like 
the scheme because they might not like 
to share some of the business secrets with 
workers. Even political parties and leaders 
might oppose the scheme because they 
might lose their hold on workers whom they 
would like to use as pawns in their poli¬ 
tical game. The author feels certain that 
his suggested scheme is in the best interest 
of both workers and management and 
would result in better industrial relations. 

Industrial peace is the need of the hour 
in India. This implies good industrial 
relationship in the country. At present 
industrial relations are soured by many 
factors, internal and external, resulting in 
industrial unrest, loss of enormous num¬ 
ber of mandays and production anti retar¬ 
ded industrial growth. If all this is to be 
avoided, good industrial relations must 
prevail. Whether workers want to parti¬ 
cipate in management or not, there should 
be established a mechanism that would 
result in creating ampng workers a sense 
of participation and involvement. From 
that point of view, the model suggested 
by Dr Michael appears satisfactory. Since 
the existing machinery has for all practi¬ 
cal purposes failed to establish good in¬ 
dustrial relationship in India, a fresh ap-" 
proach to tile problem needs to be adop¬ 
ted, Dr Michael has provided this new 
model which deserves to be given a se* 
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trill Hi least in some industrial esta¬ 
blishments. 

TENANCY SYSTEM IN U.P. 

Kripa Shankar has made an attempt in 
his Concealed Tenancy and Its Implication 
for Equity and Economic Growth to study 
the phenomenon of tenancy in UP having 
gone underground after the enactment of 
the UP Zamindari Abolition and Land 
Reforms Act of 1950. In the light of his 
analysis, he has also worked out the 
policy-implications for ensuring ‘land to 
the tiller’ and equitable distribution of 
gains of economic development. 

It is instructive to observe how concea¬ 
led tenancy emerged in UP. What UP 
inherited at the time of independence was 
“a colonial-cum-feudal-cum-mercantile 
capitalist economy in which zamindars, the 
sahukars and traders reigned supreme.” 

The UP Government passed in 1950 the 
UP Zamindari Abolition and Land Re¬ 
forms Act. This act was supposed to 
statutorily abolish the zamindari system 
and bring cultivators into direct contact 
with the state by abolishing intermediaries 
with their various feudal exactions. Out¬ 
wardly the UP Act was more radical than 
land reform measures in many other 
zamindari states as the act prohibited 
leasing of land except in the case of 
widows, minors, disabled persons and 
army personnel. The Land Ceiling Act 
came into being in the early 1960s. The 
Act not only fixed the ceiling quite high 
but it contained so many exemptions and 
loopholes that the surplus land declared 
was negligible. 

Gone Underground 

The above two land reform measures 
did not in fact achieve the objective of 
providing land to the tiller but resulted 
in concealed tenancy, notwithstanding the 
legal ban against it. The hold of land¬ 
lord class and of the bureaucratic machi¬ 
nery, which was also mostly manned by 
members of the social elite, on the 
rural economy and village communities 
was so strong that the Agricultural Cen¬ 
sus of 1970*71 found that only 0.21 per 
cent of the cultivated area in UP was 
under tenancy. This was as the official 
records showed. This gives an idea of 
the enormous extent to which tenancy has 
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gone underground. Another indirect 
proof of concealed tenancy is provided 
by the fact that the same census revealed 
that in UP the top 0.7 per cent of the 
landholdings accounted for 10 per cent 
of the cultivated area; less than four per 
cent of top holdings account for one* 
fourth of the total cultivated area, where¬ 
as the bottom 47 per cent of the landhold¬ 
ings account for only 8.7 per cent of the 
total cultivated area. 

The study found that in UP concealed 
tenancy has assumed various forms. 
There are no, only inter-regional and 
intra-regional variations but there are 
inter-district and intra district variations 
also, depending upon . the acuteness of 
land hunger, concentration of land, pro¬ 
portion of landless and marginal farmers, 
cropping pattern, avaijaibility of irrigation 
facilities and so on.” For example, where¬ 
as in some places costs of modern agri¬ 
cultural inputs like fertilisers and irriga¬ 
tion from tube-wells and canals are shar¬ 
ed, in other places, they may not be shar¬ 
ed; whereas in still other places, the 
lessees have to pay extra irrigation char¬ 
ges which may be many times the actual 
irrigation charges. Fixed kind rent and 
fixed cash rent have also come into vogue 
and other changes are taking place with 
changes in agricultural technology. 

Concealed Tenancy 

The author has, on the basis of a sam¬ 
ple survey, come to the conclusion that 
in UP there is a great amount of concea¬ 
led tenancy, notwithstanding the legal 
ban on leasing except in certain specified 
cases mentioned already. All the steps 
taken so far to stop leasing of land have 
proved entirely futile. 

What is the way out io destroy the exis¬ 
tence of concealed tenancy and to attain 
the objective of converting the existing 
tillers into owners of land ? This objec¬ 
tive appears desirable both from the point 
of view of economic justice as well as for 
increasing the efficiency of the agricultu¬ 
ral sector in the country. 

The author has recommended “...a 
most determined frontal attack on the 
powerful landed interests” which alone 
can create right atmosphere for any 
meaningful advance on the tenurial front. 
He has recommended that the Government 


declare all tenanted land as nori-resum* ; 
able and to deal ruthlessly with aly lessor 
who makes an attempt to evict his tenant 
This should be done by promulgating an , 
extraordinary ordinance. The offence of 
eviction should be made non-bailable and 
punishment should be very severe. The 
village record-keeper should be held res* 
ponsible for recording names of all ! 
tenants on pain of dismissal. After enter- : 
inglhe names of tenants, due compensa¬ 
tion should be given to lessors at the ! 
same time. This will make for smooth 
transition. If the aim of ‘land to the 
tiller’ is to b; attained, according to the 
author, not only physical presence but 
also physical participation should be made 
condition of ownership of land. 

Serious Defects 

The reviewer finds two serious defect^; 
in the recommendations made by the 
author. According to the author, 
widows, disabled persons, defence person¬ 
nel and minors who are largely allowed 
to lease out land shoujd be allowed to 
enjoy that right as an exception.” One , 
is afraid that once exceptions to a given 
rule begin to be allowed, such exceptions ,■ 
go on rapidly multiplying finally defeating 
the main purpose of the act. The revie¬ 
wer would therefore recommend that 
there should be no exceptions and 
widows, minors, defence personnel and 
disabled persons, etc, be given as outright 
compensationan amount which if kept 
as a fixed deposit in a bank would get 
them for all time to come annual interest 
equal to what they are getting as rept" 
from tenants or what they would be get-, 
ting if allowed to resume personal culti¬ 
vation. This would be fair to this special 
class of lessors and at the same time by 
not allowing exceptions to the rule would 
make for effective implementation of the 
ordinance. 

There appears however a fundamental 
objection against Kripa Shankar’s pro¬ 
posal based on a drastic ordinance by the 
Government converting all tenants into 
owners of lands they are at present culti¬ 
vating. Given the prevalent power struc- 
* ture in UP and the dominance over the 
Government and bureaucracy of the land¬ 
ed gentry, would such a government ever 
think of issuing an ordinance of the type 
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suggested by the author 7 I think the au- 
thor is begging the question. The tenants 
who have been suffering'the pangs of 
misery for ages appear to have ceased to 
even think about it and accept that as 
their ordained fate. And therefore air 
talk of organising them and make them 
revolt against the existing power structure 
appears as yet far loo remote. On the 
other hand there are in UP political par¬ 
ties, rightist and leftist, who whlie pro¬ 
fessing their concern for the welfare of 
the toiling masses, merely use them as 
pawns in their power game. If it were 
not so, a so-called kisan leader like 
Charan Singh would have accomplished 
the objective long ago. It is a significant 
fact that a State which has provided a 
succession of Prime Ministers to the coun¬ 
try continues to sink lower and lower with 
increasing mass misery. 

TAX PLANNING 

There is a clear distinction between 
‘tax avoidance' and ‘tax evasion. There 
arc many perfectly lawful ways open to a 
tax-payer by which he can reduce his tax- 
liability This is known as ‘tax avoidance’ 
and is perfectly lawful. Tax evasion* on 
the other hand means wilful violation of 
tax laws and evading payment of a tax 
Which the tax-payer is legally obliged to 
pay. Tax evasion is therefore clearly ille¬ 
gal. The extremely complicated nature of 
various taxation laws and the recent 
amendments to the Direct Taxes Act pro¬ 
viding a minimum punishment of six 
months and a maximum of seven years 
for tax evasion emphasises the importance 
of tax planning for reducing tax liability 
within the foui coiners of the laws. 

D.D. Shah in his book, A Treatise 
on Tax Planning says: “Tax planning 
within the four corners of the law is legi¬ 
timate and the courts do not take a se¬ 
rious view of such planning, provided the 
planning is not only genuine but is in 
accordance with tlv laws as pronounced 
by the Statute and decided by authorities 
of various courts/ A device used for 
avoidance of a tax becomes a transaction 
and if such a tiansaction is entered into 
with an obvious object to reduce the bur¬ 
den of a tax, the tiansaction will be up¬ 
held by law courts. 

According to the author, some twenty 


years ago, a tax consultant was not sup¬ 
posed to advise his client in the field of 
tax planning. However at present an im¬ 
portant function of a tax consultant or 
expart has been to pre-plan taxation 
affairs of his client after understanding 
the legal provisions of taxation and other 
subjects so that he can save his client 
from future embarrassment of litigation. 

Property Ownership' 

The concept of tax planning, says 
the author, involves an arrangement 
of property ownership within the family 
group in such a manner that it will bring 
the owner and his family members maxi¬ 
mum enjoyment and security which such 
ownership can possibly provide. Another 
objective to be borne in mind in regard to 
tax planning is that tax planning leaves 
the estate after the death of the client in 
such a manner that it attracts the least 
estate duty liability In order to under¬ 
take tax planning, a tax-payer will find it 
practically impossible to go through the 
intricate and highly technical labyrinth 
of various tax laws. He therefore will 
need advice of an expert in the field of 
taxation laws. The expert will necessarily 
have to be conversant with the tax laws, 
court decisions, circulars and notifications 
issued by the Government from time to 
time and other relevant matters. Also, 
he will have to be a keen observer of 
human nature, Government’s present and 
possible future policies, the prevailing 
political philosophy, the past, present 
and future of the members of the family 
of the client and the conditions in the 
business world. 

The author has stated and analysed the 
broad principles of tax planning. He has 
shown how, for example, satisfactory 
tax planning would require all the in¬ 
formation regarding names and ages of 
the tax-payer’s immediate family mem¬ 
bers, as also his relatives and dependents, 
about the mutual trust and regard exist¬ 
ing between them and the tax-payer, com¬ 
plete knowledge about all the property 
owned by the tax-payer and the income 
accruing therefrom, about all the sources 
of current income, full statement of tax 
payer’s debts and liabilities, tax payer’s 
personal ideas and philosophy regarding 
his welfare and that of 'his family mem¬ 


bers and so on. It is essential that the 
tax adviser should at the same time 
bear in mind the flow of cash to dis* 
charge day-to-day obligations, payment 
of premia, of taxes, extraordinary require¬ 
ments and contingencies that may arise 
due to factors like sickness, daughter’s 
marriage and so an. Naturally all these 
facts require a deep insight into human 
nature. It should be noted that for pur¬ 
poses of tax planning of a client, mere 
knowledge of relevant tax laws while 
necessary is not enough. 

D.D. Shah has done well to emphasise 
that tax planning does not mean merely 
reducing client’s tax burden to the mini¬ 
mum. In fact, appropriate tax planning 
also involves leaving at the same time ade« 
quate amount to enable the client to live 
a life (hat is compatible with his level of 
income and to which he is accustomed. 

Against this background, the author 
has analysed in detail in the context of 
the existing tax laws in the country, va¬ 
rious important topics such as tax plan¬ 
ning for salaried persons, for a business 
concern, for companies, for trusts and 
partnership and so on. 

The book will convince the common 
tax payers, especially those paying in¬ 
come tax, the necessity of tax planning. 
But the book will be of especial use to tax 
experts who will by studying it be in a 
better position to help their clients in tax 
planning. In these days where everything 
is being planned—from a family to the 
nation’s economy-tax planning has be¬ 
come inevitable. D D. Shah with his 
vast practical knowledge in this particu¬ 
lar field has by writing this book rendered 
a signal service to the vast and increas¬ 
ing numbei of lax payers who arc feeling 
baffled in the face of growing complexi¬ 
ties of tax laws. No wonder, a tax ex¬ 
pert has come to occupy the same posi¬ 
tion in the family as the family doctor. 

ECONOMIC ANTHROPOLOGY 

Dr T. Scarlett Epstein is basically a 
social anthropologist. She is known to 
many Indian readers on account of her 
pioneering study entitled ‘Economic De¬ 
velopment and Social Change in South 
India’, published in 1962. 

Capitalism—Primitive and Modern is 
based on a study which Dr Epstein car* 
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ried*oixi during 1959*61 on the Tolai, a 
Melanesian people living on the Gazelle 
Peninsula of New Britain to the north¬ 
east of the mainland of New Guinea. Ac¬ 
cording to the author, her study of the 
Tolai during 1959-61 revealed many in¬ 
teresting aspects in the economic life and 
development of these people some of 
which have an interest and significance 
which go far beyond the affairs of the 
Tolai people and those immediately con¬ 
cerned with them. 

Dr Epstein has in this book described 
the Tolai economic situation. She has 
examined the development of these people 
from “a traditional shell money accumu¬ 
lating economy to a modern cash money 
with achievement of a high productive 
order,’* She found the Tolai remarkable 
for their rapid and massive response to 
new opportunities presented to them by 
the introduction of new technology and 
communication facilities. 

Significant Contribution 

The book is a significant contubution 
to economic anthropology explaining the 
subtle interrelationship between tradi¬ 
tional and modern forces in an economic 
and social system and also explaining the 
significance of social factors for an under¬ 
standing of economic problems. Dr 
Epstein has done one great service The 
initial approach of economists was to 
assume that .. any barriers to growth 
that might exist arc economic ones, and 
that the process of economic growth is 
adequately dealt with by economic ana¬ 
lysis alone. ‘'The author has shown 
how economic processes act and react on 
all other social institutions of a com¬ 
munity and therefore how the process and 
problems of economic development of 
low income countries would best be under¬ 
stood and successfully solved by only 
analysing their entire environment. Eco¬ 
nomic experts who visited India in advi¬ 
sory capacity during the 1950s and 1960s 
committed the same mistake of explain¬ 
ing the process of economic growth in 
India in terms a few important economic 
variables like rate of saving and invest¬ 
ment , capital-output ratio and so on. 
These foreign experts have now stopped 
visiting India and we have also stopped 
inviting them for advice because both 
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have realised that economic growth is 
a much more complicated process than 
mere manipulation of a few economic 
variables like rate of capital formation 
and its appropriate allocation among 
various sectors with appropriate tech¬ 
nology. 

It is significant that Dr Epstein brought 
out the impact of social and other non¬ 
economic factors on the economic deve¬ 
lopment of a community by her pioneer¬ 
ing works on India, namely ‘Economic 
Development and Social Change in South 
India, (1962), and its sequel ‘South India: 
Yesterday, Today and Tomorrow’ (1973) 

Complex Interrelationship 

By these two studies on India, the au¬ 
thor ably demonstrated the complex 
character of the interrelationship between 
economic development and social change 
She emphasised that in the event of a 
conflict between desired economic change 
and traditional social institutions, the 
latter may be expected to undergo trans¬ 
formation. She tried to refute the no¬ 
tion of ‘changeless India'. She tried to 
show what we are trying to demonstrate 
now that the Indian villager, like any 
one else, has not been slow to react to 
economic opportunities and that econo¬ 
mic transactions within villages are in¬ 
creasingly becoming incorporated in the 
wider market-based cash economy, Indian 
villager are being sucked into the vortex 
of social and cultural changes, though 
they have remained Indian in many im¬ 
portant respects. 

What is remarkable is that in those 
two books on India, Dr Epstein showed 
that development does not automatically 
remove poverty but might actually wor¬ 
sen the economic conditions of some 
sections of the rural community. Also, 
she rightly chastised the Indian planners 
and policy-makers who . .remained 
trapped at the macro-level of economic 
management for their remoteness from 
the grass-roots level” Similarly, con¬ 
servatism of Indian politicians who harp 
on aspects of traditional society such 
as caste-based definition of backward¬ 
ness to the exclusion of changing econo¬ 
mic realities also came in for sharp criti¬ 
cism at the hands of the author. 

This book as also the two other books 


on Karnataka by Dr Epstein will have * 
great appeal not only to anthropologists 
but also to economists who are now in¬ 
creasingly being driven to return to social, 
political and cultural questions concern¬ 
ing economic development. It appears 

that the issue is not mere combining econo¬ 
mic development with distributive justice. 
The problem of rapid economic develop* 
ment of low income countries encompasses 
larger issues of environmental, cultural 
and human costs of developments, 

Wc in India have many tubal and 
ethnic groups Still living with their dis¬ 
tinct social, political and cultural pat¬ 
terns in partial isolation. Would we 
be justified in drawing them forcefully 
into the vortex of chungc and completely 
submerge them in the socio-economic 
and political pattern which the urban 
and western educated Indians have come 
to accept almost blindly ? How should 
we successfully solve such problems which 
we in India are bound to face ? Only 
social anthropology will help us in this 
regard. Hence the significance of books 
such as the one under review written by 
Dr Epstein. 

PUBLIC ENTERPRISE 

There has been a phenomenal growth of 
the public sector in India during the last 
two decades. It is also observed that the * 
share of the public sector in important 
macro-cconomie aggregates such as natio¬ 
nal income, capital formation, total em» ( 
ployment in the organised sector, etc has 
been steadily increasing. One can ex¬ 
pect that in year* to come increasing 
volume of nation’s resources would con¬ 
tinue to be diverted to the public sector 
which by implication would mean that to , 
that extent private sector would be depri¬ 
ved of those resources. 

Prof. Bakul Dholokia in his The Chang¬ 
ing Efficiency of Public Enterprises in 
India has tried to answer some seaiching 
questions that arise in view of the 
increasing importance of the public 
sector. The author has tried to look in¬ 
to and ascertain .the economic effici¬ 
ency of the factors of production employ¬ 
ed in public enterprises especially in re¬ 
lation to that of their counterpart in 
private enterprises.” 

There have been a number of studies 
in recent years on the performance of 
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public enterprises in India. Most o t 
the studies using the criterion of net pro¬ 
fitability in purely financial terms have 
pronounced the performance of public 
enterprises in India as most unsatisfactory 
vis-a-vis corresponding private t nter- 
prises. This has naturally resulted in 
growing criticism of the management of 
public enterprises. 

The author has righly maintained that 
the performance of public enterprises 
should not be judged purely from finan¬ 
cial angle but must be seen from several 
angles. Net profitability or rate of re¬ 
turn on capital invested is only one such 
criterion. The author has maintained that 

.the profit criterion is not the only 
criterion nor is there any a priori ground 
on which it may qualify even as the most 
important criterion for assessing the per¬ 
formance of the public enterprises ” 

Social Product Contribution 

Performance of an enterprise can be 
judged from a narrow commercial angle 
as also on the broad basis of contribution 
that it makes to social product. Simil¬ 
arly the contribution can be viewed in 
terms of direct contribution or indirect 
contribution to the economy. The con * 
tribution can also be viewed from the 
short-term angle or in the longer term 
perspective. The author has maintained 
that since public enterprises in India 
have among various objectives, the objec¬ 
tive of contributing to the welfare of the 
people, it would be inappropriate to judge 
their performance only in terms of net 
financial return on capital invested. 

The author therefore has suggested the 
criterion of productivity Accoiding 
to him, 4 In the context of the growth of 
national economy, it is the index of total 
factor productivity that represents the 
most appropriate criterion for evaluating 
the overall performance of public enter¬ 
prises m relation to that of the piivatc 
enterprise*.” The index of total factor 
productivity (which is also referred to as 
the index of output per unit of total fac¬ 
tor input) is derived as “ . .a ratio of the 
index of net output to the index of total 
factor input.” The author is of the opi¬ 
nion that. “The index of total factor 
productivity is a ustful device to measure 
in precise quantitative terms, the extent 
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of increase or decrease in the overall effi* 
ciency of factor inputs used in any pro¬ 
duction process/* 

It should be noted that there might 
exist fundamental differences between pro¬ 
fitability criterion and the total producti¬ 
vity criterion. Thus the rising rate of 
total productivity is quite compatible with 
the falling rate of financial profitability 
and vice versa because of the particular 
pricing policies adopted by public enter¬ 
prises. 

Startling Conclusion 

The conclusion at which the author has 
arrived at is startling as it is opposed and 
contrary to the general conclusions arriv- 
ved at in most other studies, especially 
vis-u-vis private sector enterprises. 

The author has concluded on the basis 
of his analysis that the total factor pro¬ 
ductivity in all piivatc enterprises taken 
together has increased by only 9.6 per 
cent during the period 1960-61 to 1975-76 
which is .considerably less than the 
corresponding increase achieved by the 
public enteiprises. “It has also been 
observed by the author that “the average 
growth rate of net output originating in 
the public sector enterprises is more than 
three times its counterpart in the private 
enterprises.” According to him, . .the 
relatively higher output growth of public 

enterprises has been due to.faster 

growth of overall efficiency of resource 
utilisation achieved by the public enter¬ 
prises in relation to private enterprises.” 

The broad finding of the study is that 
“...the performance of Indian public 
enterprises during the period 1960-61 to 
1975-76 can be regarded as quite satis¬ 
factory especially in relation to that of 
the corresponding private enterprises, if 
we evaluate the relative performance of 
these enterprises by the criterion of total 
factor productivity rather than net pro¬ 
fitability.” The author has also observed 
that, “it is on the contrary, the perfor¬ 
mance of private enterprises that appears 
to be rather unsatisfactory especially in 
regard to the rate of improvement in the 
overall efficiency of resource utilisation 
which actually constitutes one of the main 
determinants of rate of national econo¬ 
mic growth.” This \yould imply that the 
severe criticism of the management of 
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Indian public enterprises exclusively on 
the ground of their low profitability is to 
a large extent misleading. 

Prof. Dholakia might possibly be the 
first author who has tried to prove that 
public enterprises in India have been 
functioning in a more efficient manner in 
respect of use of allocated resources espe¬ 
cially compared to their counterparts in 
the private sector. 

The author has made a brave effort and 
has arrived at a conclusion which appears 
for all practical purposes to go contrary 
to both theory and observed facts. That j 
theic would be more efficient use of re¬ 
sources in public enterprises where private 
profit motive is absent and where bureau¬ 
cracy reigns supreme compared to private 
enterprises where the most powerful mo¬ 
tive of maximisation of private profit is 
operating is unthinkable. The overall 
inefficiency of public enterprises has come 
to be recognised even in communist coun¬ 
tries including China. Hence attempts 
are being made in th< se countries to 
introduce in public enterprises various 
devices from the private sector enterprises. 

Overlooked Facts 

Has not the author read about the idle 
installed capacity in public enterprises 
ranging from 25 to 75 per cent? And 
surplus manpower employed there? And 
of relatively more mandays lost in 
such enterprises? Is he not aware of the 
adverse effect on the productivity of the 
economy and on the growth rate due to 
shortages of coal, electricity and fertilisers 
which arc all monopolies of the State? 
And even if statistically the author could 
somehow prove that utilisation of resour¬ 
ces in public enterprises is more efficient 
than in private enterprises, did he care to 
find out why this is so, granting for the 
time being that his facts are true? Shor¬ 
tages of infrastructure facilities provided 
by public enterprises, continual shifts in 
industrial policy, hurdles created by 
Government controls which try to regulate 
activities of private enterprises right from 
their inception to the final stage of sale 
of produced goods, the perpetual threat 
of nationalisation, pampering of labour 
and looking upon private enterprise with 
great amount of suspicion and giving it 
step-motherly treatment have all been 





rwpotulbio for the private enterprises not 
doing better than that they have been 
doing. JBven considering the physical 
targets fixed in India’s five year plans, 
While by and large private enterprises 
have succeeded in fulfilling the targets 
public enterprises have invariably failed 
to do so. 

Considering the vast amount of statis¬ 
tical data the author bas made use of (67 
detailed statistical tables in a book of 
113 pages) and the way he has tried to 
interpret them, one is reminded of the 
saying that one can prove almost any¬ 
thing with statistics. 
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CHROMIUM COPPER CASTIH0S 
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• Resistance Welding Electrodes & Oiscs-Rolled, heat-treated upto 650 mm in 
dia and 50 mm in thickness 

• Resistance Weldlno TIPS and epeciai size components forged, heat-treated 
and machined 

• RODS upto 65 mm In dia, rolled, heat-treated and machined 

Catering to Defence, Railways, Switchgear, Resistance Welding Machine Manu* 
facturers, Radiator and Allied Industries 


Plots* tend your enquiries to : 
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L.6. Shastri Marg, Bhandup, Bombay-400 078' 

Telex i ISARC 011-2384 




803 


OCTOBER 3, 1980 





; An Eastern Economist Supplement 


. ——* - - I r-r I 1 - I - ■ ■■ ■ ■ . . . ■■■ 

Fertiliser Industry in India 


Problems and Prospects for the Eighties 


Fbrui isfr inpistry in India 
has been growing at a fairly 
steady pace over the last two 
decades Progress since the 
' mid-60s has been particularly 
gratifying when production and 
consumption has been doub¬ 
ling every 4-5 vears despite 
J occasional setbacks, 
l It was expected the year 
^ 1979-80 would be a befitting 
climax to the steady progress 
\ Of the seventies Production 
during tht year 1973-74 was 
10,50,000 and 3,25,000 tonnes, 
respectively, for N & PgO* 
and the capacity utilisation 56 
and 61 per cent. 

Production, however, was 
not considered adequate to 
meet our requirements nor was 
the capacity utilisation too 
Table I 

_ (*000 tonnes) 


Year Capa- Produc- % 



city 

tion 

age 

N 




1973-74 

1941 

1050 

56 

1978-79 

3274 

2173 

69 

P.O. 




1973-74 

531 

375 

61 

1978-79 

1117 

778 

71 

gratifying 

As a result of the 

strenuous 

efforts oi the 

Go- 

vernment and the industry, by 


1978-79 pioduction and capa- 
’ City utilisation had gone up as 
indicated m Table 1 above. 


* Mr Satya N ind is the Executive 
Jdijrectoi, The Lertiliser Association 
of India 


Improvement was registered 
on all fronts and this was a 
matter of considerable satis¬ 
faction; even more so the 
capacity utilisation which had 
edged upwards and for a much 
higher level of total capacity. 
It may not look too good at 
first glance. But further analy¬ 
sis will show that at the macro 
level the position was compar¬ 
able with the performance in 
the industry in other countries 
with a huge capacity. 

Unfortunate Lag 

Moreover, large additional 
capacity which was under con¬ 
struction in 1979-80 was ex¬ 
pected to be commissioned 
during the year 1979-80. It 
was, therefore, the fond hope 
of those connected with the 
industry that the terminal year 
of the decade will provide 
a suitable finale to the steady 
growth of the seventies. But 
this was not to be. 

The industry was in for a 
rude shock. Its optimism 
which was based on a steady 
growth and sustained improve¬ 
ment in productivity over the 
years was shattered. The com¬ 
missioning of new plants was 
delayed and the anticipated 
new capacity did not materia¬ 
lise. What is worse, even the 
existing plants could not sus¬ 
tain their production levels. 
Production during the year 


Hand 

1979-80 fell far short of the 
targets. Total production was 
only marginally more than the 
previous year despite 19 per 
cent of new capacity having 
been brought on stream. In 
actual fact production from the 
older units went down by lour 
per cent. Capacity utilisation 
also slipped. This distressing 
picture is vividly biought out 
in Table II. 

Tabi b H 


Period Percentage of capa¬ 
city utilisation 



N 

P 

1978-79 

69 

71 

1979-80 

61 

65 

1980-81 



■—April 

44 

55 

—May 

46 

62 

—June 

39 

60 

—July 

41 

72 

—August 

48 

69 

The two major inhibitory 
factors for sustaining produc- 


tion from existing units or for 
commissioning of new capacity 
were lack of essential raw 
materials, i.e., feedstocks and 
severe restrictions on electric 
power. These affected both 
types of plants. 

Political problems in Assam 
prevented the flow of crude 
and petroleum produots to 
“ the other parts of the country. 


Consequently, the supply of 
feedstock to a number of 
plants was totally stopped or 
severely curtailed for a number 
of months. In this category 
are existing units like Gorakh¬ 
pur, Baiauni, ftunpur, and 
newly commissioned plants like 
Nangai, Bhutmda, Pampat 
and Sindri: and Phulput 
whose comnusMoning has been 
considerably delayed. Since 
most of these plants have a 
capacity ol approximately 900 
tpd ammonia and 1500 tpd 
of urea, the total loss of De¬ 
duction during the year was 
indeed staggering, and the loss 
in production had to be made 
up by imports entailing a for¬ 
eign exchange outflow of near¬ 
ly Rs 2000 per tonne of urea. 

Improved Situation 

Admittedly, there lias been 
some improvement in the atten¬ 
tion in the last few weeks. 
But supplies are not yet avail¬ 
able to the affected plants to 
operate at full capacity; nor 
is it possible at present to say 
for how long the improvement 
will last. Of course, one must 
be an optimist 1 

The second major inhibitory 
factor was the acute shortage 
of power in various parts of 
the country. It affected the 
operations of a number of 
plants and also delayed the 
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^omim^stoatng cff a fewnew 
plants;. Pot Example, Manga- 
Mire 1 Chemicals & SBertiliser 
I |4attt at Mangalore 'which had 
hew operating oyer 90 per 
cent capacity utilisation was 
shut for nearly six months 
commencing mid-February *80 
due to 100 per cent power cut. 
Coromandel Fertiliser plant at 
Vizag had a pbwer cut varying 
between 50 to 60 per cent for 
many months. Same was the 
case at Gorakhpur and Kan¬ 
pur. The impact of these cuts 
was that these three plants 
could not operate at more 
than 40 to 50 per cent of their 
capacity dining this period. 

Item for the Better 

The commissioning of coal 
based plants at Talcher and 
Ramagundam was delayed by 
more than seven months. The 
plants were ready to go into 
production after pre-commis- 
sioniing trials in December 1979 
but because of the shortage of 
power they could not com¬ 
mence commercial production 
till September this year. In 
the last few weeks the power 
supply to most plants is better. 
Mangalore, Talcher and Rama¬ 
gundam have been given their 
full requirement. Kanpur and 
Gorakhpur have been promis¬ 
ed full supply if they can over¬ 
come their naphtha problem. 
Let us see how long this happy 
position lasts. 

A recent analysis of the 
production performance during 
1979-80 indicates that apart 
from these two major factors, 
frequent breakdowns in plant 
and equipment inhibited pro¬ 
duction. It will be inte- 
, resting lq note that over 
the years loss of production 
due to this factor has been 
gradually coming down in 
..^ ]•■■■■ ■ 


absolute terms. This means 
that its impact as a propor¬ 
tion of the increasing capacity 
is. coming down’. Not that it 
is insignificant, but at least the 
trend is satisfactory. This is 
contrary to the impact of the 
shortage of feedstock which 
started manifesting itself only 
in;the last 18, months and,; 
whose impact id 1979-80 and 
the first few months of the 
current year has been dis¬ 
astrous. Bid one Other related 
factor regarding plant break¬ 
downs is that with sophisti¬ 
cated plants like fertiliser, lo^s 
of production due to break¬ 
downs is considerably less if 
they are able to operate con¬ 
tinuously as it reduces stresses 
on the equipment, catalysts, 
etc. 

Technology has not yet been 
evolved to produce fertilisers 
without these two essential 
inputs, i.e., raw materials and 
power. If the fertiliser in¬ 
dustry has to operate effectively 
their regular and adequate 
supply has to be assured. The 
remedy for both these lies 
either with the Central or State 
Governments. 


Promises Broken 

In the case of power, the 
allocation is made by the 
State Governments. The 
pity is that when plants are 
being planned State Govern¬ 
ments hold all sorts of pro¬ 
mises to lure the industry to 
their respective States and re¬ 
fuse to permit setting up of 
captive power generation by 
the industry assuring them to 
meet their entire requirement 
of power for their plant. But, 
of ooursc, these promises are 
more often than not forgotten 
oitce the plant has been setup. 


It is, therefore, amusing to 
find that even today some of 
the. State Governments are 
publicly announcing assured 
lUll power supply to hew in¬ 
dustries that come up in their 
State when they are not able 
to live up to the similar past 
promises given to the old units. 

The Irony 

The irony of the situation is 
that all State .Governments 
swear by priority to the agri¬ 
cultural sector and the role of 
fertiliser therein. And yet 
.when the crunch comes extra¬ 
neous considerations are 
brought into play in determin¬ 
ing priority for available elec¬ 
tric supply between the ferti¬ 
liser industry and other indus¬ 
tries. Invariably, it is the ferti¬ 
liser industry that suffers the 
worst cut on the fallacious plea 
that it is energy-intensive and. 
capital but not labour inten¬ 
sive. They will, therefore, 
give power to other industries 
where for the same quantity 
of power a larger labour force 
can be directly engaged. 

This may well be true in the 
narrower sense but if we 
take into account the multi¬ 
plier effect of the fertiliser in¬ 
dustry to the economy of the 
Country as a whole, the argu¬ 
ment is not valid. The pro¬ 
testations of the industry or of 
the Government of India are 
ignored on the ground that the 
State Governments ha^e other 
priority requirements to meet 
and meanwhile the country has 
to import larger quantities of 
fertilisers involving ever in¬ 
creasing outflow of foreign ex¬ 
change and added strain on the 
country’s infrastructure tike 
ports, railways, eta But the 
. State Governments are by and 
large smug as they know that 


any low or shortfall in the,.’ 
production of fertiliser from *; 
within thgir State would be^ 
made good by the Central ,; 
Government by allocation tifji! 
fertiliser material from alter*;.; 
native sources, c.g., plants ini|j 
other Statcsor imported 
rial. It is a matter for con* % 
sidmtions whether or not if 
State Government which doejri 
not supply adequate power-; 
to the fertiliser plants in 
territory should suffer a 'cor4; 
responding cut in its alloca*$ 
tion of fertiliser by tfyjfl 
Central Government from art*^ 
other source. This may wdttij 
improve the situation. 


Power Breakdown 


4s& 


Another aspect of power 
which has been a perennial ; 
problem for the fertiliser in*V 
dustry is the frequent pqtej^j 
breakdowns, voltage dtps wlfv 
fluctuations. These have plajsjlj 
ed havoc with the industry 
causing damage to plant ati^ 1 
equipment and catalysts ap 
from loss of production.: 
is, therefore, now the accepter 
policy of the Government, jil 
India to permit captive powdf| 
plants for the fertiliser indu8*?f 
try. So far so good. But ; 
what use would these poywsj 
plants be if regular supply q| 
coal (or fuel oil) cannot 
assured. And thi3 has I 
another source of worry tol 
industry over the last 12 fof|pj 
months. It is irrelevant 
the point of view of the 
dustry whether the prob^h| 
area is mining or rail tragM 
portution. But the fact rijhg 
mains that the industry 
not get the requisite 
of coal at the right time, 
again the remedy lies 
governmental agencies only. 

Power generation is capital; 
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;iritensive. Smaller a 4 uait, 
higher is the cost pee unit of 
output of power unless power 
generation is a part of the 
total energy concept for the 
plant. Existing units cannot 
. avail of this particular concept 
if it has not been built into the 
design itself. And .vet they 
have no alternative and many 
fertiliser plants are putting up 
separate captive power plants 
which by virtue of their size, 
by today’s standards, are by 
themselves uneconomic. In this 
context the interesting experi¬ 
ment mooted in Madras where 
a few major industrial units 
together are proposing to set 
up a large sized cooperative 
power generation plant, needs 
to be emulated. This will 
ensure power supply to the 
: units concerned at an economic 
' price by taking advantage of 
economies of scale and to the 
- extent of the surplus they will 
further augment the total 
, generation in the State by 
feeding it to the grid. 

Feed Stock 

Coming now to the question 
pf feed stock, no fertiliser plant 
i can operate unless it gets the 
; basic raw materials, be it coal, 

; fuel oil, naphtha or gas. Ade¬ 
quate and timely supply of 
these to fertiliser plants is the 
responsibility of the Central 
1 Government because of the 
control the Government has 
, both on the coal industry 
and the pctrolium industry. 

' There is little that the fertiliser 
. industry can do in this matter. 

Admittedly. Assam troubles 
have accentuated the problem. 

, But it is difficult to under¬ 
stand why in a vast country 
.like India where the require- 
! inents of agricultural inputs 
for the farmers must be fully 


met, alternative arrangements 
for the supply of feedstock 
for most of the plants cannot 
be madp from alternative re¬ 
fineries or if necessary even 
from imported petroleum pro¬ 
ducts. Our understanding is 
that the difficulty is not only 
the non-availability of alter¬ 
native sources of supply but 
even more so the logistics of 
supply. 

Inverted Thinking 

Raw materials like naphtha 
and fuel oil evenif available 
from alternative refineries 
or imported at ports cannot 
be moved to the inland 
plants due to the inability of 
the railways to cope with this 
“unplanned” movemeut. And 
yet, we will import fertiliser 
to fill the gap thus created in 
domestic production in the 
southern most part of the 
country and move it to Punjab, 
etc., over the same railway 
system! Or at the time when 
many fertiliser plants were 
starved of naphtha and fuel 
oil, because ostensibly rail 
transport was not available, 
there was no shortage of kero¬ 
sene, motor spirit or diesel 
oil anywhere in the country 
even at the peak of the season. 

Both these issues, i.e., power 
and feedstock bring to the fore 
the basic question of the prio¬ 
rity that the fertiliser industry 
should enjoy in an economies 
system and what it actually 
gets in practice, be it at the 
State level or Central level in 
the various organs of the Go¬ 
vernment. A similar problem 
was faced by the industry some 
years ago. We believe that 
as a result of a directive from 
the Government at the highest 
level all wings of the Govern¬ 
ment at the Centre and in the 
States were told specifically of 


the need for priority that the 
fertiliser industry must enjoy. 
And sure enough there was 
improvement in performance 
during the Seventies that has 
been already referred to. It 
appears that this priority for 
the fertiliser industry has been 
slipping lately. 

; It is our fervent plea that if 
the fertiliser industry has to be 
elective and meet its commit¬ 
ments to the country, the prio¬ 
rity due to it must be restored. 
The;e is no point in spending 
anything between Rs 300 to 
Its 400 crores on a new plant 
when we oannot sustain pro¬ 
duction even from the existing 
units. What a collossal waste 
of scarce resources and the 
amount of foreign exchange 
outflow required to import 
fertiliser to meet the shortage 
which could easily be met from 
domestic sources given tbe 
necessary infrastructual sup¬ 
port! 

Huge Loss 

It is estimated that the 
shortfall between target and 
production during 1979-80 has 
cost the country a loss of 
about Rs 200 crores in foreign 
exchange. The industry has 
the capability to perform 
better. What it needs is the 
necessary infrastructural suc¬ 
cour which is only possible if 
Government were to lend suc¬ 
cour to this vital sector. After 
all between tbe two there is 
enough commonality of inter¬ 
est to warrant it. 

The fertiliser industry had 
till lately been by and large 
free from labour unrest, a 
major cause for loss of pro¬ 
duction in many industries. 
There have undoubtedly been 
pin pricks in Various plants at 
different times, barring one in- 


oident vn l979-8C ; when aplant 
had to be shut for about lad 
months due to labour; unrest. 
But the industry has survived ; 
it. Unfortunately* it would 
appear that this happy situa¬ 
tion of the fertiliser industry 
may no longer last. 

Labour Unrest 

There have been two ins¬ 
tances lately of production 
losses due to labour unrest. 

In one plant, extensive damage 
to the property has been re¬ 
ported and in another one 
gherao of top management. It 
is not for us to go into the 
merits of in dividual cases but 
only to highlight the danger 
that we may well be facing in 
another area and which might 
hamper fertiliser production in 
future. It is hoped that the re¬ 
cent attempts of the Central 
and State Governments to im¬ 
prove and effectively tackle in¬ 
dustrial unrest in the country 
will bear fruit and prevent any 
further escalation of industrial 
disputes in the industry. 

An improvement in the loss 
of production due to plant 
breakdowns has been already 
referred to. But still there is 
no room for complacency. We 
should reduce the incidence 
of these factors even further. 
For this action is required on 
two fronts. First, we need ; 
to inculcate a bit mote of the 
industrial culture which is 
essential to run effectively a 
sophisticated industry like fer¬ 
tilisers. Quality of plant, 
equipment and material 
whether indigenous or im¬ 
ported has to be upgraded 
through tighter specifications 
for their manufacture and 
stringent quality inspection 
and control. Second, the 
quality of maaagemet includ¬ 
ing maintenance and renova - 
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tion should be improved. 

Xu the ultimate analysis the 
success of any venture is deter¬ 
mined by the quality of man¬ 
agement at all levels* This in 
turn is a function of the ade¬ 
quate availability of suitably 
trained and motivated man¬ 
power. Considering the ambi¬ 
tious plans of expansion of the 
industry during the ’80s it is 
necessary to determine our 
requirements of manpower at 
different levels with varying 
skills. This should be follow¬ 
ed by a suitable programme for 
technical training, selection and 
on the job training so that 
as effective corpus of man¬ 
power will be available during 
the years to come to meet our 
growing needs. 

Recent exercises show that 
notwithstanding the impressive 
growth of the industry in the 
past, the momentum alrepdy 
built up has to be sustained 
during the 80s and beyond to 
meet our increasing needs. New 
capacity will have to be built 
rapidly. Considering the capi¬ 
tal costs invol ved in each plant, 
the growing rate of interest 
and the inflationary pressures 
make it imperative that the 
process of decision making 
and the gestation period be 
reduced. The sad experience 
of the last two years over the 
West Coast gas based plants 
where the delay has cost the 
country anything upto about 
Rs 500 crorcs on account of 
escalation in capital costs and 
another Rs 800 crorcs equiva¬ 
lent in foreign exchange to 
import material to substitute 
the loss of production should 
be an eye opener. All-out 
efforts are needed to avoid 
such costly delays, 
i Fertilise industry in India 
has acquired maturity and ex¬ 


pertise. It is capable of meet¬ 
ing the country’s growing needs 
provided it is given the neces¬ 
sary *tools, Fortunately the 


action lies mostly within the 
country. AU that is needed 
is due recognition of the impor¬ 
tance' of the industry and the 


according of priority in the j 
allocation of essential rcsour- | 
ees—something which is not ^ 
beyond its control. $ 


Hindustan Fertilizer Corporation 
—a Rs. 500 crore dedication to 
the farmers, —geared to produce 
more than one mil hop johnes : 
■■ fertiliser 
-■ ■■■'Of Ammonium 
and cqfftptex 

tan Fertilizer Corporationv 
into existences 





The Corporation baetbree Units 
at Nararup {Assam), Dur.gapur 
(West {Bengal) and BAreuoi 
(Bihart-^ealdes, a project at 

. . mkJia : 

.... 
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Fertilizer Pricing and Farm Production 

R»C» Ummit 


Fhuvmzers being an indis¬ 
pensable aid to modern farm¬ 
ing, their pricing policy has 
a significant bearing on 
agricultural development. This 
policy has two components: 
the prices payable to pro¬ 
ducers and those charged from 
consumers. Both have to be 
reasonable in the overall in¬ 
terests of the economy. If the 
producers are not able to have 
an adequate return on invest¬ 
ment, the growth of the in¬ 
dustry suffers. Similarly, if the 
sales prices go out of alignment 
with the expectations of farm¬ 
ers about the incremental out¬ 
put and the realisations from 
that, they obviously will tend 
to restrict fertilizer use. 

High Consideration 

The pricing of fertilizers in 
both respects has been a matter 
of serious consideration at the 
highest level in the country in 
the interest of promoting their 
application to boost farm pro¬ 
duction, on the one hand, and 
to achieve near-self-sufficiency 
in the manufacture of nitro¬ 
genous and phosphatic fertili¬ 
zers, on the other. The in¬ 
digenous sources of polassic 
fertilizers being very limited, 
practically the entire require¬ 
ments of potash are being met 
by imports. 

The pricing policy from the 
point of view of manufacturers 
underwent a significant impro¬ 
vement towards the end of 
August when the Government, 
after a review of the 1977 pric¬ 
ing formula, based on the 
report of the Fertilizer Prices 
Committee set up a year ear¬ 


lier, revised the definition of 
net worth for detraining a 
reasonable return on invest¬ 
ment in the industry. The 
Fertilizer Prices Committee 
had recommended that the net 
worth should be essentially 
computed on the basis of the 
net fixed assets plus national 
working capital minus borrow¬ 
ings and the ex-factory reten¬ 
tion prices should be fixed so 
as to yield a post-tax return 
of 12 per cent on the net worth 
on capacity utilisation of 80 
per cent of the ammonia plant 
and a combination of norms 
and actuals in regard to the 
consumption of raw materials, 
utilities and other inputs, 
maintenance and other mis¬ 
cellaneous costs. This formula 
was made operative for 1977- 
78 and 1978-79, to be review¬ 
ed for the subsequent years. 

<. 

Disadvantageous Position 

The above decision placed 
the industry in a very disadvan¬ 
tageous position. As the plants 
grew older, the net worth as 
determined by the 1977 for¬ 
mula, it was felt, would erode 
their profitability. The net 
worth would be going down 
due to the annual depreciation 
of assets. The definition of 
net worth has now been revis¬ 
ed to mean, as in the case of 
the cement industry, equity 
capital plus free reserves of 
the fertilizer manufacturing 
undertakings. The other 
norms for the determination 
of the retetion prices, of 
course, remain unchanged: so 
also the post-tax return of 12 
per cent on net worth. The in-. 


dustry stands to gain through 
this revision to the tune of 
Rs 25.34 orores for 197&-80 
and Rs 34.86 crores for the 
current financial year, 

Net Worth 

To the extent the determina¬ 
tion of net worth has been 
rationalised, a major irritant 
iJo manufacturers has been re¬ 
moved. But is this all that was 
required to be done for putting 
the fertilizer industry on a 
healthy footing? Two ques¬ 
tions arise in this regard. First, 
should a manufacturing unit 
be penalised if its performance 
suffers on account of factors 
beyond its control? Second, 
does a 12 per cent post-tax 
return on net worth still hold 
good in the context of chang¬ 
ing interest rates and other 
developments in the country? 

The increases in the input 
costs, indeed, are reflected in 
the retention prices to be pay¬ 
able to individual manufactur¬ 
ing units. Those working effi¬ 
ciently to more than 80 per 
cent of their capacity, thus, 
have the impetus to improve 
upon their performance in the 
interest of making larger-than- 
normal profits and those be¬ 
low this level of operation 
have to strain themselves to 
optimise their profitability 
according to the pricing for¬ 
mula or at last to cut down 
losses. 

The major constraint on 
production, apart from occa¬ 
sional shortages of raw mate¬ 
rials, either from indigenous 
sources or the imported ones, 
is the persistent difficult power 


situation, which gets reflected 
invariably not only in frequent 
cuts in supplies but also in 
wide fluctuations in voltage. 
Captive power projects are 
only a partial answer to this 
problem: they can primarily 
ensure safety of equipment but 
cannot substitute fully the sup¬ 
plies from the utilities. This 
in many cases makes it difficult 
for the fertilizer manufactur¬ 
ing units in several States to 
operate efficiently and derive 
the full benefit of the pricing 
formula. The Chairman oi 
Coromandel Fertilizers, Dr 
Bharat Ram, has particularly 
stressed this point in his last 
address to the annual general 
meeting of the company and 
expressed the hope that the 
Government will, besides 
rectifying many of the errors 
apparent in the 1977 retention 
prices formula, provide flexi¬ 
bility in allowing for adjust¬ 
ments in retention prices when 
power cuts, severe in intensity 
and extended over a period of 
time, are imposed by public 
authorities. 

Flexibility of Approach 

The norm of 12 per cent 
post-tax return on net worth, 
it appears, too has become 
obsolete. Pertinent attention 
to this fact has been drawn 
recently by Mr. J.R.D.Tala, 
who has pleaded that T1SCO 
should be allowed to raise 
dividend to J 3.5 per cent from 
12 per cent, as stipulated on 
it for its expansion program¬ 
me, for the 12 per cent divi¬ 
dend cannot attract investible 
funds when fixed deposits with 
banks yield 10 per cent interest 
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over a period of five years. *The 
situation has further changed 
radicaly with the public sector 
undertakings being allowed to 
have deposits from public 
carrying interest upto 13.5 per 
cent per annum on deposits for 
three years and as much as 
16.67 per cent simple yield 
on three-year cumulative depo¬ 
sits. The private sector under¬ 
takings are offering even 0,5 
to 1.5 per cent more on such 
deposits. As a consequence, 
the dividend norms will have 
to be revised in the near future. 
A 14/15 per cent return on in¬ 
vestments in such capital- 
intensive industries as fertilizers 
does not appear to be un¬ 
warranted, especially when they 
have to generate substantial 
interna] resources for their 
expansion programmes even 
in terms of the Planning Com¬ 
mission's assessment. 

Cut in Prices 

As regards the second ele¬ 
ment of fertilizer pricing 
policy, the cuts in prices lor 
the consumers effected in the 
latter half of the 1970s, initiat¬ 
ed during the previous regime 
of Mrs Gandhi and accelerated 
subsequently by the Janata 
Government, along with the 
gradual step-up in the procure¬ 
ment price of farm products, 
indeed, have had a very salu¬ 
tary impact on production. 
This is reflected in the record 
levels achieved for various 
crops in 1978-79. The spurt 
in fertilizer consumption to 
25.7 per cent in 1977-78 and a 
further growth of 19 per cent 
in the subsequent year, com¬ 
pared to much smaller in¬ 
creases in the earlier years of 
the Seventies, are attributed 
primarily to this one factor, 
although the other contribut- 
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mg factors have been good 
water availability, either 
following adequate rainfall or 
increase in the area under 
irrigation, and increased sup¬ 
plies of fertilizer-responsive 
seeds. The revision in the sale 
prices of fertilizers by nearly 
40 per cent in July, following a 
substantial escalation in the 
costs of the feedstocks parti¬ 
cularly and of other inputs in 
general, is expected to slow 
down future growth in consum¬ 
ption. The rate of deceleration, 
however, is yet to be assessed 
realistically for this depends 
upon several imponderables. 

Suitable Adjustment 

The Government has assured 
that the procurement prices 
of farm products, will be 
suitably adjusted upwards, 
taking into consideration 
the increased production 
costs, including the enhanced 
prices of fertilizers. But even 
then, it remains to be seen 
what impact the increase in 
fertiliser prices will have espe¬ 
cially on the small and 
marginal farmers who do not 
have any disposable surpluses 
to compensate them for in¬ 
creased costs. 

The current prices of fertili¬ 
sers, of course, are approxi¬ 
mately the same as prevalent 
before the downward revision 
was initiated five years ago, 
as a result of which subsidisa¬ 
tion by the Central Govern¬ 
ment grew nearly three-fold to 
Rs 685 per tonne last year. The 
increase in the retention prices 
of manufacturers, following the 
change in the net worth norm 
as well as the uptrend in the 
prices of inputs of the industry, 
will not be affecting the con¬ 
sumer prices and the increased 


burden of higher retention 
prices is to be absorbed by the 
Government in the form of 
subsidy, which instead of going 
down drastically after the July 
revision of consumer prices, 
will continue approximately at 
the same level as in the last 
year. 

Future Growth 

The picture about future 
growth in consumption has 
also been blurred as a conse¬ 
quence to last year’s drought 
Which curtailed not only the 
^dhsumption of fertilizers 
but also had an adverse effect 
on domestic production as a 
sharp drop in hydel generation 
accentuated the power short¬ 
age in the country. 

Before the July increase in 
consumer prices, it was expect¬ 
ed that consumption of fertili¬ 
zers will grow during the 1980s 
by as much as 165 per cent or 
10.3 per cent compound 
growth annually. How far the 
future projections have to be 
..brought down will depend on 
the consumption trends this 
year when the rainfal has been 
good. The behaviour of the 
prices of the farm products in 
the coming months will provide 
some indication of how far the 
ipereased fertilizers prices have 
t affected the calculations of the 
smaller farmers. 

It is presumptuous to assume 
that any substantial cut can 
be effected in the sale price 
of fertilizers in the short run 
unless the Government decides 
to increase subsidy. In foct, 
the recommendation of the 
Planning Conutiissipn that all 
subsidies should be gradually 
phased out should suggest that 
fertilizers are bound to cost 
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more in future. It is highly 
improbable that manufactur¬ 
ing costs can be contained. Our 
dependence on imports of 
either fertilizers themselves or 
some necessary inputs such as 
phosphoric acid, rock phos¬ 
phate and sulphur, still conti¬ 
nues to be substantial. 

This warrants that concerted 
endeavours should be made for 
a more efficient use of fertili¬ 
zers so that either higher pro¬ 
duce can be secured from the 
current level of application of 
nutrients or alternatively the 
current level of produce can 
be won from lower application 
of nutrients. A seminar orga¬ 
nised a few days ago in New 
Delhi by the Union Ministry 
of Agriculture, in collabora- | 
tion with the FAO and the 
Norwegian Government, has; ; 
underscored the imperative 
a more efficient application of 
fertilizers and improvements/;] 
in other agronomic prac- | 

tices. ' $ 

' 

Now Programme : !f : 

ft 

A multi-pronged programme /; 
has already been launched ip | 
this regard in the country. If 
includes educating the farmers/! 
in proper water management, | 
setting up of gobar gas plants $ 
and extension of the use of / 
bio - fertilizers culture, blue / 
green algae, etc. Compost pits 
for village wastes and refuse /: 
processing plants in the cities i, 
are the other prongs of the 1 
strategy proposed to be pdr- 
sued vigorously. Efforts in/ 
these directions, made in a " 
fragmented manner till now, 
are to be coordinated. The; 
necessary infrastructure is to 
be organised. Greater empha¬ 
sis is envisaged to be placed 
on balanced fertilisation. 
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Controversy Over Gas-based Plants 

T.T. Vijayaraghavan 

It has taken the Government almost two years to choose technology for the new 
gas-based plants, and there has been much controversy over the selection of consultants. 

Stories of kickbacks and political influence abound. We print here two articles viewing 
the controversy from somewhat different angles. The last word has yet to be said-—there 
is no question that there will be a furore in the next session of Parliament over the appoint¬ 
ment of consultants, and it is understood that it will take at least six months to negotiate 
the final details even with tfeparties who fwe already been selected. 


Fertilizer Consultants 


A mere recapitulation of the 
events leading to the final 
selection of the consultants for 
the gas-based fertiliser plants 
to be set up at Thal-Vaishet in 
Maharashtra and Hazira in 
Gujarat will be illuminating 
as it show the havoc that 
inaptitude, vacillation and 
, procrastination from the 
* powers-that-be can play with 
the economy. 

About three years ago it 
was established by the experts 
of the Oil and Natural Gas 
Commission that the Bassein 
gasfields close to the Bombay 
High oilfields were capable 
of yielding 21.5 million cubic 
metres of natural gas a day. 
This would be sufficient to set 
up at least 10 fertiliser plants 
I each with a Capacity to pro- 
f duce 1,350 tonnes of ammonia 
a day. In other words, this 
opened the prospect of almost 
doubling the country's nitro¬ 
genous fertiliser output. 

A committee headed by Mr 
Paul Pothen, Chairman of the 
public sector consultancy unit, 
Fertiliser (Planning and Deve¬ 
lopment) India Ltd, recom¬ 
mended early in 1979 that out 
of the six bidders—C.F, Braun 
and Pullman Kellogg of the 
I United States, Haldor Topsoe 
of DenmarJc, foyo Engineer- 


Petroleum and Chemicals, 
ordered that a second look 

l * T1 . . should be taken before assign- 

m of Japan, 

Otastow of Britain nnd T«I« 


nimont of Italy—C.F. 
should be awarded the con¬ 
tracts for all the four plants, 
two proposed to be erected at 
Thal-Vaishet and the other 
two in Gujarat. The panel 
listed Toyo next in preference 
followed by Pullman Kellogg. 
The Rashtriya Chemicals and 
Fertilisers, in charge of imple¬ 
menting the Thal-Vaishet pn> 
ject, was asked by the Govern¬ 
ment to negotiate the contract 
with C.F. Braun. RCF had 
accordingly negotiated the deal 
and reported to the Govern¬ 
ment. The Paul Pothen com¬ 
mittee suggested that C.F. 
Braun could be considered for 
appointment as contractors for 
the Hazira plant on the condi¬ 
tion that the foreign company 
will take effective steps for the 
transfer of technology to this 
country. Braun was thus about 
to walk away with these presti¬ 
gious projects. But the care¬ 
taker Government of Charan 
Singh felt that the final decision 
should be left to the successor 
Governmet. So, it was stal¬ 
led. 

The change of Government 
early this year completely 
altered Braun’s fate. Mr P.C. 
Sethi, who was looking after 


dtMmittee under the chairman¬ 
ship of Mr B.B, Singh, a 
member of the Pothen panel 
and one - time Chairman of 
Nangal Fertiliser Ltd* was set 
up and asked to submit its 
report within two weeks. But 
it actually took nearly four 
months to complete its labours. 
Its recommendations were, 
however, curious. AH the 
seven members of the panel 
unanimously opted in favour of 
C.F. Braun as far as Thal- 
Vaishet was concerned. In the 
<$i$e of Hazira, the majority 
opinion was that it should go 
to another party. However 
the majority members sharply 
differed on the choice of con¬ 
tractors other than C.F. Braun. 

It >vas under these circum¬ 
stances that the cabinet set up 
a five member sub committee 
to sort out the mess, it con¬ 
sisted of the Finance Minister, 
Mr R. Venkataraman, the 
Petroleum Minister, Mr Vec- 
rendra Patil, the Law Minister, 
Mr Shiva Shankar, the Infor¬ 
mation and Broadcasting 
Minister, Mr Vasant Sathe and 
the Housing Minister Mr P.C. 
Sethi. The Committee, how¬ 
ever, made a complete sweep 


by altogether turning its back; 
on Braun. It decided ifl? 
favour of the Denmark firms 
Haldor Topsoe for Thai-Vat-: 
shet and the US firm Pull¬ 
man Kellogg for Hazira. Thai;/ 
the committee disregarded the - 
opinion of two expert commit ¬ 
tees which had opted fdr; 
Braun for Thal-Vaishet, In 
the case of Hazira, it had at; 
least the justification that the 
B.B. Singh panel was itselfi 
greatly divided. 

Govt Explanation 

'1 1 

In explaining the decision*; 
taken, a Government preftB 
note said that the two firms; 
selected were leading consul^ 
tancy firms involved in 
building of most of the modei^i 
plants. Both the firms h|d 
offered adequate guarante#^ 
and comprehensive and 
tractive terms for the transfer^ 
of technology. Both had 
perience of working in Indl#| 
and, in fact, Topsoe was hc|y|| 
working with FPDIL in 
Namrup III ammonia pjant^| 
Pullman Kellogg had con$idq$5 
able experience in working l$| 
Indian conditions and 
designed and completed 
nia plants at CordmandfS^? 
Kalol and Phulpur. Til; 

' i ‘t t Yj l 

The press note also statefj 
that the main consideration 
for recommending Braun 
the low-energy consumption ; 
in the technology offered byit; 
Even in this respect, it was;' 
observed that the manner in'li 
which Braun agreed to under- • 
take responsibilities and liabi-, 
litics ^'loosened the founda¬ 
tions" of this argument. Braun 
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had no experience of having 
tniilt and operated a plant in 
India. This was a matter of 
considerable significance as 
earlier proven technologies had 
floundered in Indian condi¬ 
tions. About the controversy 
whether one consultant should 
be selected for both complexes 
or two separate consultants, 
the press iclcase explained that 
the Cabinet Committee felt that 
with sufficient gas reserves now 
established to support a large 
number of such plants, it 
would be advantageous to have 
two of the most advanced 
ammonia technologies lor app¬ 
lication in futuic plants at 
nominal licence fee. 

World Bank Caveat 

Now that a decision has 
been taken further controver¬ 
sies should end. But reports 
suggest that the World Bank, 
which has offered a loan for 
the foui ammonia plants, is 
disturbed at the sudden shift 
in the award of contracts and 
may call for its own technical 
appraisal of the comparative 
merits of the Braun technology 
v/a-a-iva' the two firms now 
chosen to execute the projects. 
It would appear that the World 
Bank may seek clarification 
from the Government as to the 
technical reasons and rationale 
behind the Government's deci¬ 
sion. 

The point is further delay in 
stalling the work will mean 
enormous loss to the economy. 
Originallv the Jhal - Vaishet 
and Hazira plants wcie set for 
completion b) 198* It is now 
doubtful whethei the) will see 
the light of da\ bet ore the 
middle of the decode It has 
been calculated that each da) \ 
delay means u,ooo tonnes of 
urea unmanufuciuiuJ and a 


production loss of more than 
R$ 1.50 crores a day. The 
capital costs of the projects are 
already reported to have gone 
up *>y nearly Rs 500 crores. 
Imports, which will be neces¬ 
sitated because of the delay in 
their commissioning, may cost 
the country nearly Rs 800 
crores. 

The Postscript 

By way of postscript, the 
following news item culled 
from European Chemical News 
(ECN) dated Sptembcr 8, 
1980, should be interesting 
since it argues the case for 
Pullman Kellogg. 

It says. Recently, the Pull¬ 
man Kollogg division of Pull¬ 
man* Jnc announced it would 
provide a cost-effective, 
‘‘highly energy-efficient ammo¬ 
nia plant, designed to produce 
ammonia at an energy con¬ 
sumption of less than 27 Btu/ 
short ton,” aspart of a £265 m. 
Canadian fertilizer complex. 

Company officials noted that 
“Pullman Kellogg continues to 
devote a significant effort to 
making important improve¬ 
ments in ammonia technology 
and its relationship to energy 
consumption and reduction. 
The degree to which these 
features arc incorporated into 
a new plant are dependent 
upon a client’s feed costs, 
payout formula, and local 
operating requirements.” 

The Kellogg officials cited 
some particular areas of tech¬ 
nology improvements. 

—Revised pressure and tem¬ 
perature conditions mark the 
primary reforming section, 
one of the most complex che¬ 
mical and mechanical design 
areas in an ammonia plant. 
Heat is more efficiently utilised 


downstream of the secondary 
reformer. High-temperature, 
high-pressure steam systems 
are employed. The designs 
reflect ftiU integration of pro¬ 
cess and utility systems. 

—Cost and energy efficiencies 
are realised in the carbon- 
dioxide removal step, a large 
consumer of energy in conven¬ 
tional plants. These are possi¬ 
ble through use of Allied 
Chemical’s Selcxol process, 
which employs a physical sol¬ 
vent. Methanation and mole¬ 
cular sieve drying reduce power 
requirements in both the 
synthesis recycle loop and 
the refrigeration system. The 
refrigeration system itself is 
improved by use of a unitized 
exchanger. 

—A horizontal ammonia 
synthesis converter, using a 


C.F. Braun may not have 
built many fertiliser plants, 
but it is a leading consultant 
for petrochemicals, and ferti¬ 
lisers are in fact a kind of pe- 
trochmicals. Its design incor¬ 
porating a gas turbine in a 
fertiliser plant makes it more 
expensive, but yields very sub¬ 
stantial fuel savings. This 
economy angle led the Pothen 
Committee to choose it as the 
best technology. 

There was another advant¬ 
age too. The original idea 
was that there would be trans¬ 
fer of tcchology to India, so 
that later fertiliser plants could 
be fabiicated indigenously, 
largely by Bharat Heavy Plates 
and Vessels(BHPV). In thepast 
the country has been putting up 
plants of all kinds of different 
design, making standardised 
manufacture impossible. BHPV 


reduced-size catalyst, permit 8 
higher conversion per pass* 
reduced pressure drop, and a 
reduction in recycle compres¬ 
sion power requirements. 

—Other process and mecha¬ 
nical design efficiencies are in¬ 
corporated into the Kellogg 
design. Some are new and 
proprietary; some are known 
design practices which have 
been implemented specifically 
to save energy. 

The Kellogg officials said 
these developments “may hau* 
as great an impact on the 
industrv of today as did the 
development of the Kellogg 
large-scale, single-tram design 
of the sixties." Kellogg also 
predicted that if energy prices 
continue to use as predicted, 
“coal will be competitive for 
ammonia production by 1985". 


already has the capacity to 
fabricate reactoi vessels fot 
fertiliser plants with a capacity 
of 900 tonnes of ammonia per 
day. Naturally, it is expected 
that it would have to instal 
additional equipment to fabri¬ 
cate vessels with a capacity of 
1,350 tonnes of ammonia per 
day, of the type being set up 
at Thai-Vaishet and Hazira. 
However, the G.F Braun design 
breaks up the chemical reac¬ 
tion into a number of vessels, 
so that the size of the vessels 
would be well within the exist¬ 
ing manufacturing capacity of 
BHPV. 

It is quite clear that both 
these advantages were discard¬ 
ed for political reasons. Braun 
was identified with the previ¬ 
ous Government, and the Con¬ 
gress (I) regime felt that this 
was sufficient reason for choc- 
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sing another collaboration 
even if the technology was in¬ 
ferior. Jt appointed a new 
committee headed by Mr B.B, 
Singh, which called for updat¬ 
ed bids from all the com¬ 
panies. This Committee also 
could not come to any firm 
decision as each member had 
a different view on the tech¬ 
nology to be selected as well 
as the company to whom the 
contract may be awarded. The 
majority of the members how¬ 
ever felt that it is not wise to 
entrust the entire plants to an 
in-experienced company like 
Braun and it is better to select 
two technologies for these 
plants. Mr B.B, Singh’s Com¬ 
mittee therefore recommended 
that Braun may be awarded 
the Thai Project and for 
Hazira JFFCO may be asked 
to negotiate with Toyo, Kel¬ 


logg and Topsoe. The Tech¬ 
nical Croup of Singh Com¬ 
mittee clearly recommended 
that the technologies offered 
by Topsoe and E and G arc 
not acceptable and as such the 
proposals of these two com¬ 
panies should be rejected. 

However, for reasons not 
known, Mr B.B. Singh recom¬ 
mended to include Topsoe also 
(which has a fifty per cent 
shareholding by Snam of 
Italy) alongwith Toyo and 
Kellogg for further negotia¬ 
tion, with certain preference 
for Topsoe. The Ministry of 
Chemicals and Fertilizers for¬ 
warded this report to a Cabi¬ 
net Sub-Committee with their 
clear recommendation that 
Thai Project may be cleared 
for Braun, and 1FFCO may be 
asked to negotiate further with 
Toyo, Kellogg and Topsoe be¬ 


fore any decision could be 
taken. 

The Cabinet Sub-committee 
finally decided to drop Braun 
as they felt that Braun had no 
experience in India and should 
not therefore take risks to 
award such large plant to this 
company. The Cabinet Sub¬ 
committee also made a note 
that Toyo which was offering 
Kellogg technology have the 
maximum experience in build¬ 
ing such large size plants and 
Toyo also had the maximum 
Indian experience. After de¬ 
liberations the Cabinet Sub¬ 
committee however decided 
to award the contract for Thai 
Project to Haldor Topsoe and 
Hazira Project to Pullman 
Kellogg of USA. 

The Ministry officials are 
tight lipped and not prepared 
to come forward with any 


comment for the basis of 
this selection which seems to 
be not on merits but purely on 
“othci considerations’ 1 . The 
most surprising part of the 
decision is that the Cabinet 
found inexperience of Braun 
as it major point for drop¬ 
ping them, but this commit¬ 
tee was not prepared to adopt 
this criteria for Topsoe, and 
if the same criteria is adopted 
Topsoe cannot be selected. 
Topsoe is only a process licen¬ 
sing company and have no 
experience in India. In case 
“experience” is the main cri¬ 
terion which the Cabinet de¬ 
cided to adopt for selection of 
consultants, Toyo would ccr+ 
tainly qualify as a number one 
company. Pullman Kellogg 
technology is a very well pro* 
ven technology and has been 
adopted in two plants in 
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Announcing * major 
breakthrough 
in fertilizer manufacture: 

FCI’s coal-based 
fertilizer plants 
commissioned 
at Takher 
and Ramagundam. 


At Telcher and Ramagundam. PCI am doing 
something that Wat never done before m our 
country: manufacturing nitrogenous fertilizers 
through a total coal gasification process, using 
locally available low-grade coal. Among the 
largest of their kind in the world, these plants 
ire built to produce annually 5 lakh tonnes of 
urea each, 

Coal- the 100% indigenous raw materiel 
Till now in India, fertilizer plants have been 
largely using petroleum-based raw materials— 
dependent to a considerable extent on imports 
It's different with coal, available locally. Our 
country has extensive coal deposits running to 
millions of.tonnes—enough and more to sustain 
a number of similar coal-based fertilizer plants. 

For the first time in the world, four-headed 
gasifiers-each with a capacity to produce gas 
equivalent to 300 tonnes of ammonia per day- 
have been installed at these plants. 

Pace-setters for future coal-baaed plants 


The Talcher and Ramagundam plants will act 
as pace-setters for other similar coal based 
fertilizer plants The expertise gained at these 
plants will be an invaluable asset »n setting up 
more plants using coal as the feedstock 
What these plants mean to the country is 
Considerable in terms of economic gams The 



FCI. Right in between black uni and golden harvests. 
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India. Iti» understood that 
the offer ofToy° which is of¬ 
fering Kellogg technology is 
more economical and attrac¬ 
tive and the terms and condi¬ 
tions of Toyo are more bene¬ 
ficial to India. Toyo offer is 
the cheapest, with shortest 
completion period and have 
accepted all the stipulations/ 
conditiions required in the 
. ITB including acceptance of 
complete tax liability. How¬ 
ever, for reasons not known 


the committee decided to 
award the contract to Pull¬ 
man Kellogg ignoring Toyo’s 
claims. It is therefore evident 
that while taking decision to 
award the contracts to Pull¬ 
man Kellogg and Haldor Top- 
soe the Cabinet has not cared 
to give any importance to 
merits or provenness of techno¬ 
logy or the Indian experience 
of the company; but the deci¬ 
sion seems to have been taken 
on other considerations and 


influenced by people who have 
po direot relation to the deci¬ 
sion making body. On a care- 
flit analysis of the whole 
issue the following questions 
emerge: 

J. If Braun is to be dropp¬ 
ed because of their limited 
world experience and total in¬ 
experience in India, how can 
the Government justify selec¬ 
tion of Topsoe ? 

2. The Government had 


selected both Kellogg and 
Toyo for final negotiation and 1 
was fully aware that both were 
offering same technology. What*' 
is the basis of selection of 
Kellogg when the Government . ' 
is getting same technology ^rith 
improvements from Toyo who. 
have more experience than 
Kellogg, having built more, 
large size plants than Kellogg 
themselves, and whose fees 
and other terms are far better ' 
than Kellogg offer ? 


Coal Based Fertiliser Plants 


Since the inception of large- 
scale public sector fertilizer 
industry in the country after 
independence, a flexible feed¬ 
stock policy has been followed, 
consistent with availability of 
I the natural resources within 
the country and the need to 
have optimum economic opera¬ 
ting capacities and process 
routes. In the earlier plants 
in the country, such feedstocks 
as firewood, coke and electro¬ 
lytic hydrogen were used. 

In the early sixties, with a 
surplus of naphtha from the 
refinery capacities, naphtha 
was the preferred feedstock and 
a number of plants were set¬ 
up with this raw-material. But 
there was a realisation even at 
that time that a considerable 
proportion of the refinery capa¬ 
city was dependent on import¬ 
ed crude and, to that extent, 
dependence on petroleum feed¬ 
stocks as primary inputs for 
fertilizer production may not 
be in the long term interests 
of the country, particularly 
in a vital sector such as ferti¬ 
lizers which directly contribute 
i to food production. At this 
time itself,, coal based plants 
in Andhra Pradesh and 


Madhya Pradesh had been con¬ 
ceived and action on a project 
at Korba was also taken in 
1962, but it was not proceeded 
with in view of the comfortable 
position of naphtha at that 
time and the higher investment 
costs per tonne nutrient involv¬ 
ed in setting up a fertilizer 
plant based on a solid raw 
material like coal compared to 
liquid or gaseous feedstocks' 
and the advent of an economi¬ 
cal steam reformation route 
at that time for processing 
naphtha and natural gas. 

But, by 1967, when the 
magnitude of our potential, 
requirements of nitrogenous 
fertilizers and the implications 
of dependence on imported 
petroleum raw-materials in 
terms of foreign exchange out- ., 
go became more pronounced 
and evident, the concept or 
coal-based fertilizer plants 
gained impetus and momen¬ 
tum, considering the fact that 
the reserves of coal in India, 
particularly non-coking coal 

which could be tapped for non- 
metallurgical application, are 
enormous, as much as 83,000 
million tonnes. The utilisation 
of coal as primary feedstock 


would ensure 100 per cent self- 
reliance with regard to a vital 
input for fhrther production. 

It was aiso considered that 
the generational change that 
had taken plact by that time in 
the design of ammonia plants 
along the lines of massive 
single trains with the use of 
centrifugal compressors driven 
by hi gh pressure steam based 
on in-plant energy recovery 
and re-use oould be adopted 
.jfpf the coal-based plants, 
■Suiting in economies of 
scale. 

Another relevant and impor¬ 
tant aspect was that the coal- 
based fertilizer plant could be 
conveniently located at the site 
ef the raw-material; pithead 
"locations would minimise 
transportation problems, con¬ 
sidering that about two tonnes 
of coal would be required to 
produce one tonne of urea 
fertilizer. The coal would be 
transported from the mines by 
a conveyor system to the plant 
site. Locational studies were 
taken up on these basis in 196 . 
The sites selected were Talcher 
in Orissa, Ramagundam in 
Andhra Pradesh and Korba in 


Madhya Pradesh. These sites ; 
had also the advantage that the $ 
utilities —water and power—,] 
were also available on the 
spot with continuous suppljrrj 
of water from river resources P "i 
and power from large thermal 
power stations developed and ;, 
nneratinc at the sites. : ^ 


The quantities of the main%f 
inputs involved for the capaci- 
ties envisaged for each site 
3000 tonnes of coal and 
million gallons of water p«s|| 
day as also 55 MW of powe#v.. x | 
The locations also provide^il 
a ready solution for the 
blems of ash disposal as slurry/.;?; 
is pumped into low [level arefM?-j| 
for filling up. - - 

The choice of an approprjatt$| 
coal gasification technology tb'.-jJ 
suit Indian coal at these loca^ / 
tions was also taken up at the ' 
same time. The Government rtf ^ 
India appointed a committee 
visit various foreign countries|' 
to see such plants in oper»tit %'% 
and make recommendations ^ 
the choice of coal gasificatip*i|j 
technology. The Committee^ 
in their report, after their. ; 
visits and study, recommended 
the adoption of the Koppers- 
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Toizck technology whirls is 
Receptive to a wide variety of 
Goals with non-coking proper- 
j ties and ash content lipto 35- 
40 per cent. Because of its 
operation under atmospheric 
f pressure* construction is simple 
* gpd therefore there would be 
^ider scope for indigenous 
,fabrication and supplies. Due 
to the uncomplicated gas com- 
Sposition, the Kopper’s process 
allows for simpler gas purifica¬ 
tion steps and onty a minimum 
number of process stages, 
namely dcsulphurisation, CO- 
shift conversion, decatena¬ 
tion and final purification by 
liquid nitrogen wash. 

Coal-based Plants 

Based on the above studies 
and recommendation, the 
.Government approved in 1969 
|he coal-based plants at Tal- 
icher and Ramagundam and the 
JCorba project in principle 
Which was also later cleared in 
1974. Each of these projects 
envisages a production of 
J28,000 tonnes / year of plant 
tiutrient nitrogen and 495,000 
tonnes / year of fertilizer grade 
prilled urea. The main plant 
capacities are 900 tonnes/day 
pf ammonia and 1,500 tonnes/ 
;4ayofureaintwo streams. At 
Talcher and Ramagundam, 
facilities have been provided 
for recovery of 2880M 8 /day 
Of argon gas for sale ps an 
.industrial product. At Talcher, 
facilities have also been set up 
for recovery of about 63 ton¬ 
gues/* ear of heavy water from 
irihe synthesis gas mixture. 

While the Talcher and 
;$Umagundam projects have 
fjjeen completed and are under 
;^nal commissioning and trial 
^‘production, work on Korba 
been slowed down and the 

L- 
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project is expected to be imple¬ 
mented in full swing when 
experience has been gained in 
the successful operation and 
stabilisation of the plants at 
satisfactory levels of produc¬ 
tion at Talcher and Rama-, 
gundam. 

Unique Feature 

The unique feature in these 
plants is the adoption for the 
first time in the world of the 
four-headed Koppers’ gasifiers, 
each equivalent to 300 tonnes 
of ammonia per day, thre^ 
gasifiers having been presently 
installed for the capacity of 
900 tonnes. In the previous 
plants elsewhere in the world, 
Such as in Turkey and also in 
South Africa, a 2-headed gasi¬ 
fier of the same dimension was 
used, equivalent only to 150 
tonnes/day of ammonia. This 
pioneering effort has evoked 
considerable interest elsewhere 
in the world from such coun¬ 
tries as Brazil, Poland, China, 
Turkey and Korea who have 
plants for coal-based fertilizer/ 
heavy chemical installations. 
Based op the Indian experience, 
Brazil and Poland arc also 
adopting the 4-headed gasifier 
for their new instalations. 

The projects have been 
executed on the design and 
engineering developed by the 
Planning and Development 
Division of the FC1 on the 
basis of process know-how 
acquired from different sour- 
ces.Themain process licensers 
are; M/s Krupp-Koppers of 
West Germany for coal gasi¬ 
fication; M/s Lurgi of West 
Germany for recti sol gas-puri¬ 
fication and M/s Techni 
mont of* Italy for ammonia 
and urea synthesis. The air 
separation and liquid nitro- 
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gen wash units were supp¬ 
lied under their design and 
engineering by M/s Techno¬ 
export 6f Czechoslovakia. 
Many of the process equipment 
and plants have beep manu¬ 
factured and supplied by Indian 
fitfms for the first tijtrie; pro¬ 
minent companies are BHEL, 
BHPV, FEW, Larsen & Tou- 
bro and McNally-Bharal. Be¬ 
cause of these efforts, only 20 
per cent of the total plant and 
equipment had to be imported 
for these projects. 

Inevitable Delays 

The zero date for the pro¬ 
jects was July *71 and comple¬ 
tion was envisaged by July ’75. 
As such type of plants were 
being engineered for the first 
time in the country and the 
indigenous manufacturers also 
undertook the fabrication of 
complex equipment for the 
first time, delays in the delivery 
of plant and equipment became 
inevitable. The projects could 
be mechanically completed by 
October ’77 at Talcher and 
December ’77 at Ramagundam. 

Since such large scale plants 
based on coal as feedstock were 
being set-up in India for the 
first time and since, even in the 
world, there were not such 
large coal-based plants, except 
in South Africa, technological 
problems were also encounter¬ 
ed during commissioning that 
was taken up after mechanical 
completion. Equipment fail¬ 
ures during commissioning had 
also to be contended with 
which were unexpected to 
some extent and this also set 
back trial production. Trial 
production of urea could be 
established in August *79 at 
Talcher and in September *79 
with ammonia obtained from 
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external sources. Trialantmo- 
nia production was established 
in January *80 at both; the 
plants and urea production,: 
from in situ ammonia, a Tew 
days later. 

, But the unprecedented 
drought in Andhra Pradesh 
and Orissa in 1979 had Jed to 
a power crisis and the plants 
had to he shut down in January 
’80 for lack of power when., 
trial production of urea had 
commenced. Fortunately, with 
the advent of a good monsoon, 
power has been restored at 
both the plant sites and 
production has recommen¬ 
ced by the end of July 
'80. The results have been 
encouraging and it is expected 
that both the plants will be 
stabilised at satisfactory levels 
of operation very soon. 

Mammoth Projects 

These mammoth projects, 
each costing about Rs 215 
crores, have been a pioneering 
venture in India’s march to¬ 
wards self-sufficiency in fertili¬ 
zer and food production. More 
than that, they will highlight . 
the way to further increases in 
installation of fertilizer capa¬ 
city based on a 100 per cent 
indigenous primary feed-stock 
coal. Though immediately the 
Bombay High gas find is pav¬ 
ing the way for a number of 
gas-based plants, it can cer¬ 
tainly be foreseen that, like 
elsewhere in the world, old 
king coal will regain its pro¬ 
minence as a source of energy 
and, in this scenario for the 
future, Talcher and Rania- 
gundam will-serve as beacon 
lights and providers of a re¬ 
servoir of experience in the 
mastery of coal-based techno¬ 
logy for fertilizer production. 

’ r • aeimuat, 




The Calcutta Electric Supply 
Corporation (India) Limited 

Extracts from the Review by the Chairman, Mr. Bhaskar Mitter, 
at the Annual General Meeting held on 26th September 1980 at Calcutta 


Powdr Situation 

The year 1979*80 has been a difficult one for the Company. 
The power shortage which has gripped Calcutta in its tentacles 
Tor so long continued unabated throughout the year. In the 
context of this shortage it was unfortunately not possibleto 
mitigate the baneful effects of load shedding and the consequent- 
distress caused to the consumers of electrical energy. The redu¬ 
ced availability of power has also had an adverse effect on the 
Company’s operational results. 

The reason for this acute power shortage was primarily the 
restrictions on our import of power from WBSEB and DVC. 
Further more, due to inadequate rainfall it was not possible to 
obtain any assistance either from the neighbouring Orissa system 
or from the Northern Regional Electricity Board. A better 
monsoon this year offers some prospect of succour from these 
two agencies and this possibility is being explored. 

. The Company’s own Generating Stations delivered a total of 
11500 million units to the system during the year compared to 
1502 million units in 1978-79. As a result of strenuous efforts 
our Stations were able to maintain their output despite their 
advanced age and despite numerous problems which arose from 
time to time such as acute shortages in the supply of coal, as 
well as its indifferent quality. 

Sales of Electricity 

During the year, 2743 million units were sold, a decrease of 
4.4% as compared to the previous year. The declining trend in 
unit sales which started in 1977-78 has not yet been stemmed, 

' and for the third year in succession unit sales have registered a 
decline compared to the previous year. As already mentioned 
the cause of this decline is the curtailment of the supplies that 
we receive from outside agencies, and on which we have to de¬ 
ll pend for more than 50% of our total requirement of power. 

At our own Stations during the last four years we have stri¬ 
ven with difficulty to maintain a stable output of around 1500 
million units. In regard to outside agencies from which we have 
to purchase power to try and cope with the demand, we were 
able to get 1849 million units in 1976-77, This availability drop¬ 
ped in stages to 1752 million units last year, and in the year 
under review the figure dropped further, this time sharply, to 
1660 million units. There was thus a serious decline in the 
overall availability of power and this situation brought, inevit¬ 
ably, in its wake widespread load shedding and restrictions on 
the use of power, 

Sales to domestic, commercial and medium and low voltage 
consumers recorded a fall of about 2.4% from last year, whereas 

I N.B.—This statement does not purport to be 


Accounts 

sales to industrial high voltage consumers showed a decline of 
about 6,6%. 

The gross revenue from sale of electricity amounted to 
$s 98.43 crores as against Rs 89.89 crorcs last year. For the 
most part, this increase in gross revenue arose out of the appli¬ 
cation of higher coal surcharge rates. Increase in revenue oh 
this account was however absorbed by the considerably higher 
cost of generation in which coal plays a very important part and 
by the payment of higher fuel surcharge in respect of power '.{ 
purchased by the Company. 

This year’s Accounts show a large increase in interest char- : - 
ges—Rs 334.94 lakhs against Rs 116.33 lakhs last year. Of * 
Rs 334.94 lakhs, Rs 270 lakhs represents interest paid on ac¬ 
count of loans received, and commitment charges on loans sane- "'■» 
tioned for our Titagarh Project, for the new boilers at the Mula- ; ,S 
jore Station, and for other capital expenditure. 

Capital Expenditure including work-in-progress during the '•'/* 
year amounted to Rs 36.1 crores which includes expenditure of :i 
about Rs 28 crores on the Titagarh Project. This explains an $ 
increase of over Rs 26 crores in borrowings, which totalled ^ 
Rs 44.17 crores at the end of the year. 

New Projects 

I have already mentioned that the Scheme for addition of 4 
two new boilers at our Mulajoro Generating Station was comple- ; | 
ted during the year under review. The first boiler was commis- 4 

sioned in April, 1979 and the second in March, 1980. , •» 

' 

Our large Titagarh Project is making satisfactory progress. 
Work at tho site commenced towards the end of April, 1979 $ 

and since then piling and pile caps for the main Station founda* ^ 
tions involving a total number of 2475 RCC cast in-situ piles 3 
and 10,030 cu.m. of concreting have been completed. The cast* : | 
ing of the top table of turbo-generator unit No 1 has also been y 
successfully completed. From June this year erection has com- ’'•« 
meaced of steel superstructures both for the main Station and / y 
also for the boilers. Simultaneously, driving of sheet piles for y 
the intake pumphouse has also been taken in hand. Orders for 
all major plant and equipment have been placed, by and large ; 
on time, so as to meet the estimated target date of commission* £ 
ing the first unit by the second half of 1982. Amongst the ’ l 
orders already placed I may mention turbo-generators, boilers, , t 
coal handling plant, ash handling plant, instrumentation and 
power cables. Import licences covering all imported equipment 
have been obtained, while shipments of the turbo-generator units ; 
and 33 kV Switchgear from UK have commenced. To date a 
total amount of some Rs 44 crores has been spent on the Project, 


a report of proceedings of the Annual General Meeting referred to above. 
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THIS IS ONLY AN ANNOUNCEMENT ANO NOT A PROSPECTUS 



Telco 


The Tata Engineering and 
Locomotive Company Limited 

Regd. Office: Bombay House, 24, Homi Modv Street, Fort, Bombay-400 02 3 

(Incorporated on 1st September, 1945 under the Indian Companies Act. 1913) 

Announcement regarding the Public Issue of 5,35,50011% Convertible Bonds of the face value of 

Rs. 450/- each for cash at par. 


Application have been made to the Stock Exchanges at Bombay, Calcutta, Delhi, Ahmedabad, Madras ana Bangalore for oermission 

to deal in and tor an official listing of the Convertible Bonds. 


THE SUBSCRIPTION LIST WILL OPEN AT THE COMMENCEMENT OF BANKING HOURS ON MONDAY, THE 6TH OCTOBER, 
1980 AND WILL CLOSE AT THE CLOSE OF BANKING HOURS ON MONDAY, THE 27TH OCTOBER, 1980 OR EARLIER AT THE 
DISCRETION OF THE BOARD OF OtRFCTORS OF THE COMPANY BUT NOT BEFORE THE CLOSE OF BANKING HOURS ON 

SATURDAY, THE 11TH OCTOBER. 1980. 



HISTORY * DEVELOPMENT 

The Company was incorporated on 
the let September. 1945, initially for 
the production of steam locomotives 
end boilers end m 1954 entered the 
field of commercial vehicles. Thanks 
to the unstinted support received from 
the technical collaborators, Daimler - 
Benz AG, West Germany, as also the 
quelity ol the Company's producis, 
production of commercial vehicles 
progressively increased, yeai after 
year. The present installed capacity is 
for 36,000 vehicles in two plants, 
one in Jamshedpur end the other in 
Funs. Today the Compeny is the tee* 
ding manufacturer of commercial 
vehicles and the TATA vehicle is the 
fust choice of the customer through¬ 
out the country 

Over the years, the Compeny has 
cultivated end developed a multitude 
of strengths such as a fully equipped 
Engineering Research Centre, own 
capital manufacturing facilities end 


highly skilled human resources which 
have made the Company self-reliant 
and capable of maintaining sustained, 
growth as well ea achieving unequal¬ 
led export performance in the engi¬ 
neering field. 

The Compeny also produces a range 
of heavy duty earth moving equipment 
at its Plant in Jamshedpur, which enjoy 
e reputation for quelity end outsell 
comparable equipment of other makes 
made in the country. 

JOINT VENTURES ABROAD 
The Company has also joint ventures 
abroad, one in Malaysia end the other 
in Singapore. 

CONTRIBUTION TO THE NATION 
Telco pleya a vital role m the Indipn 
economy. Road transport is e key 
factor m the economic development 
of our country. More then 60% of the 
national goods end passenger traffic 
moves by road every day. Telco provi¬ 


des 70% of the vehicles for this 
critical function. 

Telco hat developed over 600 email 
end big encitlary suppliers ell over the 
country It has brought iMo existence 
over 1.00,000 entrepreneurs owning 
end employing 1 to 3 Tata trucks 
each. It employs about 36.000 people 
directly end, as every additional truck/ 
bus comes on to the road, employment 
for en additional 13 persons is gene* 
rated Thus. Telco creates 3 to 4 lakh 
tobs year after year. The Telco vehicle 
population operating in the country 
provides to the netionsl exchequer 
about 10 per cent of all the tax 
revenues of the Centre end the Stetee 
collected from alt sources. 

OBJECTS OF THE PRESENT ISSUE 
As an increasing share of the move¬ 
ment of men and matsrifti fplls upon 
tht Road Transport Industry, tha pap 
batwaen the demand fo* end supply of 
commercial vehicles is projeattd to 


widen further. To meet this burgeo¬ 
ning demand, the Company has em¬ 
barked on an expansion programme 
which will increase its vehicle pro¬ 
duction by 60 per cam in four veers. 
The total capacity for production of 
vehicles at both tha plants of tha 
Company, as now approved by the 
Government of Indie, is 44.640 vehi¬ 
cles per annum. After this capacity Is 
installed, permission is available to 
increase the production upto around 
66,000 vehicles per annum, 

Tht Company also proposes to In¬ 
crease the production of vehicle spare 
peris for servicing the large end Inert- 
•sing population of the Company'* 
vehicles. 

The Compeny has a regular programme 
for replacement of machine tools end 
equipments so that plants am mainta¬ 
ined in tha beat of health and tha 
Company keeps Itself abreast of tha 
latest developments in technptopy^ 





Th» Tats Cngirtwrln «Kl Locomotive Company Limited (Contd.) 


•OARO or OlMCTOAS 

Mr. S. Muokar 

(Chairman andManaging 
Oiraetot) 

Mr. N.A. Palkhivala 

(Vice-Chairman) 

Mr. J.B.O. Tata 
Mr. H.C. Hoppa 
Mr. N.N. Wadia 
Mr. N.H. Tata 
Mr. S.R. Vakil 
Mr. A-N. Mafatlal 
Mr. G.S. Patal 

MEANS OF FINANCE 
The Company requires a total finance 
of Rs. 130 Cioresfor implementing tha 
abovementioned protects. The amount 
it proposed to be financed as follows;* 
(i) Issue of Bonds Rs. 47.25 crores 
(ti) Internal 

generation of funds Re. 82.76 crores 
Total Rs. 130.00 crores 

Out of the total 8ond$ issue of 
Rs. 47.25 Crores. Rs. 17.96 crores has 
already been subscribed for by the 
Company’s Shareholders and Daimler - 
Beni AG and Rs 6.19 crores has bean 
set apart for subscription by Emplo¬ 
yees end Directors of the Company. 
The balance Of Rs. 24 10 crores is 
now being offered to the public for 
subscription. 

PROSPECTS A PROFITABILITY 
TATA commercial vehicles have 
earned a reputation not only in the 
country but also abroad for their qua¬ 
lity. reliability end cost effective per¬ 
formance. The customer preference 
for ns vehicles has led to e growing 
backlog of orders. 

On completion of the expansion, when 
66.000 vehicles are produced, the 
turnover of the Company wifi exceed 
Rs. 1000 crores. 

Based on the Company’s strengths 
and consistent good performance, 
especially over the past 25 years since 
the Company went into commercial 
vehicle production, and taking into 
account the proposed expansion 
scheme, the Directors ere of the opi¬ 
nion that the Company can look for¬ 
ward to eustainad growth and imp¬ 
roved results. 

LOCATION OF THE FACTORIES 
Jamshedpur (Bihar) 

Pimpn. Puna (Maharashtra) 

Chinchwad. Pune (Maharashtra) 

SO LICITORS/AD VOCATE8 
M/a. Mulls & Mufla and Craigtt 
Blunt ft Caro# 

Mr. S.R. Vakil 

LEGAL ADVISER TO THE ISSUE 
Mr. S.RfVak)! 

AUDITORS 

M/a. A.F. Ferguson Si Co. 

M/a. S.B. Btlllmorla & Co. 
MANAGERS TO THE ISSUE 
J.M. FINANCIAL Si INVESTMENT 
CONSULTANCY SERVICES PVT. LTD. 
112 Jolly Makar Chambers No. 2. 
Nariman Point. Bombay-400 021 
BRANCHES OF THE MANAGERS 
TO THE ISSUE 

BOMBAY; 11S.Stock Exchange 
Tower*. Dalai Street, Bombay-400 023. 
AHMEDABAO: Manaukhlat Bheklal 
Budding. Mahurat Poit.Msnak Chowk, 
Ahmodabad-360 001. 

BANGALORE: Sri Sabari Shopping 
Complex, 24 Residency Road, 
Sangalpra-660 026. 

CALCUTTA: Hindis Exchange Place, 
let floor. Calcutta-700 001. 

COCHIN; XLt/28®, Amulya Street, 
BSfttrJi Road, Cochin-662 01B, 

GOA: 12, Rua D Joeo Da Castro. 
Paniji, Goa-403 001. 

HYDERABAD: -6-129 Sul ten Barer, 
HydsubsdGOOOOl. 

MADRAS: 662 Mount Road, 
Thousand lights. Madtet-400 000. 

T$tah$n£m loot. 


Mr. S. Jagannathan 
Mr. M.R.B. Punja 
Mr. J.E. Tslaulicar 
(Joint Managing Director) 

Mr* S.Y. Jakatdar 
(Deputy Managing Director) 

Mr. A. Chandmal 

(Executive Director) 

Mr. S.J. Ghandy 

(Executive Director) 

Mr. $- Krishnamurttiy 

(Executive Director) 

Or. H. Wastphal 

PRINCIPAL BROKERS TO THE 

ISSUE 

BOMBAY 

Jenineda* Morar jae & Co , 

204, Stock Exchange Flare, 

Dalai Street, Bombay-400 023 
Dhirajfal Meganlal Sana, 

1103, Stock Exchange Towers 
Dalai Street Bombay-400023. 1 
D.S. Purbhoodat A Co,. 

Stock Exchange Bldg., Apollo Street, 
Bombay-400 023. 

Harkisondaes Lukhmidese, 

1207, Stock Exchange Towers. 

Dalai Street. Bombay-400 023. 
Shupendra Champaklel Davidee 
Bhupen Chambers, Dalai Street. 
Bombay-400 023. 

Jomnodae Khuahaldae & Co.. 

Stock Exchange Central Bldg.. 

Apollo Street. Bombay-400 023. 
Prabhudae Litladher, 

6A, Hamam Street, Bombay-400 023 
Val|l Bhlm/1 A Co.. 

24 r Stock Exchange Central Bidg, 
Dalai Street, Fort. Bombay-400 023. 
Upend re M. Dalai. 

604A, Stock Exchange Tower, 

Dalai Street Bombay-400 023 
Nagfndas Chhaganlal. 

912. Stock Exchange Towers. 

Oetel Street, Bombay-400 023. 
Norandae A Sons. 

Union Bank Bldg,, Oafel Street, Fort. 
Bombay-400023. 

CALCUTTA 
Stawart A Co.. 

14, India Exchange Piece. 

Calcutta-700 001. 

Place, Sfddona A Gough <P.) Ltd., 

6. Lyon* Range, Calcutta-700 OOt. 
Srfjnath Khandelwal A Co.. 

13. India Exchange Place. 
Calcutta-700 Q01. 

M.M. Murarka A Co., 

7, Lyons Range, CeIeutte-700 001. 
Varjiven C. Kampanl, 

16, India Exchange Piece, 

Calcutta-700 001. 

DELHI 

Bharat Bhuehan A Co.. 

H-45. Connaught Place, 

New Delhi-11000). 

-I.C. MohtsACo.. 

308, Dreamland, 1/1BB, 4 sat Ah 
Road. New Delhi-110002. 

VJnod Kumar A Co.. 

* A-6. Connaught Piece. 

New Delhi-110001. 

Amrltlal Bajaj A Co.. 

606, Kailaah, 26. K G. Marg. 

Haw Delhi-110001, 

Re)* Ram Bhaein A Co.. 

- Jewan Mansion, 6/4. Dash Bandhu 
Gupta Road, New Delhi-110056. 
Jafan A Co.. 

Stock Exchange Bldg., Ataf All Road. 
Ntw Dalhi-110 002. 

AHMSDABAD 

Champakiaf Bhallal Cttokahl. 

, Manak Chowk, Near Share Baser. 
Ahmedabad-380 001. 

Gordhandaa N. Gupta. 

Anandif Kalya*)! Bldg.. Relief Road. 
Ahmedabad-380001. 

MADRAS 
Dalai A Co.. 

National Insurance Bldg., 

224, N.S.C. Bos* Road. P.6 Ho. 149. 
Medraa-600001. 

BANGALORE 

M. Nenjeppeieh ahgirdar. « 

, 205. Cavalry Road,BingalowOOO042. 


BROKERS TO THE ISSUE 
BOMBAY 

Amarchand Ratenohand hevdri. 

26. New Stock Exchange Bldg., 

Bombay SaiYiachar Marg. 

Bombay-400023. 

Bhaldaa Maganlal A Co.. 

Dalai Street. Fort. Bombay-400 023. 
Batlivalu A Karani, 

Umon Bank Bldg r Dalai Street, 
Bombay-400023. 

Chirttanfal Monektal, 

45. Tamarind Street, Fort, 

8ombev*400 023. 

Chlmanfal J. Dalai A Co.. 

906, Stock Exchange Tower. 

6ih Moor, Dalai Street. 

Bombay-400 023. 

Dalai A Broach*, 

East Wing, 5th Floor. Stock txcnai.g* 
Tower, Dalai Street. Bombay >400023 
E. D Sodaweterwala, 

Bhupen Chambers, Dalai Sweet 
Bombay *400 023 
Hirala Iliad her. 

Stock Exchange Bldg.. 

5A, Hamam Street. Fort. 

8oml>ev-400023 

Mtaptel Thakorda* Nenavati, 

Stock Exchange Plata, Fort, 
Bombay-400 023 
indylfbl A’" Gandhi. 

306, Stock Exchange Bldg . Fort. 
Bombay 400023 
ishwarfal Kent Hal A Co.. 

Stock Exchange New Annexe Bldg . 

5A, Hamam Street. Bombay-400 023 
Jaevanttal Chhaganlal. 

29, Bhupen Chambers, Dalai Street 
3ombay«400023. 

Jasvantla! Chhotelal A Co.. 

Bhupen Chambers. Dalai Street, Fort. 

Bombay-400 023 

Jayantllal Khendwala A Bone. 

701. Stock Exchange Plaza, 

Dalai Street. Bombay-400 023 
Jayantilal N Patal. 

86. Stock Exchange New Bldg,, 

Apollo Street. Fort. Bombay-400023 
Jaswantlal V. Bbagat. 

136, New Stock Exchange Bldg . 

Apollo Street, Fort. Bombay-400 023. 

J R. Motishew A Co , 

32, Bombay Samachar Marg, 
Bombay-400 023. 

Jeyant Amarchand Kalidaa. 

Stock Exchange Bldg.. 4th Floor, 
Bombay-40 023 
iitandra Karjivanda*. 

50, Slock Exchange New Bldg.. 

Bombay Samachar Marg, Fort. 

8ombavf400 023 
Kaifci 4 Khambatta. 

506. Central Stock Exchange Tower 
Bldg . 5th Floor. Fort. 

Bombay-400 023. 

Kantilaf Madhavdae A Co., 

28. Stock Exchange Central Bldg,, 
Bombay Samachar Marg. 

Bombay-400 023. 

K J. Shah A Son*, 

Stock Exchange Plata* 

101/102, Dalai Street 
Bombay-400023 
KantHei Chhaganlal. 

New Stock Exchange Bldg., 

Dalai Swee tombay-400023. 
Karamchand Chunilal. 

610. Stock Exchange Towers. 

Dalai Street, Bombay-400023. 

K .C. Vakharia. 

211. Stock Exchange Plaza. 

Dale) Street. Fort, Bombay-400 023. 

K. Motirem Vakil. 

Stock Exchange Tower. 4th Floor 
Dalai Street. Bombay-400 023. 

V O, Vakil, 

613, Stock Exchange Towers. 

Data) Street Bombay-400023. 

Kison RatUal Chokeoy A Co.. 

727. Stock Exchange Towers, 

Dalai Street, Bombay-400 023. 

L K. Pondev. 

Maharashtra Bank Bldg., 

45/47,Apollo Street. Bombay-400023. 
Lewie A donee,* 

Bank of Barode Bldg., Bombay, 
Samachar Marg, Bombay-400023. 
MehatfotrfO Bros,, 

1106. Stock Exchange Towers. 

Dalai Street, Bombay-400023. 
MK.Chokeey ACo., 

• Bank of Maharashtra BHIe. 


46-47, Bombay Samachar Marg, 
Bombay-400023, 

Maganfal T. Vote, 

23. Bhupen Chamber*, 1st Floor, 

0*1*1 Street. Bombay-40$ 023. 
Marwonjao Bomanjaa Dalai, 
Allahabad Bank Bldg.. Apollo Street. 
Bombay-400023. 

M. J. Patal, 

107, Stock Exchange New 8idg.» 
Bombay Samachar Marg, 
Bombay-400023. 

Nerottam B. Jeveri, 

919, Stock Exchange Towers, 

9th Floor. Oalal Street. 
Bombay-400023, 

Natuerlal A Bona. 

Stock Exchange Annexe Bidg.. 

Dalai Stiraat, Bombay-400023. 

N. M Parikh. 

1st Floor. Stock Exchange New Bldg . 
Apollo Street. Bombay-400023. 
Nerbharem Harakhchand, 

Bhupen Chambers, Dalai Street. 
Bombay-400 023. 

Pank^j lahwarlal Kapadia. 

Stock Exchange Central Bldg . 

Hamam Street. Bombay-4000?3. 
Porecha Brothers. 

19. Stock Exchange New Bldg . 
Apollo Street. Bombay-400023. 
Prafutchandre Mangufal Parikh. 
925. Stock Exchange Towers. 

Dalai Street. Bombay-400023. 

RK Motiahaw, 

32, Apollo Street, Fort. 

Bombay-400 023. 

Raaikial Maneklal A Co.. 

107. Stock Exchange Plaza. 

Dalai Street, Bombay-400 023. 

5. M.Shah. 

601. Stock Exchange Towers. 

Dalai Street, Bombay-400 023. 
Sagarmal 6. Bihanl. 

815. Stock Exchange Towers, 

Dalai Street. Bombay-400 023 
Shivkishen M Damani, 

12, Stock Exchange Bldg , 1st Floor. 
Dalai Street, Bombay-400 023 
Suroeh F. Gundarla. 

87, Stock Exchange Bldg., 

Dalai Stroei. Bombay-400 023. 
Trambakla! RatHal Parekh A Bon. 
Stock Exchange Bldg , 

6/A, Haman Street,Bombay-400 023 
Virandra K. Petal. 

Bhupen Chambers. Dalai Street. 
Bombay-400 023. 

V.B. Daeai. 

Bhupen Chamber*, Dalai Street, Fort. 
Bombay-400 023 
Vinay M. Shah. 

59, Bazar Gate Straat. 

Bombay-400 001. 

Yashvant N. Shah. 

16. Union Bank Bldg., 3. Dalai Street. 
Bombay-400023. 

CALCUTTA 
Shagirath Mur ark*. 

7. Lyons Range, Calcutta-700 001. 

C. Mackertioh, 

7, Lyons Range, Calcutta-700 001. 
Chunilal T. Mehta, 

6. Lyons Range. Calcutta 700 001. 
Dayco, 

7. Lyons Range. Calcutta 700 001. 
G.M. Boau, 

7, Lyons Range, Calcutta>700 001. 
G.M- Pyna, 

14. India Exchange Place. 

Calcutta <700 001. 

J.M. Dutt, 

2, India Exchange Place. 

Calcutta-700 001 
Kastoorchand Somani. 

161/1. M.G. Road. 1st Floor 
(R.No- 21). Calcutta-700007. 
Khandelwal Bros., 

Wardley House, 25. Swallow Lana, 
Calcutta-700 001 

Narayendeas Khandelwal A Co., 
Wardly House, 25. Swallow Lane. 
Calcutta 700 001. 

N.L. Roy A Co., 

7. Lyons Range. Calcutta-700 001. 

. Road, Ward A Co- 
14. India Exchange Piece. 
Calcutta-700 001. 

SeJian Kumar Saraf. 

7. Lyons Range, Calcutta-700001. 
Buraj Retan Mohta. 

7. Lyon* Range, Calcutta-700001. 
Verm* A Co.. 

7, Lyon* Range, Calcutta-700 001. 



tin tata l!noin«*rfn« ami Loeomotlva Company Limited (fcerttd.) 


NCW DELHI >•! 

Behari Lai ft Co. 

Stock Exchange Bldg., Asaf All Rood 
Naw Delhi-110 002, 

B.K. Khullar ft Co., 

31, Slock Exchange Bkig., 

Asaf Alt Road. Now alhi-110002. 
D.B. Malhotra ft Co , 

13. Stock Exchange Bldg., 

Asaf All Road. New Delhi-110 002. 
Dewan Chand ft Co.,. 

Slock No. 10, Street 3, Devnagar, 
Karol Bagh, New DeOit-llOQPB. 

H P, Mehta & Co.. 

602, Nirmal Tower, 

Barakhamba Road. 

New Delhi-110001. 

Her bane Singh Mehta ft Co.. 

33. Regal Bldg.. Parliament Street, 
New Delhi-11000|1. 

K B. Mai I Ik ft Co.. 

Atma Ram House. Connaught Place, 
New Delhi-110001. 

L.R. Munjel ft Co . 

46. Delhi Stock Exchange Bldg.. 

Asaf Ali Road, New Oelhi-110 002, 
Lebh Chand Rode ft Co.. 

3. Delhi Stock Exchange Bldg., 

Asaf Ali Road, New Delhi-110 002. 

M L. Dhupor ft Co., 

48. Stock Exchange Bldg., 

Asaf Ali Road, New Delhi-110002. 

P. Roy Company, 

3/8 M.M. Road, Jn. Punchkuin Road, 
New Delhi-110065. 

P.3. Khembete ft Co.. 

M/46. Connaught Circus, 

New Delhi-110 001. 

R.K. Chugh ft Co.. 

6 & 64, Stock Exchange Bldg., 

Atef Ali Road.New 0etbl*1100p2, 

R.K. Rafan ft Co.. 

United Indie Life Bldg., 

F. Connaught Place. 

New Delhi-110001. 

Roehan Lai ft Co.. 

42. Stock Exchange Bldg., 

New Delhi-110002. 

Rei Paul Chadha ft Co., 

Dellte Cinema Bldg., Aeaf Ali Road. 
New DelhM10 002. 

Ram Nanda ft Company, 

35, Netoji Subhash Merg, 

Ntw Delhi-110002. 

'Sent Ram Dhupar ft Co., 

Stock Exchange Bldg,, Aeef Ah Road. 
New Delhi-110002. 

Sikander Lei ft Co.. 

42, Stock Exchange Bldg., 

New Delhi-110 002. 

Burindor Rode ft Co.. 

21-B. Bare Bazar Mara. 

Reminder Neger. New Delhi-110060. 


AHMEDABAD 
Chinubhai Chlmanial Mai. 

Muhurat Pole. Neke Menek Chowk* 
Ahmedabad-380 001. 

Chlmanial Lalbhal. 

2299% Menek Chowk. 
Ahmedabed-380 001. 

Chendrakant Keahrlslnhu 
2209, Menek Chowk, 
Ahmedebad-380 001. 

Kr«shnakon« (C- Dalai, 

Manek Chowk. Ahmedebad-380 001. 
Nareahchandre Lalbhal Parikh. 
Menek Chowk. Ahmedebad-380 001. 
Rameah V. Shah, 

3, West India Cotton Hall, 

Manak Chowk, Ahmedebad-380 001. 
Rattle! Mansukhlal Parikh, 

Opp. Stock Exchange. 

2221/3. Menek Chowk, 
Ahmedobad-380 001. 

Shah Kalyanbhal Mayabhal, 

2242. Muhurat Pole, 

Manak Chowk, Ahmedebed-380 001, 
Sarebhai Lalbhal, 

1 b. Stock Exchange Bldg., 

Menek Chowk. Ahmedebad-380 001, 


MADRAS 
Chltr* ft Co.; 

165. Linghi Chatty SlNiev 
P.B. No* 1867, Medrea-600 O0T, 


Kotharl ft Softs, 

Kotharr Building, 

Nungambakkem High.Road, 

P.B. No. 3309. Madras-600 Q34. 
Moeonochlo ft Co.. 

Post Box No. 291. 

Mercantile Bank Bldg* 
Madras-600001. 

Paterson ft Co., 

Vanguard House, 

48. Second Line Beech# 
Madras-600001. 

Somayajulu 6 Co.. 

166, Thembu Chatty Street, 

Poet Box No. 1263. Medrei fQPOQt* 
Subramaniam 81 Co.. 

49, Second Line Beech# 

Madras-600 001. 

Venkataramen ft Co.. 

Dr. Rangachari Road, 

Mylapore. Madras-600004, 

V.S. Krishnaawaml ft Co.* 

106, Armenian Street, 
Madras-600001. 


bangalore 
B hagya ft Co., 

139. Gandhi Bazar, Near Genera Bank, 
Ban galore-&60 004. 

Jahgirdar ft Co.. 

21. 2nd Main Road, Seshsdnpursm. 
Bangalore-560 020. 

L. K.S. Murthy ft Co., 

17, Kempegowda Road, 
Bangalore-560 009. 

Lokkur ft Co., 

P.B. No. 9631. Kempegowda Road. 
Bangalore-660 009. 

M. L> Gopele Sotty. 

Bank of India Bldg., 

Kempegowda Road, 

Bangalore-560 009, . 

Alan J. Chavea. 

19/3, Cunningham Road, 
Bangalore-560 052, 

Satyaprakash ft Co., 

Indian Bank Bldg » 3rd floor* 
Kempegowda Road. 

Bangalore-560 009. 

VIJay ft Company, 

9. Eleventh Mein Road. 

Mallaawaram, Bangalore-560003. 


HYDERABAD 

BhlouuandM ■IbAii. 

1183. Lad Bazar. Hyderabad*500002- 
Gopaldae P. Jhaveri. 

4-3-347, Sultan Bazar, 

Hyderabad-600 001. 

Lax mi naray an Rat hi, 

4-5-173, Hashmat Gun). 

Sultan Bazar. Hyderabad- 600 001, 
P.B. Afzulpurkar. 

4-5-196, Sultan Bazar, 

Hyderabad-500 001. 

5.8. Sodhi. 

5>9-1110/3, King Kothi Road, 
Hyderabad-500001. 


SHARE CAPITAL 
Authorised; 

2,10.000 9% Cumulative Redeemable 'A* Preference 
Shires of Bs. 100/-eech 
2.40,000 New 9% Cumulative Redeemable 

'A* Preference Shares of Re, 100/niech 
65.60,000 Ordinary Shares of Rs. 100/*eich 
’issued: 

2,27,653 New 9% Cumulative Redeemable 

•A* Preference Shares of Rs. 100/*each 
29.23,034 Ordinary Shares of Ra. 100/-each 

Subscribed: 

2.27,863 New 9% Cumulative Redeemable 'A*. 

Preference Shores of Rs, 100/-esch fully paid-up 
29,22.998 Ordinary Shares of Rs, 100/ esch fully paid-up 
Capitol Suspense: 

Share monies pending allotment 


(Rupees) 

2,10.00.000 

2.40.00,000 

55,60.00,000 

W M.Q6'm 

2.27.85.300 

29.23.03,400 

31 i B0J8^g 

» 2,27,86,300 

iMmMS 

31,60.86,100 

3.600 

31,60.88,700 


UNSECURED CONVERTIBLE BONDS(herelnpftor referred to as"Bonds') 
Issued end Subscribed: 

2.54.701 Bonds of the face value of Rs. 460/-each fo« 
cash at per were issued as 'Rights to the 
Shareholders (other then Daimler-Benz AG. 

West Germany) of the Company 1 T»46,l5,450 

1,44.444 Bonds of face value of Re. 460/- each for 
ceeh at per were issued to Daimler 

Benz AG. West Germany 6,49,98,800 

3^146 * 17,96,19,260 

• Except for 353 Bonds pending eliotment subject to the approval of the 
Reserve Bank of Indie. Bonds of the face value of Rf 460/-eech wkre 
allotted on 20th dune, 1980 for cash at per on which Rs. 226/-per Bond is 


Present Issue; 

6,60,865 Bonds of the fees vatu# of Re. 450 /*each for 

cash at per 29 

Out of the present issue: 

1.16,355 Sonde of the face value of Rs. 4S0/-eech for 
cash at per ere being offered to Employees 
end Directors of the Company c 

NOW OFFERED TO THE PUBLIC FOR ^ 
SUBSCRIPTION IN TERMS OF THE PROSPECtUS; 

5,35.600 Bonds of the face value of Ra. 460/- 

eech for cash at per 44 


29.26,84,760 


6.19,09,760 ! 


44,09.76,000 


Out of the Public Issue of Rs. 24.10 crores. upto Rs. 6 crorai have toen 
reserved for preferential allotmant to the existing individual Ordinary Shara- 
holdera of the Company who hive exercised their right In full under the 
Rights Issue subject to e maximum allotment of four Bondi per applicant. 


INOORE 

Govtnd Dee Shrikishen Agra wet, 
97. M T. Cloth Market. 

Indore-462 002. 

Fefchand Bhenderi. 

155. Imli Bazar, Indore-462 004 
Puehkerlel Ghudswata. 

44. Bede Serafe. Indore-452 002, 
Sentoah ft Co.. 

29, Dhenu Market, 1st Floor, 

S.G S. I.T.S. Rosd, Indore-452 003 


COCHIN 

Abraham ft Kuruvllls, , 

38/341 (1). M G. Road# 

Cochin-682 Oil. 

Jones ft Co.. . 

C/o. EEPPY Fabrics# 

Broadway, EmakulanL ’ 

Cochin-682 031. ^ . 

Mathew end Company*. * 

98/1048 (2). MuHassery. Canal RoSd, 
rfrnekulem. Cochin-682 001, 


TERMS OF PAYMENT 

(1) Rs. 225/- par Bond: With 
application. 

(2) Ra. 226/- par Bond: In one or more 
cells at the ducretion of the Board of 
Directors provided that the 1st cell 
shell not be made within six months 
of the date of the closure of the subs¬ 
cription list. Applications may be made 
for a minimum of one Bond. 
INTEREST: 

Interest will be paid half-yearly at the 
rate of 11% per annum on the paid-up 
value of the Bonds (subject to deduc¬ 
tion of tax), 

Interest at the same rate will be paid 
to the successful subscribers in respect 
of the Bonds allotted to them, right 
from the date of the closure of the 
Subscription list. 

PRINCIPAL TERMS OF THE BONOS 
VALUE: 

The Bonds have e face value of 
Rs. 460/- each. 

OPIIONS: 

Each Bond carries a right to receive 
two Ordinary Shares of Rs 10<V- each 
of the Company at a price of Rs. 226/* 
•a per the following terms: 
e) The first, option to receive one 
Share will be available within three 
months after the expiry of three 
veers from the date of allotment, 
lb) Tha second. *»feaioft io lecetve on* 
.Ghate will be evedebte within three 
months immediately preceding the 
expiry of seven years f/gm the date 
of aUotmenl and wm be exercisable 
. oven if the Pm Option wee not 
exercised. 


On the exercise of each option the 
face value of the Bond will be 
reduced by Rs. 225/-. This amount 
which will be due to the Bond¬ 
holder will ba applied towards the 
price of one fully paid Ordinary 
Share of-Rs. 100/- each of the 
Company at e premium of Re. 
126/-. Thus, there will be construc¬ 
tive receipt of Rs. 225/- by the 
Bondholder end constructive pay¬ 
ment of the same amount by the 
Bondholder to (he Company to¬ 
wards tha price of one fully paid 
Ordinary Share. 

<j) If the Company makes any bonus 
Issue prior to the respective dates 
for exercising the option, the price 
of Ra. 225r* per Share will stand 
proportionately reduced end the 
face value of the Bond will stand 
reduced by the tame lower 
amount. Howsver, the number of 
Shares which can be obtained will 
remain the same. viz. two Shares 
per Bond. The balance sum of the 
capital will be repaid to the Bond¬ 
holders on maturity viz. at the end 
of the seven year period. 

MATURITY: 

s) The Bonds will msturs for repay¬ 
ment at tha and of the 7-yesr period 
from the date of allotment.. 

b\ Such of the Bondholders who have 
pot exercised the options or who 
neve exercised; only one such 
option, win ba entitled to have 
their Bonds (or pah* (hereof, as the 
case mey be) redeemed at per on 
maturity at the end of hiVBitftfdM 
from the dele of allotment. 





T>.« T«t, gnpln—rtnq and toaowotTwt Company UiHfd (Contd.) 

f a asaamaggM ^m.' saattiirt 


HHMr-” 

The Compey haa obtained the appr 
oval of ilia Government of India lot 
issuing Bonds of ths faca vakia not 
encstdlng Rs 10 erorea from out of 
tha public iaaua to non-resident In 
Plant and person* of Indian origin ra- 
aidant abroad, with rapatnation nghta 
tha Reserve Bank of India haa aiao 
agraad for this m pnncipla 
Separate forma ara avaiiabla for app¬ 
lication by *uch paraona Tha appli¬ 
cation monay (and if ailottad. tha call 
money) will have to ba ramfttad m 
foralgn Currency or from Out of 
tho bolanpoa hold In non-rotldont 
(external) aeaountaln order to Quality 
for tha repatriation rights. 


APPLICATIONS BY TRUSTS 

the government op 

MAHARASHTRA HAS DECLARED 
THESE BONDS AS 'PUBLIC 
SECURITY S'UNOER THE BOMBAY 
PUBLIC TRUSTS ACT. 1SEO 
HENCE. THE BONOS ARE ELIDIBLE 
FOR INVESTMENT BY CHARITABLE 
TRUSTS IN MAHARASHTRA 
WITHOUT OBTAINING THE 
SPECIFIC PRIOR APPROVAL OP 
THE CHARITY COMMISSIONER. 


Coimbatore. Delhi. Ernakulam. Hy¬ 
derabad Kotteyam. Madras Madurai. 
New Delhi Pondicherry Owion. 
Trlchirtpelli, Tnchur £r Trivandrum 


ORINOLAYB BANK LTO. 

270 Dr D N Road 

Port. Bombay 400 001 

Or ita mam Ofhcaa at 

Bangalore, Calcutta. Cochin. Madras, 

New Delhi B Simla, 


SANK Of iNOf A 
70-80 MQ Road, 
fort. Bombay 400 023 
Or ita main Offices at 
Ahmadabad Anand. Bhavnagar. 8 ho 
pel Bhubaneshwar. Calcutta Chandi 
garh Cuttack, Hyderabad ‘ndor* Ja< 
pur, Kolhapur Lucknow. Madras. Ns 
died, Nagpur, New Delhi Puna, ftai 
kot Surat. 


ALLAHABAD SANK 

Allahabad Sank Bldg * 

37 8ombay Samachar Marg. 
fort. Bombay 400 023 
Or its mam Offices at 
Calcutta. Madras B Nsw OelM 


fINANCIAL HIDHLIGHTS POR THE LAST fIVF YEARS 

197I-79 1971-77 1977 71 1979 79 1979 00 


Grose Blobk 

18642 

Rupees m lakhs 

20709 22430 24900 

28406 

Turnover 

27003 

28261 

28106 

37486 

44780 

Dross Profit 

1608 

2201 

2145 

2714 

J0B2 

Oapraoiation 

1064 

1146 

1101 

1200 

1300 

Profit before Texas 

86b 

1066 

1044 

1514 

1762 

Texas 

91 

— 

— 



PROFIT AFTER TAXES 

784 

1066 

1044 

1614 

1762 

Retained Earnings** 

1642 

1878 

1632 

2247 

2457 

Rata of Ordinary 
Dividend % 

16 

16 

16 

16 

20 

Bonus issue 

•«- 

1 6 

- 

2 S 

— 

Dividends on Ordinary 
Shares 

236 

283 

263 

446 

684 

Ordinary Capital 

1675 

1890 

1890 

2973 

2923 

Reserves and Surplua 

3691 

3833 

4721 

6106 

6263 

Nat Worth 

6704 

6161 

6839 

6267 

9414 

Nat Worth par Ordinary 
Share (Rupees) 

332 

303* 

360 

275* 

314 

Earnings par Ordinary 
Share (Rupees; 

46 00 

63 76* 

53 67 

63 65* 

69 56 


•• Consists of Profit after taxes plus depreciation lass dividends 
* On higher capital consaQuont to issue of Bonus Shares 


BANKERS TO THE ISSUE: 

STATE BANK Of INDIA 
Bombay Samachar Merg, 

Port. Bombay 400 023 
Or its mam Offices at 
Agra, Ahmadabad. Bangalore, Cal 
cutta, Hyderabad. Jaipur Jammu, 
Jodhpur Lucknow. Madras Mysors. 
Nagpur, Naw Dslhi, Panajt. Patna, 
Puna, Srinagar. Surat, Trivandrum B 
Varanasi 


CENTRAL BANK Of 1NOIA 
Mahatma Gandhi Road, 
fort Bombay 400 023 
Or its main Offices at 
Ahmadabad. Allahabad, Ambala. 
Amritsar Aurangabad. Bangalore. Ba- 
roda, Calcutta. Chandigarh. Corhm 
Dahra Dun. Gwalior. Hyderabad. In¬ 
dore. Jaipur. Jamnagar, Jamahadpur 
Kanpur. Lucknow. Ludhiana, Madras 
Mathura Maarut Cantt, Muszarfar* 
nagar Naw Delhi. Patiala. Patna. Pu¬ 
ns Rajkot. Ranchi. Rohtak, Surat B 
Udaipur 


THE CHARTERED BANK 

23-2S M G Road. 

fort, Bombay 400 023 

Or ita mam Offices at 

Amritsar, Calcutta, Cochin, Kanpur, 

Madras. New Dslhi B Vasco da Gama 


BANK Of BARODA 

Naw Stock Exchange Bldg . 

Dalai Street, fort, Bombay 400 023 
Or its main Offices at 
Ahmadabad. Anand, Bangalore, Bero 
da, Bhavnagar Bokaro Steal City Bui 
ear. Calcutta, Ernakulam Hyderabad, 
Jaipur, Jamshedpur Kanpur Madras. 
Nadlad Nagpur. Nevaari. Nsw Oslhi, 
Porbsndar, funs, Rajkot B Surat. 


SYNDICATE BANK 
Arthur Bunder Road, 

Colabe, Bombay 400 006 
Or rta mam Offices at 
Ahmadabad. Bangalore Calcutta Hy 
derebed. Madras, Mangalore. Naw 
Delhi and all breaches of the Bank at 
Bombay, 


HIGHLIGHTS OF 

TELC0100% CONVERTIBLE BONDS 

1. Option to receive two Telco Shares 
at Rs. 225/~each 

2. Assured return of 11% interest 
per annum 

3. Capital Appreciation 

4. Liquidity 

5. Safety 

6. Repatriation Rights for ' 
Non-Resident Indians 

7. Approved as "Public Securities" 
for Trusts by Govt, of Maharashtra 


ANDHRA BANK 
Nanavati Mahalaya, 
iS.Homi Mody Straaf. 

Fort. Bombay 400 023 
Or its mam Officas at 
Calcutta, Hyderabad. MidriL Naw 
Delhi, Rftfmundry. Secunderabad. VI* 
jayawada B Visakepatnam 


MERCANTILE BANK LTD ^ ^ 

Mercantile Bank Bldg . M G Road, 
fort, Bombay 400023 
Or Its main Offices at 
Calcutta, Madras B Naw Delhi. 


INDIAN BANK 

United India Bldg Sir P M Road, 
Port. Bombay 400001 
Or its main Offices at 
Ahmadabad Aliappay, Bangalore City, 


HOW TO APPLY 

Application Forma with copies ol 
Prospectus may ba obtained horn 
tha Tata Cantral Share Department. 
Army B Navy Building, 148. MG 
Road, Bombay 400 023. Managers to 
the Issue and their branches. Principal 
Brokers. Brokers and Bankers to ths 
issue named harem and from tha bran¬ 
ches of tha Bankers st their centres 
msntlonad against their respective 
Banks and from tha Company at its 
Registered Office* 


Managsr* to ths Isiud: 

.1J. M. FINANCIAL ft INVESTMENT 
iO CONSULTANCY SERVICES PVIITD. 

112, Jolly Makor Chambers No 2, Nariman Point. Bombay 400021. 
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STATE OF THE 
ECONOMY 


Indian Investment 
Centre 

Indian Investment Centre 
(IIC) • is completing two de¬ 
cades of its service to the 
nation in a month’s time. 
The CenlTe was set up in 
November 1960 as an autono¬ 
mous organisation to fulfil 
its catalytic role in promoting 
industrial development in the 
: country, and also bring to¬ 
gether Indian and foreign 
entrepreneurs. During these 
two decades its activities have 
been diversified to meet 
challenges posed by the ebang- 
; ing requirements of the coun¬ 
try’s economy. Among its 
other activities IIC now has 
four overseas offices located at 
. New York, Dusseldorf, London 
; and Tokyo. It has also set up 
Entrepreneurial Guidance 
; ; Bureaux at Calcutta, Madras, 

‘ Bhopal, Allahabad and 
i Chandigarh. 

During the year 1979-80, 
; the IIC assisted five joint ven- 

* tures and 34 proposals having 
foreign collaboration. These 

r were duly approved by the 
f Government of India. The joint 
venture proposals were for the 
r setting up of a steel wire rope 
plant in Thailand; a bottles 
closure plant in Singapore; 
rubber reclamation plant in 
Tanzania; and glass bottle 
plant in Liberia. The 34 colla¬ 
boration proposals accounted 
; for over 12 per cent of the total 
) cases approved by the Covcrn- 
ment of India during the year. 

According to a review for 
\ 1979-80, IIC received 251 
■; enquiries for foreign collabo- 
ration, of which 152 were from 
Indian entrepreneurs and 99 
( from foreign companies that 
i were interested in having coJ- 
l laboration m this country. 
1 The Industrial Information 

* Service Division of the Centre 

* monitored information for 
more than 100 countries and 

i 


maintained couutry folders, 
i 1C participated at the Tech* 
nology Exchange Fair m ‘Tech- 
Ex-80 Asia” which was orga¬ 
nised at Singapore in March 
1980. It represented 42 
leading Indian private and 
public sector firms. 

The first hand study about 
the prospects of setting up 
further joint ventures in South 
East Asia Region was made 
by the Executive Director of 
the 1JC, who visited Kuala 
Lampur, Singapore and 
Bangkok in March 1980. IIC 
also assisted individual Indian 
investors by providing infor¬ 
mation and guidance on 
projects that they wanted to 
set up and also help the entre¬ 
preneurs from other countries 
in locating suitable Indian 
collaborations. The Centre 
received 114 enquiries for 
assistance in locating suitable 
entrepreneurs, of which 50 
were from Indian parties and 
64 from foreign entrepreneurs. 

IndoYugoslav 

Cooperation 

India and Yugoslavia re¬ 
cently signed a long-term 
agreement (1981-85) for co¬ 
operation and to give a boost 
to their bilateral trade. The 
agreement consists of 12 
articles. The agreement was 
signed on behalf of India by 
the Union Commerce Minister. 
Mr Pranab Mukherjec, and on 
behalf of Yugoslavia by the 
Federal Secretary for Foreign 
Trade, Mr M. Rotar. 

The main items o 1 the agree¬ 
ment provide for bilateral 
industrial collaboration, ex¬ 
pansion and diversification ol 
bilateral trade and collabora¬ 
tion in science and technology. 
The agreement envisages that 
cooperation for joint ventures 
abroad should include joint 
tendering, financing and mar¬ 
keting. It also provides for 


cooperation in the agricultural 
inputs. 

The signing ceremony was 
watched by the PrimeMinistcr, 
Mrs Indira Gandhi, and the 
visiting Yugoslav Prime 
Minister, Mr Vesclin Djurano- 
vci. 

Licensing Capacity 
Rules Liberalised 

, The first meeting of the 
Cabinet Committee on Exports 
has decided to liberalise the 
licensing capacity regulations 
and permissible royalty rates 
on imported technology to all 
exporting units including the 
MRTP companies. The 
industrial units can produce 
beyond their licensed capacity 
without limit to the extent 
they export. The present five 
per cent restriction on the 
royalty payable on techno¬ 
logy imports lias also been 
removed on the export sales. 

The Cabinet Committee 
considered these liberalisations 
in the light of the Tandon 
Committee recommenda¬ 
tions. The Cabinet Commit¬ 
tee did not accept all the 
recommendations of the 
Tandon Committee. The Tandon 
Committee recommendation 
for raising the asset limit of 
the large industrial houses 
from Rs 20 crore to Rs 50 
crorc has not been accepted. 
While retaining the present 
definition of MRTP com¬ 
panies the Cabinet Committee, 
however, has decided to ex¬ 
tend the liberalised licensing 
and other facilities available to 
other units to the MRTP 
companies also. The cases of 
the. MRTP companies will 
have to go before a separate 
committee that exists now to 
process their licenncing ap¬ 
plications. 

All other industrial units 
can automatically expand their 
production capacity to the 
extent of their exports. The 
export production will be 
treated outside their licensed 
capacity. No limit is fixed 
for this purpose. In making 
this liberalisation the Cabinet 
Committee has gone beyond 
the Tandon Committee which 
had recommended only libera¬ 
lisation to exporting units 
upto 50 percent of capacity 


instead of 25 per cent available (i 
to all units. 

Another major concession 
that has been decided to be 
given to the exporting units 
is to allow them to manufacture 
variations of a product if the 
export order so required. 
They need not apply for fresh 
licences to manufacture* 

The Cabinet Committee has 
also decided to liberalise the 
policy with regard to import 
of technology Technology 
imports which involved lump- 
sum payments will be consi¬ 
dered more liberally. To give -* 
greater choice of technology 
to the producers, they are 
allowed to pay royalty rates 
higher than five per cent on 
export sales. No limit has 
been specified. It could be 
negotiated subject to the per¬ 
mission of the Government. 

Duty Drawback 
Rates Revised 

Duty drawback rates for a 
number of products have been 
revised upwards. These include 
synthetic enamel white, plastic 
emulsion paints, silicon 
carbide, potash alum, bismuth 
sub-carbonate, caustic potash, 
potassium carbonate, potas¬ 
sium permanganate, organic 
chemicals and their products, 
synthetic organic dyestuffs, 
dyc-intermediates and pigment 
dyestuff. These rates came 
into effect from September 19 . 
this year. 

The rates of injectibles-pack- 
ed in vials, phials or ampoules 
have also been announced this 
time. They were not incorpo¬ 
rated in the last list. 

In the case of synthetic 
enamel white the rates have 
been raised to Rs 3.55 per 
litre against Rs 2.33 earlier. 
Similarly, the’ rates of plastic 
emulsion paints have been 
increased from Rs 2.95 per 
litre to Rs 4.95. 

The rates of other items 
(with old rates in brackets) 
are: Potassium dichromate: 
Rs (020 per tonne (Rs 462); 
silicon carbide: Rs 635 per 
tonne fRs 280); potash alum: 
Rs 20 per tonne (Rs 6); 
bismuth sub-carbonate; Rs 
75 per kg (Rs 15,65); caustic 
soda: Rs 990 per tonne (Rs 
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572); potas$mth carbonate: 

|Rs 1906 per tcmnc(Rs 1080) 

* and chloride of lime, calcium 
hypocbloride and chlorinated 
lime and stable bleaching 
powder: Rs 52 per tonne (Rs 
25.10): Potassium permanga¬ 
nate: Rs 1480 per tonne (Rs 
834), organic chemicals, in¬ 
organic chemicals and chemi¬ 
cal products: five per cent 
(three per cent). 

Rates of other items which 
were not announced earlier 
are: instant coffee without 
chicory: Rs 2.70 per kg, 
Injectibles—all sorts packed 

* in vials and ampoules: 5cc: % 
Rs 43 per thousand pieces, 
7,5 cc: Rs 44.95 per one 
thousand pieces, 10 cc: Rs 
54.25 per one thousand pieces, 
12 cc: Rs 69 per one thousand 
pieces. For 15 cc and 20 cc 
the rates will be Rs 52.60 and 
Rs 63.75, respectively. 

The duty drawback for items 
not mentioned, will be fixed 
after the manufacturers and 
exporters forward their appli¬ 
cations. 

' Orissa Aluminium 
Unit Approved 

The Union Cabinet ap¬ 
proved the giant Rs 1242 
crore Orissa Aluminium Com¬ 
plex. It Will have a total 
capacity of producing 800,000 
tonnes of alumina annually 
and managed by a separate 
corporation. Announcing the 
decision, an official spokesman 
said that the corporation will 
have an authorised capital of 
Rs 200 crore. The debt equity 

* radio has been fixed at 1:1. 
The Cabinet also sanctioned 
negotiations with the French 
for credit for the project. To 
meet the financial require¬ 
ments, it was also decided to 
raise Joans from foreign banks 
The French financing will be 
on-government-to- government 
basis. 

According to the present 
projections, 50 per* cent of the 
alumina will be for exports 
and the remaining 50 per cent 
would be utilised for conver¬ 
sion into the metal. The pro- 

I ject would be located at Panch- 
palmali in Orissa and be 
implemented with indigenous 
know-how excepting some 


technical and professional - 

advice from the French colla¬ 
borators. The project is 
likely to be completed in five 
to six years time. 

Improvement in 
Aluminium Production 

Maintaining a steady im¬ 
provement, the production of 
aluminium in August 1 980 was 
about 16,299 tonnes, registering 
an increase of 25 per cent over 
the production of 13,132 tonnes 
in July 1980. In June 11,549 
tonnes of aluminium was pro¬ 
duced in the country. Flic 
steady improvement in alumi¬ 
nium production, no doubt, re¬ 
flects some improvement in 
power supply, but inadequate 
power situation still continue 
to be the main constraint in 
achieving higher production. 

Rupee-Pound Parity 

The Reserve Bank of India 
on September 23, devalued the 
rupee by 0.54 per cent. The 
new buying and selling rales for 
Rs 100 against pound-sterling 
ai e fixed at 5.3763 and 5.3476 
respectively. Following the 
revision made by RBI, the 
pound-sterling becomes cost¬ 
lier by 10 paise to to give a 
middle rate of Rs 18.65 per 
pound, compared to the earlier 
middle rate of Rs 18.55. 

Modernisation Plan 
for Steel Plants 

A sum of Rs 740 crore will 
be invested by the Steel 
Authority of India Limited 
(SAIL) towards modernisation 
and expansion of the public 
sector steel plants during the 
current financial year, accord¬ 
ing to Mr K.C. Khnnna, its 
Chairman. After visiting the 
Burn pur works of Indian Iron 
and Steel Company (JISCO), 
Mr Khaim a told newspman at 
Burn pur that Vi/ag and Salem 
sled plants would also receive 
attention under this program¬ 
me* Mr Khann said target 
ofproduction in the steel plants 
under SAIL for the current 
financial year had been fixed 
7.2 million tonnes. He express¬ 
ed apprehension that produc¬ 
tion might be less by 1.5 
million tonnes because of the 



Shriram Fibres Limited 



Regd. Office: Akash Deep, 26A Barakhamba Road, 

New Delhi-110 001. 

NOTICE 

It is hereby notified for the information of the public that 
Shriram Fibres Limited proposes to make an application to the 
Central Government in the Department of Company Affairs,, ; 
New Delhi, under suh-Section (2) of Section 22 of the Mono¬ 
polies and Restrictive Trade Practices Act 1969, for approval 
for the establishment of a new undertaking for the production - 
.of 7.*00 tonnes per annum of Polyester Filament Yarn. Other 
particulars of the proposed new undertaking are as under: 


(i) Name of the proposed 
undertaking. 


The proposed undertaking will 
be a division of Shriram Fibres 
Limited. 


(ii) Name(s) of person (s) or 
authority / authorities 
proposing to establish 
the new undertaking. 
Where it is a body cor¬ 
porate, furnish details 
of its management 
stiucture together with 
those of -he pioposcd 
undertaking. 

(iij) Capital structure of the 
applicant person or 
authority and of the 
proposed undertaking. 


Shriram Fibres Limited will be 
the proprietors of the proposed 
undertaking, 

Shriram Fibres Limited is man¬ 
aged by a Managing Director 
under the guidance and super- , 
vision of the Board of Directors 
of the Company. 

Capital structure of Shriram 
Fibres Limited as on 31st March „ 
1980 :— 


Authorised : Rs 600 lacs 

Issued & subscribed— 

Preference : Rs 40 lacs 

Equity : Rs 373 lacs r > 


Total 


: Rs 413 lacs j 


(iv) Proposed location of 
the new undertaking, 

(v) Brief outline of the cost 
of the project, the 
scheme and source of 
finance. 


The new undertaking will be j 
located in a backward area of * 
Uttar Pradesh or Karnataka. ; 
The estimated capital outlay will * 
be approximately Rs 25 crorcfb 


The project will be financed by , 
Term Loans from the financial ; 
institutions, by the Company’s ! 
own internal resources and by 
augmentation of equity capital. 

Any person interested in the mailer may make a representa- ■ 
tiontothe Secretary, Department of Company Affairs, Govern¬ 
ment of India, Shastri Bhavan, New Delhi, within 14daysfrom 
the date of publication of this Notice, intimating his views on ; 
the proposal and indicating the nature of his interest therein. 


for SHRIRAM FIBRES LIMITED 
D.N. SHARMA 

Dated : 25th September, 1980 SECRETARY 
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shortage of coking coal and 
inadequate power supply, “If 
these vital constraints re¬ 
moved the target will be achie¬ 
ved”, he added, A global tender 
had been floated for import 
. of one million tonnes of cok¬ 
ing coal in addition to the five 
million tonnes aheady ordered. 
The supply of coking coal in 
the SA1L plants varied between 
26,000 tonnes and 34,000 tonn¬ 
es against the daily require¬ 
ment of 42,000 tonnes. 

National Savings 

National savings, gross and 
net collections touched a new 
record during 1979-80. The 
gross collections were about 
Rs 2900.56 crores and, after 
withdrawals j disinvestments, 
the net collections amounted 
to Rs 1124,85 crores. This was 
a substantial increase over the 
collections in 1978-79. The 
net collection achievement of 
Rs 1124.85 crores exceeded the 
estimate of Rs 925 crores 
by 21.6 per cent. No t collec¬ 
tions have been rising gradual¬ 
ly, year by the year. Further 
that individual savings arc 
more than 60 per cent of the 
total collections, and savings 


arc predominantly in long term 
securities. There are nearly six 
crore regular savers under the 
National Savings Schemes and 
efforts have been made fo in¬ 
crease the number of partici¬ 
pants and extend savings acti¬ 
vities to rural areas more 
effectively. 

Gold Bonds 

The National Defence Gold 
Bonds 1980, arc repayable in 
gold from October 27, 1980, 
To facilitate repayments, 
gold bars in the denomina¬ 
tions of 10,50,100 and 500 
grammes and gold discs of 
1 to 9 grammes, all of 
0.995 fineness, have been 
manufactured by the Govern¬ 
ment Mint, Bombay. AH' 
gold bars and. discs bear the 
National emblem. Additio¬ 
nally, the gold bars bear a 
serial number and the month 
and year of manufacture and 
weight thereof, while each gold 
disc bears a numeral denoting 
its weight. The repayment of 
bonds will be made in the 
highest denominations of gold 
bars/discs. 

Arrangements for repay¬ 
ment of these bonds and accru- 


df ■ • ‘ ; ■ v.-v ■' ■ 

ed diurnal payments thtroep 
are being made at all Public 
Debt Offices of the Reserve 
Bank of India and branches of 
the State Bank of India and 
its subsidiary banks. To 
facilitate examination of secu¬ 
rities at the Public Debt Offices 
and treasuries, bond holders 
are advised to tender the secu¬ 
rities well in advance. The 
Public Debt Offices will start 
accepting the bonds from Octo¬ 
ber 3,1980 and the Treasuries/ 
sub-Trcasuries from October 
17, 1980 for this purpose. 

The bond holders are advised 
that facilities for repayment at 
branches of the State Bank of 
India and its subsidiaries will 
be available upto September 

30, 1981 and thereafter the 
respective Public Debt Offices 
of the Reserve Bank will alone 
handle repayments of outstand¬ 
ing bonds. 

Sugar Output 

According to the Indian 
Sugar Mills Association, the 
sugar production during the 
second fortnight of August, 
1980 (i.c. August 16 to August 

31, 1980) was about 6,000 
tonnes as against 11,000 tonnes 


during the same fbttRfjght last < 
year. The total production in 
the month of August, 1980 the 
eleventh month of the season 
1979-80 was about. 15,000 
tonnes as against 20,000 
tonnes during the same month 
last season. This brings, the 
total output during the first 
eleven months of the season 
1979-80 to 3,883,000 tonnes as 
against 5,830,000 tonnes dur¬ 
ing the corresponding period 
last year. 

The off-take of sugar from 
factories during the second 
fortnight of August was abdut 
, 174,000 tonnes for internal 
consumption and nil for ex- 
portsas against 331,000tonnes 
for internal consumption and 
26,000 tonnes for exports 
during the same fortnight last 
season. The despatches during 
the month of August were 
338,000 tonnes for internal 
consumption and nil for 
exports as against 547,000 ton¬ 
nes for internal consumption 
and 41,000 tonnes for exports 
during the same month last 
season. The total off-take in 
the first eleven months in 1979- 
80 was 4,770,000 tonnes for 
internal consumption and 



when 
finance 
is your 
problem 


...do not hesitate 
to knock our door 

It is our business to assist financially 
to small entrepreneurs, be it industry, 
trade or profession, whatever your 
requirements are, do call on our 
nearest Branch for financial assistance. 

Your will and skill associated with 
our finance—a sure way to success 
and prosperity. 


bonk of 

mahoro/htra 


(A Govt. of fndis Undtttiktfig) 
H Q * LokmangoL 
Shivajt Nagar, Puna 411 005 


vVtiaro banting m 
with a service plus 


+ the personal Much 



EASTERN ECONOMIST 


824 


































239,000 tonnes for exports as 
against 5,666,000 tonnes for 
Fntemal consumption and 
761,000 tonnes for exports 
during the corresponding 
period last season. The total 
closing stock of sugar with the 
factories as on August 31,1980 
was about 937,000 tonnes as 
against 27,01,000 tonnes on 
the same date last year. 

Trade Fairs 

Osaka 

India has bagged spot orders 
worth Rs 1.7 crore for gar- 

. .... 

NOTICE 

Reliance Textile Industries 
Ltd, Bombay, had notified on 
September 14, 1979 in this 
publication for the information 
of the Public about their pro¬ 
posal to the Central Govern¬ 
ment in the Department of 
Company Affairs New Delhi, 
under Sub-Section 2 of Section 
22 of the MRTP ACT, 1969 
for approval for establishment 
of a new Undertaking for 
.production, supply and distri- 
f bution or control of manufac¬ 
turing of 10,000 tonnes of 
polyester filament yarn. In 
that notice the proposed 
location was Naroda, Ahmeda- 
bad (Gujarat State) or as may 
be approved by Government. 
The proposed location now 
is in a backward area in 
Dist. Kolaba (Maharashtra 
State.) The revised estimated 
f project cost is Rs 66 crores 
which is proposed to be 
financed by the Company’s 
own resources and borrowings 
ufrom term lending Institutions, 
r Banks, by issuing debentures, 
bonds etc. There is no change 
in the rest of the information 
given in that notice. 

Any person interested in the 
matter may make a represen¬ 
tation to the Secretary, De¬ 
partment of Company Affairs, 
Government of India, Shastri 
Bhavan, New Delhi within 14 
days from the date of publi¬ 
cation of this Notice intimat¬ 
ing his views on the proposal 
and indicating the nature of 
bis interest therein, 
for RELIANCE TEXTILE INDUS- 
F HUES LTD. 


Vinod M. Ambani 
Secretary 



ments from Japan and trade 
enquiries, valued at Rs 95 lakhs 
have also been generated. These 
orders were secured during ihe 
four-day “India Garment Fair" 
which concluded in Osaka 
early last month. Over 28 
firms participated in the exhi¬ 
bition which was organised 
by the Trade Drevelopment 
Authority (TDA). 

More and more Indian gar¬ 
ment manufacturers and ex¬ 
porters have been concentra¬ 
ting on the Japanese market 
as there are no quota restric¬ 
tions in that country. As a 
result exports of Indian gar¬ 
ments to Japan has been going 
up steadily with the'earnings 
touching a recoid level of Rs 
5 crores in 1977-78. This 
marked a 58 per cent increase 
over the 1976-77 period. 

For the Osaka fair, TDA 
had sought the assistance of a 
Japanese fashion designer who 
had earlier visited garments 
units in the country 

Zagreb 

The Indian pavilion at the 
recently concuided Internatio¬ 
nal Fair at Zagreb in Yugosla¬ 
via signed business contracts 
worth more than one crore 
rupees. The figure is expected 
to increase further with the re¬ 
lease of the fair quota, which 
is awaited, according to the 
Trade Fair Authority of India. 

Import off Methyl 
Parathion Banned 

Import of methyl parathion 
and para-nitro phenol, (which 
were in the restricted list) has 
been banned. An official re¬ 
lease pointed out that import 
of methyl parathion against 
additional licences already 
issued to export houses will 
be allowed only to the extent 
covered by irrevocable letters 
of credit opened before Sep¬ 
tember 22. 

Gas at Ankleshwar 

Gas has been struck in 
Dahed well No. 1 on Sep¬ 
tember 14 at a depth of about 
3100 metres in ONGC Ank¬ 
leshwar project in District 
Broach. The well was spudd¬ 
ed on December 30, 1978 using 
a new Rumanian 4DH rig. 


Tbe “well was completed in 
August 1980: The first object 
is under successful test in the 
Internal 3085-3091 metres, with 
gas flowing at rate estimated 
at over 100,000 cubic metres 
daily with seven millimetre 
choke. It is planned to test 
other interesting objects in 
this well above the present 
horizon in order to assess the 
potentiality of this area. 

Housing Development 
Finance 

Housing Development Fi¬ 
nance Corporation (HDFC) 
has made considerable head¬ 
way in providing housing 
finance during the year ended 
June 30, 1980, the second year 
of its operation. The corpora¬ 
tion sanctioned loans totalling 
Rs 22.75 crore and disbursed 
Rs 9.06 crorc during 1979-80 
against Rs 7.10 crore and Rs 
1.30 crore respectively during 
1978-79. 

Mr H.T. Parekh, Chairman 
of the corporation feels that 
sanctions this year would total 
about Rs 40 crore in the 
current year considering the 
heavy demand for assistance 
for housing finance. 

Mr Parekh told newsmen re¬ 
cently that he proposed to intro¬ 
duce Loan-linked Deposits 
Scheme to be known as HDFC- 
L|D and also raise substantial 
deposits to finance its expand¬ 
ing operations. He said that 
HDFC could raise its share 
capital after a couple of years 
when it would have started 
paying dividends. The cor¬ 
poration had also approached 
the Government tor a subsidy 
and other concessions help 
augment its resources. Cur¬ 
rently. HDFC was sanctioning 
loans to an average of 500 
applicants per month. The 
number is expected to be 
doubled in about two years. 
The average borrowing per 
applicant amounted to Rs 
30,000. 

Seminar on 
Fertilizers 

The Fertiliser Association of 
India (FAI) is organising its 
annual Seminar in New Delhi 
from December 4 to 6, 1980. 
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The theme of this year's 
Seminar is “Fertilisers in 
India in the Eighties”. The 
Seminar assumes special signi* 
flea nee as FAI is celebrating 
its Silver Jubilee (1955-80) this * 
year. Experts in the field of 
fertiliser production Sc tech¬ 
nology, marketing & distri¬ 
bution and agricultural scien¬ 
ces both from India and 
abroad have agreed to contri¬ 
bute their experience, both by 
presenting papers as well as 
through discussions during the 
seminar. 

Potable Liquor Exports 
Banned 

The Government has banned 
with immediate effect export 
of potable liquor and Indian 
Made Foreign Liquor (JMFL) 
containing alcohol above 50 
per cent. Pre-ban commit¬ 
ments will, however, be allowed 
to be honoured under normal 
procedures. PotabJe liquor and 
1MFL containing less than 50 
per cent alcohol will be per¬ 
mitted to be exported under 
OGL-3 after pre-shipment 
inspection to ascertain the 
strength of alcohol. 

Names in the News 

Grind la vs Bank the largest 
of the foreign banks m India 
will be headed by Mr Ashok 
Daynl from October, I98(). For ; j 
the last four years Mr Dayal H 


“i 
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Mr Ashok Dayal 

lias been in the London office, 
first as Group Inspector which 
took him to all countries 
where Grindlayshave branches 
and lately as Director, Cor¬ 
porate Banking. 
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railway engines, ait brakes 
for Indian Railways and SO to 
60 HP range tractors, design¬ 
ed and developed by in-house 
R & D. 
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Escorts 

Escorts Limited declared nine 
per cent interim dividend, on 
the increased capital, at the 
Board of Directors meeting 
held recently. Sales upto 
September 20, 1980 were ex¬ 
ceeding Rs 120 crores and 
expected to improve further 
in the remaining part of the 
year. According to Mr H.P, 
Manda, Chairman & Manag¬ 
ing Director, the company 
expects lo maintain the level of 
the previous year's turnover 
despite the adverse factors fac¬ 
ing industrial growth this year. 

Estimated profits (unaudited) 
upto the end of August, stand 
at nearly Rs 7 crores. It is 
anticipated that the profits 
would grow at a higher rate 
than experienced during the 
first eight months, during which 
period the economic environ¬ 
ment remained depressed due 
to various factors such as 
Hoods, riots, communication 
breakdowns, closure of some of 
Ihe plants, particularly in the 
commercial vehicle and engine 
manufacturing sector, due to 
either industrial disputes or 
power shortages. However, an 
improved trend was now visi¬ 
ble for the next four months, 
with the sales of tractors and 
auto-ancillary components 
steadily picking up. The com¬ 
pany's products continued to 
enjoy customer preference and 
had recorded growth in sales, 
particularly in motorcycles, 
railway ancillaries and indus¬ 
trial equipment. The manu¬ 
facturing plants were working 
at full capacity. 

The company introduced 
during this period a new model 
tractor with higher power out¬ 
put and fuel economy, entirely 
designed and developed by the 
Escorts’ Scientific Research 
Centre, which has been well 
received in the market and 
should contribute consider¬ 


ably towards further sales 
growth. Escorts-JCB Excava¬ 
tor-Loader, introduced into 
the market in May, had met 
instant acceptance, with the 
entire anticipated production 
for the year already sold-out. 

««<- 

New Grounds 

Besides regular exports ^of 
railway and auto ancillaries to 
Thailand, Malaysia and Sii 
Lanka, new ground had been 
broken with industrial equip¬ 
ment and tractors in Mauritius 
Zambia, Egypt, Indonesia and 
motorcycles and piston assem¬ 
blies ip Iran. As a result of 
market development effort and 
visits of various trade delega¬ 
tions, Iran was developing as a 
highly potential export market 
for Escorts products. The 
company's joint venture in 
Iran, namely Towli Paris 
Manufacturing Co for the 
manufacture of Automotive 
Shock Absorbers, which had 
been dormant for the past two 
years, was being re-activated, 
with the new revolutionary 
Government having indicated 
definite interest in reviving it; 
negotiations were being held 
to commission the project soon 
in order to meet the growing 
requirements of Automotive 
Shock Absorbers in that 
country. 

The company had made good 
progress in the induction 
of new motorcycle techno¬ 
logy from YAMAHA. Moto 
rc>cle operations were be¬ 
ing expanded and now, higher 
horse power models with seve¬ 
ral additional consumer propo¬ 
sitions, were expected to be in 
production by middle of 1981. 
Among the other new products 
on way and some to be manu¬ 
factured for the first time in 
India, which would give addi¬ 
tional revenue opportun&ies 
in 1981, are piston assemblies 
for large size industrial and 


Rewa Drugs 

Rewa Drugs and Chemicals 
Ltd, a new company entered 
the capital market on Septem¬ 
ber 22, 1980 with an issue of 
180,000 equity shares of Rs 
10 each at par. The company 
is setting up a plant to manu¬ 
facture 100 tpnnes of 8-hydro- 
xyquinoline, 20 tonnes of 
ortho-amino-phenol and ortho- 
nitro-pheno! at Roha, district 
Kolaba in Maharashtra. 

The company has been pro¬ 
moted by the Development 
Corporation of JConkan Ltd 
and Mr Hasmukh S. Desai. 
The company has entered in¬ 
to technical know-how agree¬ 
ment with Industrial Processes 
(Maharashtra) Ltd, and for 
this the company will pay a 
lump sum fee of Rs 3 lakh and 
a royalty on sales of the com¬ 
pany’s products (ortho nitro 
phenol 2 per cent, ortho 
amino phenol 3 per cent and 8- 
hydroxyquinoline 3 per cent) 
for five years. 

The present issue is of 
299,300 equity shares of Rs 
10 each. Out of the present 
issue, equity shares worth Rs 
693,000 have been earmarked- 
lor firm allotment to pro¬ 
moters, directors and asso¬ 
ciates, and shares worth Rs 
3 lakh were allotted to the 
Development Corporation of 
Konkan Ltd, The remaining 
180,000 equity shares are being 
offered for public subscription. 

The total cost of the project 
is estimated at Rs 81 lakh. 
This is proposed to be financed 
by equity share capital of 
Rs 30 Inkh, State Government's 
special capital incentives Rs 
12 lakh and term loan from 
SICOM Rs 39 lakh. The main 
object of the issue is to pro¬ 
vide a part of finance for the 
project. 

Raymond Woollen 

The demand for woollen 
goods has become sluggish in 
the domestic market since the 
beginning of 1980. The severe 
drought experienced last year 
coupled with floods in various 


states and sporadic communal 
riots have unsettled the trading 
community. This has adver¬ 
sely affected the despatches 
of most of the woollen mills, 
according to Mr Vijaypat Sin- 
ghania, Chairman, Raymond 
Woollen Mills. 

Mr Singhania, however, feels 
that with the general improve¬ 
ment in the economy the 
demand for consumer goods 
is expected to pick up from 
the last quarter of 1980. In 
fact, the market is showing 
distinct signs of improvement, 
and the trend is expected toj 
gather momentum in coming 
months. 

He told shareholders at the 
annual meeting in Bombay that 
the company’s sales in the 
domestic market were main¬ 
tained during the first five 
months of 1980-81. The com¬ 
pany’s exports have, however, 
declined because of the pro¬ 
tectionists measures adopted 
by developed countries like 
US and Canada. 

The company’s production 
of fabrics has increased by 
about 19 per cent during the 
first five months of the current 
financial year following the 
commissioning of the new 
plant at Jalgaon, its overall 
production of fabrics is expect¬ 
ed to be higher by about 25 
per cent for the whole of the 
current year. 

The company has made con¬ 
siderable progress in the imple- 
mentation of its large cement* 
project. As such, the lime¬ 
stone crushing limit commis¬ 
sioned in March 1980 and the 
whole project is expected to/ 
be on stream by March 1982. 
The company has finalised 
arrangement with financial in¬ 
stitutions for raising requisite 
resources and is planning to 
make public issue of conver¬ 
tible debentures in December. 

Asia Automotive 

The Board of Directors of. 
Asia Automotive Ltd, which 
entered the capital market to 
raise Rs 57 lakh in December, 
1979, has recommended an 
equity dividend of 15 per cent 
pro rata on the enhanced; 
capital after this public issue. 
The company has done well 
in the year ended April 30, 
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tgO; It registered a tiirfiover 
K Rs 1043 drote compared 
lith Rs J.99 crore for the 
hree-month period of the 
previous year. On a pro rata 
mis, the increase in the turn¬ 
over is stated to be 38 per cent. 

The gross profit before ip- 
crest, depreciation and provi- 
ion for taxation is placed at 
ts 52.07 lakh of which interest 
s of the order of Rs 26 lakh 
nd depreciation Rs 1.64 lakh. 
JTter providing for taxation of 
(s 15 lakh, and investment 
illowance of Rs 0.29 lakh, the 
listributable profits are stated 
& be Rs 9.43 lakh. The pro- 
>osed dividend will absorb Rs 


6.22 lakh. The transfer to 
general reserve is Rs 1 lakh 
and the balance of Rs 1.92 
lakh is being carried forward. 

Maiden Dividend by 
Oriental Hotels 

Oriental Hotels Limited has 
announced a maiden devidend 
of 15 per cent for 1979-80 after 
clearing the arrears of dividend 
on preference shares for six 
years and paying the regular 
dividend. A steady improve¬ 
ment in working has enabled 
the company to wipe ofY 
the earlier losses. Turnover 
for the 12 months ended June 
30. 1980 was higher at Rs 
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DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


I On behalf of the PresWc.Tt of Indie, the Directur, Directorate of 
Purchase and Stores, Department of Atomic Energy, Mohatta Building, 
Pulton Road, Bombay-400 001 invites tenders as detailed below: 
r |. DPS : BARC . FAB : 219 due on 21.10.80 

! Design, preparation of detailed drawings, fabrication, machining of 
various components, supply, erection at Centralised Waste Management 
(Facility Site, Kalpakknn and commissioning of gravity and motorised 
jailer conveyor system and drum lifting mechanism as per purchaser's 
Hider documents. 

W 2. DPS : RRC : CAP : 321 due on 27.10.80 

Manufacture, supply, erection and commissioning of heavy duty pinch- 
cum-pyramid type plate bending machine, 25 mm x 2500 mm capacity 
incorporating latest technology in rolling heavy steel plate as per pur¬ 
chasers specification. 1 No. 


X DPS : NAPP : CAP : 118 due on 27.10 80 

Trolley mounted vacuum pumping unit having free air displacement of 
5000 litres per minute as per purchaser's specifications. I No. 

4. DPS i BARC : EEQ : 4813 due on 29.10.80 
\ Three phase transformer (air cooled) as per purchaser’s specifications 
for Bhabha Atomic Research Centre at Trombay, Bombay 400 085. 
j 4 5. DPS : TAPS : GEN : 1223 due on 29.10.80 

\ Supplying of 20 mm size aggregate machine crushed made out of best 
quality black basalt or trap stone. 1800 M3 
; 6. DPS : NFCEEQ : 146 due on 30.10.80 

Non-oscillating air circulators for Nuclear Fuel Complex at Hyderabad. 
W Nos. 

7. DPS : BARC : STY ; 8391 due on 3I.i0.80 


Automatic Plain Paper Copying Machine as per tender specifications. 
:,! No. 

i 8. DPS : NFC :CAP : 688 due on 3.11.80 


Design, manufacture, supply, transportation, erection at site, testing 
nd commissioning of 5 tonne capacity ‘electric overhead travelling crane 
s per purchaser’s specification. I No 

9. DPS : TAPS : EEQ : 237 due on 4.11.80 

Design, manuf; cture, shop testing, inspection by purchaser, supply at 
rite, installation, election, testing & commissioning of battery chargers and 
listribution panels for 250 volts DC system as per purchaser's specifi- 
itions for Tarapur Atomic Power Project at Tarapur. 

10. DPS : BARC : IRE : 3037 due on 10.1180 
Duel Floppy Disk Drive with interface for LSI 11/03 system with 
power 230 V AC preferably and storage capacity for drive 256 kilo bytes, 
track density of 48 tracs/inch etc. Qty. 1 No. 


±01. DP$ : BARC IRE : 3002 : due on 10.U.80 
~X-Y Plotter for use with PDP-11/34 and 11/03 

20 to 



r and 20 
input etc. 


. 50 cm/sec. 
Qty. 1 No, 


microprocessors with 
ASCII character set 


imM |akfc against lb 256.32 
lakh previously. Operating 
expenses accounted for Rs 
192.03 lakh against Rs 156.95 
lakh. Gross profit before dc- 
preciat ion and interest improv¬ 
ed to Rs 100.02 Jakh against 
Rs 93,36 lakh. Interest charg¬ 
es were lower at Rs 22.14 
lakh (Rs 29 lakh). Amount 
set aside for depreciation is 
Rs 14.92 lakh (Rs 13.97 lakhs) 
and investment allowance Rs 
3.27 lakh (Rs 21 lakh). Trans¬ 
fer to general reserve is Rs 8.17 
lakh (nil). Preference divi¬ 
dend absorbs Rs 5.79 lakh 
(nil) and equity dividend 
21.75 lakh (nil). The dispo¬ 


sable profit of 1978-79 was 
utilised for reducing the accu¬ 
mulated losses to Rs 23 lakh 
from Rs 61,21 lakh. Outlook 
for 1980-81 is considered more 
promising. 

Antifriction Bearings 

Mr M.I. Patel, Chairman 
and Managing Director, the 
Antifriction Bearings Cor¬ 
poration Ltd, Bombay, told 
the annual general meeting in 
Bombay recently that sales in 
the first five and a half months 
of the current year had been 
lower at Rs 313.22 lakh as 
compared with Rs 397 lakh in 
the same period last year. The 


12. DPS : BARC : VVS : 4045 due on 10 11.10 
Battery Plates as per tender specification. 18/03 Nos. 

13. DPS : HWP : FAB : 102 due on 10.11,80 

Supply of Forgings in proof machined condition as per ASTM A 18? 
Or F 27, ultras* nically tested in normalised and tempered condition as pa- 
purchaser’s drawing. Qty. 16 Nos, 

14. DPS : BARC : 1EE : 3136 due on 11.11 80 

Alphanumeric Data Terminal with Graphic Cap .bility with Character 
Set 9 \ ASCII and Character generation : 7 x 10 dot character cel) non¬ 
interlaced raster scan etc. Qty. 2 No. 

15. DPS BARC : IEE : 2919 due on 1U1 80 

Quadruple type residual gas analyser with electronics supply with 
Mass Range of 1—200 amu. Resolution 10 per cent valley of better und 
Sensitivity 100 A/Terr with multiplier etc. Qty, J No. 

16. DPS : NFC : MIA ; $00 due on 11.1180 

Centrifuge Basket type capacity 400 tonnes scrap per annum, with 
extraction efficiency 95 per cent to work on 415V-3 ph-supply. Qty. 2 Nos. 
it DPS : BARC : CAP : 3754 due on 12 11.80 
Design, manufacture, and supply of cold/) od straightening m whine as 
per purchaser’s specification # 

18. DPS : BARC : CAP 3751 due on 12.11 80 
Universal cylindrical grinding machine with the d.stance between centres 
300 to 350 mm as per purchaser’s specification 1 No. 

19 DPS : PPED : ELE : 641 due on 13.11.80 
J.5 mm 2 annealed bare solid copper conductor PVC insulated i pair and 
3 pairs as per purchaser’s tender specifications. 

20. DPS : RRC : ELE : 275 due on 141180 

instrument cable having tin plated copper conductor 5 pair and 12 p iirs 
as per purch iser's tender specifications. 

21. DPS : NAPP : FUR : 99 due on 15 11.80 

Automatic ammonia printer and developer michiuc having high capa¬ 
city. Qty. 1 No, 

22. DPS : TAPS : ELE : 983 due on 19. II .80 

Cross linked polytbyleno insulated, unscreened copper conductor cabl; 
of 400 mm 2 3 core suitable for 3.3 KV as per purchaser's tender specifi 
cati:ns. Qty. 500 Mtrs. 

23; DPS : NFC : LEE : 127 due on 10.12 80 
6) KW Electron Beam Melting Furn cc with continuous ingot casting 
facility Qty. 1 No, 

Tondcr documents priced Rs 10 each for items 4, 6, 10, 11, 13 and 16: 
Rs 25 each for items 1, 3, 5, 7, 12, 14, 18, 21 and 22; Rs 35 each for items 
2 and 15; Rs 50 each for items 8, 9, 17, 19 and 20; Rs 100 for item 2 3 and 
General conditions of contracts priced '0 P, to ail items except items 1 and 
13 can be had from the Finance and Accounts Officer , Department of 
Atomic Energy , Directorate of Purchase and Stores , 3rd Floor . Mohatta 
Building, Patton Road , Bombay-400 001 between 10 a.m. on all working 
days except on Saturdays. Import Licence will be provided only if the 
items are not available indigenously lo all items except items L, 4, 5, 6, 
9,13» 16, 19, 20 and 22. Tenders will be received wpto 3 p m. on the due 
date shown above and will be opened at 4p.m. on the same day. The 
right is reserved to accept or reject lowest or any tenders in pait or full 
without assigning any reasons. 

davp. 645(259> 80 
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output amounted to Rs 306.20 
lakh (Rs 350 lakh). 

There were intermittent 
labour disturbances at the 
Lonavla factory and operations 
had to be suspended there for 
about a month in April last. 
The factory started working 
in May 1980. Production 
started picking up only re¬ 
cently. The Chairman hoped 
that the company would 
achieve good production in 
the remaining period of the 
year. The loss suffered in 
the earlier part would be 
made good in I he latter part 
of the year. The order book 
position was encouraging. 

The company implemented 
the expansion project in 
Bharuoh (Gujarat) for the 
manufacture of 15 lakh cylin¬ 
drical and taper roller bear¬ 
ings with the assistance from 
financial institutions and in¬ 
ternal resources. 

Most of the machines had 
been installed. The products 
from the project would be 
available this year for sale. A 
new company, Mipco, Seam¬ 
less Rings (Gujarat) Ltd. has 
been set up for the making of 
rolled rings for bearing races. 
Once this company went into 
production, the present com¬ 
pany would have the benefit of 
uninterrupted supply of rings. 
The Gujarat company had 
been promoted as a joint 
sector unit with GIIC. 

The Directors have proposed 
bonus issue in the ratio of one 
bonus share for every two 
^shares held, subject to the 
approval of the Controller of 
Capital Issues. 

Citurgia Biochemicals 

C'iturgia Biochemicals is un¬ 
likely to pay any dividend for 
the current year, judged by the 
observations of the Chairman, 
Mr Neville Wadia, at the com¬ 
pany's annual meeting in Bom¬ 
bay recently. 

The company's sales so far 
this year are far from satis¬ 
factory although its produc¬ 
tion has shown an appreciable 
increase. Us sales during the 
first five months (April to 
August) have been placed 
around Rs 1.62 crore against 
Rs 1.70 crore during the corres¬ 


ponding period of to# year. 
Its production during this,, 
period has been placed higher 
at 1,136 tonnes compared to 
928 tonnes in the comparable 
period of last year. 

The setback in sales is 
mainly because of the floods in 
North India which affected 
adversely the movements of 
the company’s products in 
that part of the country. Its 
sales are expected to pick up 
in 1981. The company is 
currently having large inven¬ 
tory and in view of the poor 
offtake, its overall performance 
for 1980-81 may not be very 
good, according to Mr Wadia. 

Gujarat Steel Tubes 
Raises Dividend 

Gujarat Steel Tubes has 
shown impressive performance 
for the year eded June 30, 
1980, with its gross profit 
increasing by 64 per cent to 
Rs 2,39 crore from Rs 1.46 
crore‘for the previous year. 
Its sales have risen by 16.5 per 
cent to Rs 34.36 crore from 
Rs 29.49 crorc. The Directors 
have proposed to step up the 
equity dividend to 18 per cent 
from 16 per cent paid for the 
previous year. The increased 
dividend is covered five times 
by equity earnings. The Rs 
100 paid-up equity shares of 
the company are placed around 
Rs 290 in Ahmedabad, 

The company’s after-tax 
profit amounts to Rs 155.34 
lakh for 1979-80 against Rs 
122.06 lakh after providing 
Rs 41.54 lakh (Rs 39.96 lakh), 
for depreciation and Rs 31 
lakh (nil) for taxation. A 
sum of Rs 9 lakh (Rs 12.25 
lakh) has been transferred to 
the investment allowance re¬ 
serve. The proposed equity 
dividend will claim Rs 32.40 
lakh against Rs 28.80 lakh. A 
sum of Rs 1.25 crore (Rs 65 
lakh) is transferred to the 
general reserve. 

Carona Sahu 
Lowers Dividend 

The Directors of Carona 
Sahu Co Ltd, Bombay, have 
proposed to lower the dividend 
from 15 per cent to nine per 


cent for theydii' ended April 
1980. Sales increased margi¬ 
nally from Rs 1736; 58 lakh to 
Rs 1879.80 lakh, and the com¬ 
pany made a profit of Rs 4.50 
lakh (Rs 19.17 lakh), after pro¬ 
viding Rs 14.80 lakh (Rs 13.Q8 
lakh) for depreciation, Rs2.S0 
lakh (Rs 1.60 lakh) for invest¬ 
ment allowance reserve, Rs 
13.16 lakh (Rs 37 : lakh) for 
taxation and after leaking ad¬ 
justments. Exports increased 
from Rs 98 lakh (Rs 138.27 
lakh). The fall in production is 
attributed by the management 
to severe power cut and the 
decline in profit to higher costs 
in the shape of wages, raw 
materials, maintenance of 
machinery, inputs etc. 

Kirloskar Oil Engines 

The Directors of Kirloskar 
Oil Engines Ltd have proposed 
to issue one preference share 
as a rights share for every five 
equity shares held, subject to 
Government approval. 

IPCL 

The India Petrochemicals 
Corporation Limited (IPCL) 
doubled its turnover during 
1979-80 giving a record profit 
of Rs 5.7 crore. This was 
accounted for after providing 
for a depreciation of Rs 27.5 
crore and interest charges of 
Rs 14.2 crore. 

The turnover was achieved 
through increased sales and 
assistance to a large number of 
processors in the small and 
medium sector. This was an¬ 
nounced at the annual general 
meeting of the corporation 
held on September 20 at 
Vadodra. 

The gross sales of the cor¬ 
poration went up from Rs 93 
crore in 1978-79 to Rs 173 
crore in 1979-80. IPCL plants 
were commissioned mainly in 
1978-79. The corporation had 
to bear a steep increase of 160 
per cent in the price of its 
chief raw material namely, 
naphtha. 

The production of IPCL dur¬ 
ing the year under mention was 
notable. The aromatics plant, 
with a capital outlay of above 
Rs 28 crore and commissioned 


in 1973-74, achieved r record 
output for the sixth cpnseduV 
tive year. Similarly, output dr 
DMT, the main raw material 
for polyester staple fibre and 
filament yarn, touched a new 
high of 27,939 tonnes during 
1979-80, This constituted 116.4 
per cent of the installed capa¬ 
city of 24,000 tonnes per an¬ 
num. The DMT plant has 
been operating at higher than 
the installed capacity for the 
last four years. 

Fibreglass-Pilkington 

Mr J.F. Currie, Chairman, 
Fi breglass-Pilkington Ltd, 1 
Bombay, told the annual gene¬ 
ral meeting in Bombay 
recently that the board had 
decided to bring down the non¬ 
resident shareholding from 
50 to 40 per cent and so broa¬ 
den the capital base without 
any disinvestment on the part 
of the majority shareholders, 
and would release him from 
restrictions and controls appli¬ 
ed to a foreign company. 

A financing plan incorpora¬ 
ting the dilution was being 
prepared. The management 
was considering whether to 
issue convertible debentures or 
rights shares to raise finance 
for modernisation and expan¬ 
sion. 

The current year had begun 
well. Power situation had im¬ 
proved. The board expected tht 
company to make satisfactory 
progress. Mr Currie was con¬ 
fident of retaining the leaders 
ship of the company despite 
the emerging competition 
from north and south India. 

The total income of the 
company has increased from 
Rs 909.23 lakh to Rs 986.77 
lakh in the year ended March 
1980. The net profit, however, 
declined from Rs 69.80 lakh 
to Rs 48.84 lakh, after provid¬ 
ing Rs 51.12 lakh (Rs 38.21 
lakh) for depreciation and 
technical know-how, Rs 78.22 
lakh (Rs 51.22 lakh) for taxa¬ 
tion and Rs 5.80 lakh (Rs 23.42 
lakh) for investment allow¬ 
ance reserve. The director* 
propose to transfer Rs 5 lakfc 
(Rs 28.18 lakh) for genera 
reserve, and to set aside Rj 
41.17 lakh (Rs 41.17 lakhs) foi 
the dividend at 16 percent (1< 
percent). 
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We’ve got the 
fabric. 

You’ve got the 
figure. 


When yoq make tome of India's finest 
fabrics you also know that no two 
people are the same. 

What, for instance, looks good on V 
may look terrible on V* 

Jlyajee understands. 

That's why our range is a wide ana. 
We have fabrics for the young, tha 
elderly and those in tha middle 
years. Fabrics for men & women. 
Fabrics for every pocket. Fabric# 

In a rich and varied range of 
designs and colours. 

It's a range that has something for 
every body. 

Every body especially youra. 


Tmmj) Suiting 


Shirting. 
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The role of the colorist 

in Indian folk art 


Pun the famous holy city 
in which stands the Jagannatha 
temple has a heritage of folk 
painting all its own The art 
flourished tn the 19 th century but 
remnants of this style can be 
found in the city even today 

The paintings were done 
mostly on cloth though in later 
years, paper was also used The 
cloth was treated with a mixture of 
black mud and cowdung over 
which a coat of lac was applied 
On this stiff surface the trio of 
deities Jagannatha Subhadhra 
and Balarama were painted in 
different roles The figures bore a 
close resemblance to the actual 
deitie* in the temple Their heads 
were weirdly distorted, they had 


no torsos thighs, legs or feet The 
arms were showd as two strange 
projectionsending in blunt stumps 

The Pun paintings were 
characterised b* their diagrammatic 
boldness and Mania of neat lines 
The colors used were vibrant earth 
shades of rich Imran reds, dull 
blues soft greanji and bright 
yellows, all taken from natural 
sources 

Today Auffnanufectures a 
wide range of synthetic Dyes tn a 
variety of colors .Dyes which help 
color everything Jrom fabrics of 


Synthetic Dyes and Optical 
Whitening Agents which make 
whites look whiter 

Wherever there is color 
there is a dye 

Atul makes some of the 
finest man made dyes 

THt 


►}ATUL 


cotton, jute wool art-silk and 
man * made fibre fo leather and 
paper 

Atul also produces 
Dye Intermediates to help make 


PRODUCTS ITU 
Indies gmnt chemical complex 
PO Atul Dist ValStfd 3S0 020 
Gujarat (India) 

Tal 61 Gram 'TULA*Atul 
Tale*, 0173 232 'ATUL IN" 
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Is nylon 

a rich man’s fabric? 

Nylon is for people with more sense 
than money. 

The everyday fabric,for everyday people. 
You can wash & wear it, wash & wear it, 
wash & wear it, wear it. Wear it. 
Nylon goes on almost forever. 

Stays smooth and unruffled without 
an iron on its beck. 

Is never the worse for wear. 

Nylon makes sense. 

And when it comes to nylon, nothing 
makes better sense than Nirlon.' 






makes the best use of nylon 
-the people’s fabric 

Nirlon Synthetic Fibres & Chemicals Iiinited, Bombay 
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Tkii Week 


October 2 

Over 200 industrial units will soon be 
set up in Indonesia on a turn-key basis 
by the National Small Industries Corpo¬ 
ration of India. 

f 

October 3 

The Government banned the export of 
sulphur in view of its shortage within 
the country. By another amendment of 
the import policy, it has been decided 
that application for import of gas cylin¬ 
ders will be considered by the Chief Con¬ 
troller of Imports and Exports. 

Reports of looting of property of the 
Marwari business community in the rural 
areas of Bolangir and Sambalpur districts 
of Orissa. 

I President Carter met President Zia-ul- 
Haq of Pakistan and reaffirmed the US 

i^toK-aoDNOMur 


commitment to defend Pakistan if neces¬ 
sary. 

Many Polish Workers downed tools at 
midday for a one-hour strike in the first 
organised nationwide labour protest ip 
36 years of Communist rule. 

Coffee growing countries and western 
consumer nations reached formal agree¬ 
ment on an export quota system to sta¬ 
bilise the world markets. 

October 4 

Bangladesh and India signed n three- 
year trade agreement reiterating the most 
favoured nation treatment to each other. 

Revolutionary leader Ayatollah Ruhol- 
lah Khomeini rejected any idea of a 
ceasefire with Iraq, saying Iran would 
not rest until it had achieved final vic¬ 
tory. 


Octobers' ' 

Hie Jammu and Kashmir Governor,Mr 
L.K. Jha, exercising his powers under 
Section 53 of the State Constitution pro*" * 
rogued the State Assembly and directed 
that the Assembly should meet on Octo- 
ber 8 at 9.30 a.m. and elect anew ?•' 
Speaker. ’ 

The left-liberal coalition of Chancellor < 
Helmut Schmidt swept to victory over 
the conservative alliance of Bavarian . 
Premier Franz Josef Strauss in balloting 
for the Bundestag. 

The Iranian Government gave a quali¬ 
fied rejection of a Soviet offer of military 
aid. 

Impfaal town cut off from the adjoining 

towns by the flood waters and landslides. 

Iran violated Iraq's unilateral ceasefire 
by sending its warplanes to raid Bagdad 
and other Iraqi cities. 

October 6 

The Communist Party Central Com¬ 
mittee agreed to purge nine leading •) 
Polish party officials and to adopt dras- 
tie economic reforms, including meat ■. 
rationing. 

The Union Government raised the pro- ?■ 
curement price of conynon variety of , J 
paddy by Rs 10 at Rs 105 a quintal for ! r 
the year 1980-81. The Procurement price ' 
of the coarse grains also raised. ; ' 

Khorramshahr fell to attacking Iraqi 
troops. 

October 7 

The Government overhauled the top , ; 
rank structure in the armed forces, crcat- £; 
ing many new posts for senior officers. j 

Four research laboratories transferred T' 
back to the Council of Scientific and; ' : y 
Industrial Research, revising a decision; ’• 
taken by Janata administration. . 

US Fuel for Tarapur arrived in Bombay, y 

Saudi Arabia, Kuwait and the UAB 
jointly agreed to raise their crude oil / 
production. 

October 8 

Police lift MLCs out of UP State 
Legislative Assembly. 
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When Drowning in Oil, Clutch Every Straw 


The annual meeting of the World Bank and International 
Monetary Fund centred around two events—the arrival of the 
second oil crisis and the exit of Mr Robert McNamara. In 
other years the latter event would have dominated the show, 
but in 1980 the oil crunch washed virtually everything else off 
the de facto agenda. Third World countries face a trade deficit 
of 80 billion dollars, and the OECD countries are not much 
better ofF. The Washington meeting did little more than touch 
the fringe of the problem. But in the current situation every 
straw has to be grasped at thankfully. 

Everybody knows that deficits cannot be financed indefini¬ 
tely. There is much talk of recycling oil surpluses, but this 
could turn out lo be the most vicious debt trap of all time. It 
is quite clear that the concessional aid will cover only a small 
fraction of the trade gap. OECD countries disbursed 23 billion 
dollars of aid in 1979, and will not do much better this year. 
OPEC and Russia may disburse a few billions more, but the 
sum total of aid will cover barely a third of the trade gap. Part 
of the balance will be met by running down reserves and bor¬ 
rowing from the IMF, but these are once-and-for-all measures. 
What will happen in 1981, when the trade gap may be even 
wider? Commercial borrowing now entails exorbitant rates of 
interest, and countries bridging their trade gap today are creat¬ 
ing enormous capital gaps which they will have to somehow fill 
tomorrow. 

It does not suit diplomats to admit it, but adjustment to 
high energy costs necessarily involves some sacrifice in growth. 
The extent of the sacrifice will depend less on the charity of 
, donors than on the ability of the developing countries them- 
' selves to manage their affairs. It is by now apparent that the 
4 practice of lumping all developing countries together as though 
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they had common characteristics is stupid. The fastest growing 
gap is not between the developed and developing countries, but 
between the efficient and inefficient countries of the Third 
World. Commercial lending has so far tended to favour the 
efficient countries, and rightly so. These countries will always 
have the resilience to meet any balance of payments challenge. 
But the inefficient ones will have to depend greatly on the 
charity of the rich. It is no coincidence that the most inefficient 
nations also tend to be the poorest ones. This is giving Mr 
McNamara sleepless nights. He is afraid that people will lose 
sight of the absolute poor in meeting the oil challenge, and 
spend their funds on conserving energy instead of fighting 
poverty. He feels the latter task is the most important. But 
Dr Gunnar Myrdal would disagree. After many years of study, 
he has come to the reluctant conclusion that aid on a massive 
scale serves only to prop up “soft” states which fight shy of 
taking the hard decisions needed to spur development. He 
therefore feels that aid should be given mainly as charity, not 
as a contribution to development. Pity India, which gets very 
little aid and is nevertheless a soft state. 

Mr McNamara is a great innovator, and has responded to 
the second oil crisis with two new ideas. One is structural 
adjustment lending, in which the Bank for the first time gives 
up the pretence of linking its aid to any specific project or 
programme, and simply doles out cash. The second is the 
creation of an energy lending affiliate, which is slated to lend 
hundreds of billions of dollars in the years to come. Mr 
McNamara estimates (hat at least 185 billion dollars are needed 
to develop energy sources in the next five years, against only 80 a 
billion dollars spent in the last five years. It is far from clear 
how he is going to raise so much money. As it i$ y the US 




Congress iias failed to Sanction 3.2 billion dollars needed hy 
ioA, the soft-lending wing of the Bank. One device being ped¬ 
dled by Mr McNamara is to raise the Bank’s borrowing power 
to twice its paid-up capital. At present the debt equity ratio is 
only one to one. Given the avalanche of petrodollars floating 
around in search of an outlet, it is only sensible for the Bank 
to adopt this scheme. 

The Interim Committee of the IMF seems to have come to 
a similar conclusion. It has suggested that IMF members 
should be able to borrow double their normal quota each year 
for the next three years. This will involve additional borrowing 
on international markets by the IMF. It has already sanctioned 
7.7 billion dollars of credits in the first nine months of 1980 
against 2.6 billion dollars in the whole of 1979. It proposes to 
borrow up to 8 billion dollars per year in the next few years 
to sustain its lending programme. But its Director-General, 
Mr Jacques de Larosierc, is at heart a conservative man, and 
warns that the IMF cannot keep on borrowing cash-“Ultimately 
this will have to be returned to the international markets, leav¬ 
ing the IMF dependent solely on member-contributions. 

IMF lending will take care of the immediate problems of 
many developing countries, but not of the least developed ones, 
which happen to contain a disproportionately large share of 
the absolute poor. Mr McNamara has estimated that the 
poorest nations need another 20 billion dollars to finance their 
oil bills alone, not to mention other items (most of them are 
|food importers as well). These countries have always occupied 
r a lowly position in tlic World Bank budget and have small 
IMF quotas. Their prospects are grim. They will simply have 
to stop being soft States, and adopt some of the policies which 
Dr Myrdal has been advocating for years. This will be painful, 
as India itself has discovered when reducing its dependence on 
aid. But it is a necessary hell. 


The IMF is cWidetfag 1 a new issue of Special Drawing 
Rights in 1982. India, like other developing nations, is keen 
on the allocation being weighted in favour of the Third World; 
They want an additional six billion SDRs to be created next 
year, followed by at least 10 billion dollars per year for the 
next five years starting in 1982. This would amount to record 
deficit financing on an international scale when the world is 
already awash with liquidity. There is bound to be resistance 
from developed countries who want to curb global inflation, 
and promote the SDR as a credible international asset instead 
of simply paper created to feed poor nations. Of course, their 
objections would be less vociferous if they were getting a better 
share of the new SDRs. 

Regardless of the ways being devised to get over the imme¬ 
diate balance of payments problem, the ultimate solution can 
only lie in a new pattern of growth that utilises much less 
energy. The transition will be slow, costly and difficult. In 
many cases, significant savings will not be achievable until new 
technologies are developed. Gulf and Western has now per¬ 
fected a zinc-chlorine electric storage battery which for the first 
time will make electric cars a practical proposition. The inven¬ 
tion of solar ponds in Israel is the first proven method of 
tapping solar energy for generating electricity at an acceptable 
cost. It will take at least five to ten years before technologies 
of these types can be translated into large production facilities. 
Till then, countries will simply have to cut their growth rates and 
borrow as never before, hoping that technology will help them 
escape the debt crunch ahead. They will be assisted in this by 
inflation, which rapidly erodes the real value of interest pay¬ 
ments and amortisation. Perhaps the developing nations are 
really being clever in wanting to drown the world in inflationary 
SDRs. But only up to a point. Inflation is an tfnmitigated curse 
for the absolute poor, as Mr McNamara well knows. 


Stalemate in the Gulf 


sThe Gulf war is spilling over from days into weeks. If this 
fgoes on much longer, it may engulf countries which might still 
be willing to keep away, but might cease to be able to do so. 
For this Iraq is squarely to blame. It under-rated Teheran 
even more than it had over-rated itself. It must be cold com¬ 
fort to Mr Saddam Hussain that he was not alone in miscal¬ 
culating the odds. The wish seems to have been father to the 
thought all over the place. 


Far too many western observers, for instance, had evidently 
expected Iraq to blitz Iran into submission overnight. Typical 
of this reaction was the bland assertion of that Know-all of all 
Know-alls, The Economist (London), which, declared, virtually 
on the morrow of the war, that the balance of power had 
changed in the oil-producing Gulf and that ,4 an Iraq which has 
people and guns and an Arab Bismarck of a leader willing to 
use them (and after this war may also control, directly or in¬ 
directly, Iran’s potential six million barrels a day of oil produc¬ 
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tion as well as its own 3j millions barrels) will loom over a 
humiliated and weakened Iran, a Saudi Arabia which has oill 
but hardly any people and the assorted statelets of the Gulf 
coastline.” 

The balance of power in the Gulf has indeed been disturb¬ 
ed. But The Economist has been rather late in noticing it. The 
change has not come with any Iraqi Bismarck setting out to 
annex some Ayatollah's Iran. It had occurred much earlier, 
when the late Shah lost his job as the policeman of the Gulf. 
At that moment the balance had shifted against the Pehlavi pow¬ 
er or its patrons and it has not eomc to rest since anywhere. It 
is unlikely that the war now raging in ike Gulf, whatever its 
outcome, will put an end to its nervous movements* Such a 
surmise would have been unwise even on a sober estimation of 
Iraqi prowess as a dominating presence in the Gulf or in the 
Arab world. It is downright foolish when it is the bastard 
offspring of a simple-minded anti-Khomeini fanaticism over- 
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leady to see in every leaf that stirs the Imminence of a storm 
that must sweep the Ayatollah away, along with all his 
works. 

At the moment the Iraqi war machine has to its credit 
limited territorial gains in the disputed border areas and has 
caused much damage to Iranian oil and connected industrial or 
port facilities in the war /one. But it has not even attempted 
to interfere with Iran’s control of the Strait of Hormur, while 
its capital city of Baghdad has been repeatedly struck from the 
air and its own oil installations in Basra or elsewhere have been 
taking severe punishment. Again, although Iran’s Imam has 
not exactly been overwhelmed by a flood of response to his 
appeal to the Shia faithful everywhere but particularly in Iraq, 
to rise against the “godless” regime of President Saddam 
Hussain, the Kurds, in perpetual rebellion against the Govern¬ 
ment in Baghdad, arc pursuing hostile activities with renewed 
vigour, carrying out extensive sabotage of Iraqi oil pipelines 
stretching out to Turkey. In contrast there is much less evi¬ 
dence of subversive or open unrest among dissident elements 
within Iran and very little proof of the effectiveness of the anli- 
Ayatollah forces in impeding the defence effort of his Islamic 
Revolution. 

Indeed the outstanding feature of this war, as it is dragging 
along, is that the Iranian people have put aside everything 
except a fierce nationalism that has apparently committed them* 
totally to resistance to a suspect, if not feared neighbour and 
historic foe, separated from them by race and religious schism. 
If any part of them is looking forward to a day of reckoning 

Money 

At Carnigif Hall, Mr Belafonte told his guitarist, “Don’t turn 
your back to the masses, maan.” Splendid advice indeed for 
all those wooing the public-at-large. The latest to take note is 
the Taj Mahal hotel, of the Tata group, at Delhi. Quick to 
scent a 10 per cent profit on turnover (they hope it will be 15), 
the Taj has decided to have a bash at doing the right thing by 
those who earn around Rs 1,500 and don’t have expense ac¬ 
counts. Natives of (and visitors to) Delhi, belonging to th<? 
so called middle class can' now cat a five star meal withotft 
feeling sorry afterwards for the bout of extravagance. They 
can also say that they’ve been to the Taj for dinner, which 
wouldn't be altogether true because the new place is located at 
Pragati Maidan, but as long as the sauce for the goose and 
the gander is the same, who cares ? 

Fust food counters have been proliferating in the metro¬ 
politan cities and the Taj has decided to keep up with the 
Joneses by opening one too. 

The economics of fast food counters are simple—high turn¬ 
over, low murgins. The success of these is predicated on the 
consumer’s need to cat and run, (if he happens to he an office- 
goer) and eat and saunter (if he happens to be a sight-scer). 
lather way, supply is created to meet demand, which is yet 
another lefutation of Say’s Law, which would have it the othef 
way around. 


with the Ayatollah regime in their midst, it it obviously witting 
to wait for the show-down until the war is over. Indeed, if thd 
Khomeini regime were to go over while the fighting is on—a 
possibility that cannot be ruled out with every week thatpassess 
in war—it could well be only if it were to fail to defend the coun¬ 
try. Should that happen it would not be the first time that an 
autooratic regime bad paid with its life for its military failure. 

Meanwhile the Iranian Government has shown commend¬ 
able wisdom by declining a Soviet offer of arms. Moscow’s 
move implies that it not only sees no early end to the war, but 
has its own distinct preference for the prolongation of the 
strife. This partiality is worse than unwholesome; it is sinis¬ 
ter. It suggests that the USSR is flexing its muscles in readi¬ 
ness for some more geo-political power games in the region. 
This development places a colossal obligation on the United’ 
Stales and its allies to practise even more circumspection and 
restraint than they have been displaying so far. The call given 
by President Sadaat of Egypt to Washington to avail itself of the 
Iraq-Iran war to topple the Khomeini regime and, what is even 
more important, the public declaration of military support to 
Iraq by King Hussein of Jordan, a firm US ally, whether they 
are causing strains on American policy-making or not are cer¬ 
tainly calculated to throw suspicion on such moves as 
Washington may have to make in the Gulf region should Iraq 
or Iran or both fail to avoid the regional proliferation of 
hostilities; Teheran, in particular, should not be so ready with 
its threats to its neighbours on the Gulf coast, if it is to help the 
United States to avoid interventionism. 

for Jam 

The concept is based on the assumption that the consumer 
prefers to stand and eat instead of sitting down to do so. For 
those familiar with Bombay’s Irani and Udipi restaurants, the 
time saving aspect may not appeal particularly, for in these 
establishments a person can have his lunch in fifteen minutes 
or less. Experience at fast-food counters—is it quicker to eat 
a hamburger than a plate of mutton biryani ?—suggests that 
queues at the payment and delivery counters take up at least as. 
much time, if not more. Theiefoic, die idea appears to be to 
capitalise on a consumer's preference to eat a hot-dog or a 
sandwich, these being, in a manner of speaking, ‘phoren* ra¬ 
ther than good old puri bhaji or idli-sambar, which the fellow 
can cat at home anyway. 

There is another aspect. A fast-food counter has to spend 
much less on hiring space because speed and sitting-down (like 
red-wine and fish) don’t go together. At any rate, such seems 
to be the consumer's psychology. Assuming that a fast-food 
counter's turnover will be at least as much as that of a Bengali 
Sweet House or Irani restaurant* the proposition is obviously 
profitable. 

Location is important, and on the face of it the Taj decision 
to have one so far away from the commercial area may appear 
quixotic. Not so, however, for it seems that Pragati Maidan 
is booked for 260 days in the year. 
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M r Raj Narain has discovered a recipe 
for instant revolution. He told news* 
men last week that red alone could usher 
in the revolution envisaged by the late 
Jaya Prakash Narayan. He has therefore 
^discarded his traditional green head-dress 
In favour of a red one. Lenin would have 
been surprised to know that revolutions 
could be so easily achieved, but Mr 
Narain is confident of achieving one over 
JP’s dead body. He claims Mrs Gandhi’s 
Government will fall within three months. 

Of course, he needs allies for the pur¬ 
pose. This realisation has made him come 
out with the revelatory statement that 
there is no justification for the separate 
existence of his party, the Janata(S). There 
was never any justification for it, but Mr 
tNarain insisted on acting once as midwife. 
He now proposes euthanasia. Parties may 
come and go, but Mr Narain would like 
to go on forever. He has proposed a 
merger of the Janata(S) with the Cong¬ 
ress (Uj, Janata (JP), Mr Bahuguna’s 
Democratic Socialist Party, and if possible 
even the Lok Dal. Alas, Mr Narain is 
more adept at wrecking parties than creat¬ 
ing them. Only madmen would ally them¬ 
selves with such a destructive force. But 
then politics is full of madmen bent on 
destroying themselves. 

| A much cleverer operator is Mr H.N. 
Bahuguna. He has promised to “make 
all sacrifices for building up a national 
alternative to the Congress(l)." Consider 
the sacrifices he has made already. He 
sacrificed his membership of the Janata 
Party in order to become MrCharan 
Singh's Finance Minister. He then sacri¬ 
ficed this job in order to become Secre¬ 
tary-General of the Congress(I). But soon 
he himself became the sacrificial goat and 
was thoroughly humiliated in the selection 
of Congress(I) candidates for the UP elec¬ 
tions. He then sacrificed his Congress(l) 
^membership and seat in Parliament, and 
has formed a new party. He will happily 
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sacrifice that too in order to jump into 
the driver’s seat of a national alternative. 
It is a pity that such a spirit of sacrifice is 
so sadly lacking in a new generation of 
politicians. 

J ournalists arc supposed to be experts 
in nosing out financial scandals, and ex* 
posing mismanagement. But when it comes 
to managing their own affairs, it is the 
journalists themselves that stand exposed. 

I quote below some of the remarks made 
by the auditors in the Annual Report of 
the Press Club of India. 

"In our opinion and according to the 
information and explanations given to us, 
the internal control procedure in respect 
of purchase of stores, equipment and 
other assets appears to be inadequate. 
The Management is taking steps to tigh¬ 
ten the internal control procedure. 

"No provision has been made in the ac¬ 
counts for unservicable and damaged sto¬ 
res and raw material, as according to the 
management there were no such items on 
hand on the date of the balance sheet. 
(What about spoilage on other days?) 

‘‘No internal audit system was opera¬ 
ted during the year. 

"In our opinion and according to the 
information and explanations given to 
us, the Club has not, maintained proper 
records for the sale and disposal of scrap, 
empty bottles etc. There are no by 
products. The management has assured 
starting proper records in the next year. 

"In our opinion and according to the 
information and explanations given to us, 
the system of recording receipts, issues 
and consumption of materials and stores 
is not adequate. 

"In our opinion and according to the 
information and explanations given to 
us, there is no proper system of authori¬ 
sation at proper levels with regard to 
the issue of stores. 

"The gratuity payable has neither been 


determined nor full provision in respect 
thereof made in the accounts”. 

"Assets donated to the Club have not 
been shown in the financial books”. 

"The following adjustments made during 
the year were not supported by authorisa¬ 
tion of the Managing Committee; 

(i) Rejected supplies written off (in¬ 
cluding entertainment) of Rs 2746.85 

(ii) Free supplies to staff 

"Sale of liquor in the Club was banned 
with effect from April 1, 1978, and 
stocks of liquor totalling Rs 6,721 as on 
March 31, 1978, are reported to have 
been partly sold to the members of the 
Club and the balance with the Club had - 
gone fiat and was of no value. In the ! 
absence of details, realisation from liquor 
sale has neither been debited to the 
members nor booked in the accounts and 
would require attention. 

"Sales tax payable Cr Rs 31,997.35 is 
not deposited with the appropriate autho¬ 
rities pending settlement of cases filed by 
the Club". 

T\oes this sound like a first class r 
-■-^scandal? Not at all, according to the ; 
Secretary-General’s report. This is the first 
time in years that the accounts have been ’ 
finalised within five months of the end 
of the financial year. Financial control ’ 
has been tightened and the club accounts > 
maintained better. Much to his regret, 
a number of members have been expelled ;; 
for non-payment of dues (presumably 
after having written several news stories / 
complaining of the failure of rich farmers ' 
to pay their dues). Despite (or perhaps ' 
because of) this, the bank overdraft of rite 
Club has been reduced from Rs 50,000 
to Rs 10,000. Indeed, the balance sheet 
shows a profit. But, the Secretary- 
General adds ruefully, "The profit,;., 
frankly speaking, is illusory since it in- 
clddes the members’ outstandings of oyer 
Rs 1.5 lakhs"- 
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for International Trade 

Swaminathan $. Alyar 


A centrally planned economy cannot ways force a country into a shortage of 
by its very nature be enthusiastic about foreign exchange. This will reinforce 
foreign trade. Planners like to be able to the argument in favour of self-sufficiency* 

control things by executive fiat, and while and still more uncompetitive industries 

this is easy in the domestic sphere it is will be started simply to reduce imports, 
much more difficult in the global market. - _ ,. 

There is no problem in freezing the „° n t°P of this comes the pet theory of 

ONGC oil price at 3.58 dollars per barrel, sood sociahsts that the international 

but it is impossible to control OPEC in trading system is adevi,ish dcvice invent ' 
the same fashion. ed by ca P ita,ist countries to milk all the 

others. In particular, it is alleged that 
T here is no problem in forcing domes- the terms of trade fayour industrial goods 


tic consumers to buy shoddy goods at five 
times the international price, but it is 
difficult to persuade foreign consumers to 
do likewise. And so central planners like 
to retreat into a cocoon of self-sufficiency, 
produce everything under the sun whether 
it makes economic sense or not, and 
reduce foreign trade to the irreducible 
minimum. 

Replacing Market Forces 

This tendency is reinforced by other 
factors. The object of Central planning 
is to replace market forces partially or 
wholly by Government notifications. This 
quite automatically means replacing 
internationally competitive industries 
and crops with uncompetitive ones. There 
is a sound enough economic rationale 
for protecting infant industries on the 
ground that they need time to mature. 
But Central planners are as insistent on 
protecting geriatric industries (like tex¬ 
tiles or sugar) as new-born infants. They 
are less concerned with the economic 
theory of infant industries than the bure¬ 
aucratic theory that all market forces re¬ 
duce the power of an officer, and inter¬ 
national market forces reduce him to 
impotence. 

The tendency of planners to go in for 
capital-intensive, high-technology indus¬ 
tries quite naturally creates a foreign 
exchange crisis. The capital goods and 
intermediates have to be imported, the 
capital-output ratio is high, and the out¬ 
put is so uncompetitive that it cannot be 
exported. Thus central planners will al- 
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compared to primary products. And 
since developing nations typically export 
primary products and industrial countries 
typically export commodities, it is argued 
that the Third World is systematically 
milked by the First World through inter- 
, national trade. This theory was first 
made popular by Dr Raul Prebisch of 
Argentina, Secretary .General of UNCTAD. 
It fits so beautifully with the portrait of 
colonial exploitation painted by all deve¬ 
loping countries that it has been accepted 
as gospel truth by most of them, in spite 
of the fact that Dr Prebisch’s findings 
have been exploded by several others 
economists. 

The first point to be noted is that the 
developing nations do not by any means 
dominate world trade in commodities. 
Countries like Canada, Australia, 
Denmark and New Zealand have become 
extremely rich on tip export of primary 
commodities. 

A Striking Fact 

England sent out settlers to Canada, 
Australia and New Zealand, to produce 
the wool, meat, butter and minerals that 
England itself needed. But it is a strik¬ 
ing fact that the per capita income in 
Canada, Australia and New Zealand was 
always higher than in England itself, even 
in the early days of settlement. Who, 
than, was exploiting whom ? W. Arthur 
Lewis has pointed out forcefully that the 
only way to get Europeans to emigrate to 
the new lands was to offer them a stand¬ 
ard of living much higher than in their 


own home country. This in tttirn had to 
be reflected in the prices of the products 
in the new lands, which were invariably 
primary commodities* 

Central planners are not fond of incon¬ 
venient facts like these. By confusing 
self-reliance with self-sufficiency* they 
have taken us to a point where our pro¬ 
ductivity has steadily fallen. Self-reliance 4 
means exporting enough to pay for your 
imports. Self-sufficiency means trying 
to produce everything yourself. Our 
planners have consistently tried for self- 
sufficiency rather than self-reliance, and 
the effect has been disastrous. We have 
neglected investment opportunities that 
would give goods which could be export¬ 
ed, and have instead concentrated on 
capital-intensive projects where the out¬ 
put is low and frequently uncompetitive. 

Drug Production I 

Outraged by the high prices charged by 
multinational durg companies, we have 
now embarked on massive drug produc¬ 
tion ourselves, mostly in the public sector. 

No body thinks it strange that many such 
drugs, notably antibiotics, cost three times 
as much to produce indigenously as the 
allegedly exploitative international price. 

In a word, we have gone in for blind 
import-substitution. We have not only 
neglected export industries but looked 
down our noses at other developing na- « 
tions following a strategy of export-ori¬ 
ented growth. But the strategy of im¬ 
port substitution has now been dealt a 
fatal Now by OPEC. Two-thirds of our 
imports now consist of oil, and import 
substitution simply will not work here. 
Moreover, imports have risen to 11 per 
cent of GNP, from barely five per cent a 
few years ago. In these circumstances a 
new orientation in favour of exports is 
unavoidable. For a short time we can 
run down our reserves or borrow from 
abroad, but in the medium run we will 
have to export more to pay our import \ 
bills. 

The draft Ptan prepared by Prof* Lak* 
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dawala last year envisaged a seven per 
I cent teal growth of exports. The new 
' planning Commission has come up with 
a Plan framework, which in real terms is 
smaller than the Lakdawala Plan, as 
there is a shortage of funds. However, 
the share of the public sector is much 
the same. And this public sector invest¬ 
ment will generate far less exports than 
earlier estimated, since we now know 
that demand for steel, aluminium and 
other products is going to be higher than 
estimated, so that exportable surpluses 
from giant projects like the Visakhapat- 
nam steel plant and Orissa aluminium 
complex will be correspondingly lower. 

Thus there is going to be a definite 
shrinkage in the funds available for ex* 
port production. Neither the Lakdawala 
draft nor the new Plan framework gives 
any precise figures, which is why the 
matter has perhaps escaped public atten¬ 
tion. Yet, the new framework coolly 
assumes that exports will now grow at 
a real rate of JO per cent, against the 
Lakdawala estimate of seven per cent. 
There is not a single word of explanation 
as to how, with less funds than before, ex¬ 
ports are going to be almost 50 per cent 
higher than in the Lakdawala draft. Nor 
is there any mention of a strategy which 
can produce an export revolution without 
needing much fixed investment. The 
Commerce Minister, Mr Pranab Mukher- 
jee, has already said that he expects the 
private sector to generate most of the 
additional exports in the Sixth Plan. 
Surely there has to be more to planning 
than expecting more without investing 
more. 

Possible Solution 

One possible way is, quite simply, to 
stop investment in low-productivity sec¬ 
tors. Till now, the blind import-substi- 
tution model has led to the licensing of 
industries which are ridiculously small, 
and therefore involve very high costs of 
production. And once such units come 
into existence, heaven and earth will be 
moved to prevent their closure. It is 
illuminating to learn that one reason why 
drug companies have produced so much 
in excess of capacity is that the smallest 
plant and machinery available in the 


world for some drugs Wtt several times 
larger than the licensed capacity. We have 
actually licensed nylon plants for two 
tonnes per day, when plants abroad pro¬ 
duce 2,000 tonnnes per day. We arc 
supposed to enjoy a major advantage in 
the form of cheap labour. But when this 
is married to small units instead of mass- 
production factories, as in the case of 
consumer electronics, we end up by pro¬ 
ducing TV sets and even radios at much 
higher than world prices. 

The obsession with the growth of large 
houses has resulted in the encouragement 
of smaller and less economic units, while 
really large plants have been discouraged. 
The lack of finance for large projects, 
thanks to the high rate of taxation streng¬ 
thens the tendency towards smaller than 
optimum plants. In pursuit of “competi¬ 
tion”, six units will be licensed where one 
would be ample. The result of this com¬ 
petition is the proliferation of high-cost 
industries, and the consumer ends up pay¬ 
ing much more than he would to a single 
monopoly undertaking. 

Best Check 

Bureaucratic procedures are not well 
suited to cutting out investment in un¬ 
economic units, particularly with the de- 
Jiccnsing of much of the medium sector. 
The best check on uneconomic investment 
would be a liberal import policy which 
relies mainly on tariffs, not on physical 
controls. Impoitswill make competitive 
needs a prime element of investment 
policy, which they are not today. Any¬ 
body can get a licence today for produc¬ 
ing items at 500 per cent the world price, 
and be assured of complete protection 
from imports, enabling him to make a 
fat profit. This is absurd when the need 
of the hour is to have investment in inter¬ 
nationally competitive goods which can be 
exported. 

However, it is doubtful if even fixed in¬ 
vestment in export oriented industry will 
yield all the needed foreign exchange. 
The kind of increase in exports envisaged 
when funds are short can only come from 
agriculture. Dr M.S, Swaminathan has 
spoken of the possibility of India be¬ 
coming a “grain power”, but he is off the 
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trank. India's main natural advantages 
arc plentiful solar energy and rainfall, 
and cheap labour. These inputs are not 
best used in cereal farming - they are best 
utilised in cultivating vegetables, flowers 
and fruit. Wc produce wheat at a higher 
cost than the woild puce despite subsidise 
ing inputs. But wc produce green vCge* 
tables and flowers at just one-third the 
international rates as these depend much 
more on labour and sunlight. A country 
like Israel alone exports 1(H) million dol¬ 
lars worth of flowers although for politi¬ 
cal reasons it cannot sell any to its Arab 
neighbours. There is no reason why 
India should not export one billion dol¬ 
lars worth of vegetables, fruit and flowers 
per year. In the lands along rivers, these 
can be grown without irrigation. No ad¬ 
ditional fixed investment is required. 

Infrastructural Facilities 

However, there wdl have to be substanti¬ 
al investment in infrastructural facilities 
and it is vital that the Sixth Plan should 
provide for this. Green vegetables and 
flowers are highly perishable, and a chair* 
of rural roads, cold storage^ and small 
international airports will have to be set 
up to export these goods by air. Invest^ * 
ment in such facilities wjll yield infinitely 
higher exports than direct investment in 
say engineering goods. This will also 
open up backward areas, give more em¬ 
ployment to landless labourers, and make 
the marginal farmer viable by enabling « 
him to grow high-value crops on his tiny 
patch of land. 

At present, agricultural marketing 
has been allotted only Rs 38 crates J t 
in the Plan. I his is a pathetically small i 
figure. An investment of Rs 900 croreS 
on support facilities for agricultural ex¬ 
ports will amount to only one per cent 
of the Sixth Plan expenditure, yet will 
yield several times as much by way of 
exports while serving the ends of social 
justice as well. Central planning has for 
too long made us insensitive to marketing, 
to expoits, and to the allocation of resou¬ 
rces to the most competitive areas. We 
have been busy banning our most com¬ 
petitive exports while subsidising uneco¬ 
nomic ones. It is high time wc started 
working in the opposite direction. 
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Economic Analysis 


Rainwater and Dryland Farming 


J, 8. Kan war 


Hardly 44 per cent of the world’s 
.potentially arable areas are cultivated 
and only 14 hectares out of every 100 
cultivated hectares are irrigated. Seri¬ 
ous efforts are being made all over the 
world to bring more areas under irri¬ 
gation but economic, technological 
and sociopolitical limitations restrict 
the scope of irrigation expansion. Thus, 
rainfed agriculture represents the lar¬ 
gest percentage of the world's cultiva¬ 
ted area and will continue to be the 
mainstay of the vast majority of the 
people. 

In India about 25 per cent of the 
cultivated area is undci irrigation. For 
various reasons that arc beyond the 
scope of this discussion, hardly one- 
fifth of the potential of these irriga¬ 
ted lands is presently being realized. 
The unrealized potentials can be ob¬ 
tained with the introduction of suit¬ 
able technology for soil and water 
management, high yield potential seeds, 
and the use of inputs such as fertilizers, 
manures, pesticides; good farm man¬ 
agement and economic incentives are 
also the prerequisites for greatly in¬ 
creased production. Thus, production 
in these areas undoubtedly be increas¬ 
ed substantially. 

About 75 per cent of the cultivated 
areas in India is entirely dependent on 
natural rainfall for agriculture. Irriga¬ 
tion is given the highest priority in the 
Indian national five-year plans and 
the country hopes to extend irrigation 
to a maximum of about 50 per cent of 
the total cultivated area (Swaminathan, 


1979). However, even after this expan¬ 
sion, half of the cultivated area in the 
country will still remain dependent 
on natural rainfall for farming. Thus, 
the key to equitable agricultural deve¬ 
lopment and the solution to the pro¬ 
blem of poverty lies in these areas. 

Rainfall is our natural asset. It is 
an everlasting resource and we have it 
in good measure, else we would not 
have been 600 million (Rama, 1978). 
Average rainfall in India is 1125 mm 
(Irrigation Commission Report, 1972). 
If the rainfall that India receives were 
well distributed in lime and space 
throughout the country, there would 
be no problems of droughts and Hoods. 
Unfortunately, this is not the case. 
The important question is whether it is 
possible to affect some changes in 
nature’s distribution of rain through 
weather modification. Some researches 
on weather modification have been 
done in the past, but whether this 
approach offers any promise of practi¬ 
cal application needs critical study. 

Nearly two-thirds of the area of the 
country receives less than the average 
rainfall. Moreover, the rainfall is un¬ 
predictable and uncontrollable. Thus, 
management of rainwater is a key fac¬ 
tor in the development of the Indian 
agriculture. 

The rainfed farming areas of India 
can be divided into the following three 
climatic groups (Virmani et al 1980): 

1. *Humid and sub-humid(mostly 
wet/dry semiarid tropics) 


____ 2. Dry semi-arid tropics With 2 to 2.5 humid months 60,0% 

Mr x.s. Kan war is Director of Research, and the remaining months dry 

International Crop Research Institute for t ' . * , 

Semi-Arid Tropics, Hyderabad. This is a 3. Arid tropics With less than 2 humid 19.3 % 

paper presented to the symposium on Rain- months and the remaining 
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Delhi by the Indian National Science months dry 
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Most of the irrigation in the past has 
been confined to the arid and semi-arid 
areas of the country, particularly those 
which are geographically so located as 
to take advantage of major river sys¬ 
tems (i.e., in the Indo-Gangetic allu¬ 
vial plains and the deltaic areas of 
South India), 

Most of the semi-arid areas of the 
country on both sides of the Vindhyas 
are unirrigated and depend on natural 
rainfall for cropping. Monsoon season 
(kharif) cropping is dominant though 
some areas grow only postmonsoon 
(rabi) crops; in a limited area two 
crops are grown mostly as intercrops. 
The rainfall of all these areas is vari¬ 
able in intensity, amount, and distribu¬ 
tion in time as well as in space. In 
most of these areas the southwest mon¬ 
soons produce the rains. Some areas 
in South India have a biomodel rain¬ 
fall pattern and receive more rain from 
the northeast monsoons. Since there is 
only a short period when precipitation 
exceeds evapotranspiration, it is the 
management of rainwater during this 
period on which the fate of agriculture 
depends. 

Humid , Semi-humid and Semi-arid 
Tropics : Our approach should aim at: 
(i) making the best use of the rain for 
successful cropping during the rainy or 
post-rainy season by adopting cropping 

With 4.5 to 7 humid months 20.7% 
and the remaining months dry 
With 2 to 2.5 humid months 60,0% 
and the remaining months dry 
With less than 2 humid 19.3% 
months and the remaining 
months dry 
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I systems that fit into the water availa- 
* bility period; (it) harvesting and stor¬ 
ing of some of the runoff water in small 
tanks nearby, when the rain exceeds 
the storage capacity of the soil; and 
(iii) utilizing the natural drainage and 
runoff water through surface and 
ground water irrigation systems. It 
is beyond the scope of this article 
to discuss the third aspect, which 
is receiving attention of many engineers 
and planners. It is the other two ap¬ 
proaches that will be discussed here. 

The humid and semi-humid regions 
of India can be considered as areas of 
assured rainfall and a favourable mois¬ 
ture status for cropping. However, 
even in these areas, periods, of moisture 
stress sometimes occur. These areas 
are often characterized by adequate 
surface drainage and contribute largely 
to surface runoff of water; they are 
the main sources of seasonal and 
perennial rivers and streams. The 
topography of much of this region is 
such that retention of the excess water 
in situ is rather difficult. Hence, the 
main strategy is to drain this excess 
water and to reduce soil erosion 
through better soil-conservation prac¬ 
tices. In this region there are consi¬ 
derable areas of upland paddy and 
maize that frequently suffer from too 
much or too little of water at critical 
growth stages. 

The largest area of India (64%) lies 
in the dry semi-arid tropics with 2 to 
4,5 dumid months (monthly precipita¬ 
tion exceeding evapotranspiration) and 
a mean annual temperature of 18°C 
(Virmani et al. 1980). This is the re¬ 
gion of great concern. It is an area of 
great instability and uncertainty of 
production, yet it has a great potential 
for increasing productivity. Water is 
the main limiting factor in this region 
but because of the ill-distribution of 
rain both in space and time and the 
great variation in intensity of indivi¬ 
dual rain showers* there is a consider¬ 
able loss of water as runoff. This ex¬ 
cess water besides being a serious loss 
K to the agriculture of the region, poses 
a drainage problem and becomes a 


flood hazard elsewhere. Estimates show 
that about 10 per cent 6{ the rainfall 
is lost as runoff from rainy season crop¬ 
ped black soils (deep Vertisols) and 
about 25 per cent from red soils (Al- 
fisols) under Hyderabad conditions. 
Most of the runoff occurs in a few 
storms of high intensity. Models are 
now available that can predict the run¬ 
off loss under a given soil, climate, 
crop cover, and management system 
(Harikrishna, 1980). 

The questions are: should this runoff 
be encouraged? or reduced? maintain¬ 
ed? If the runoff is locally stored, one 
must know how best to use the water 
for productive agriculture. Part of the 
answer to the first question lies in the 
nature of the soil and the local cropping 
system and management. Logically, the 
first effort should be to retain as much 
rainwater in the soil on which it falls as 
possible, so as to provide a favourable 
moisture regime to the crop (Karapen, 
1980). 

If the rainfall intensity and amount 
exceed the infiltration and storage 
capacity of the soil, the excess water 
may be harvested nearby in the same 
field or at another tjqnvenient point in 
the same watershed. Some scientists 
presenting the specific concepts, tech¬ 
niques, and economics of this type 
of water harvesting. I believe that this 
approach has considerable scope for 
improving agricultural production in 
SAT. The harvested watei can be used 
for “life saving’' irrigation so as to 
maximize productioli per unit water. 
The irrigation concept is different from . 
the one used in conventional irrigation 
which is based on transported water. 

It is unfortunate that the small tanks 
and farm ponds which were most ap¬ 
propriate devices for harvesting runoff 
water in situ have receded in the back¬ 
ground in the last fc\y decades. At one 
time these formed the backbone of 
agriculture in the Indian SAT, particu¬ 
larly on the Deccan plateau. The major 
factors responsible for the decline of 
tank irrigation have been the deforesta¬ 
tion, overgazing, accelerated erosion, 
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and encroachment on the catchments f 
of the tanks which seriously affected t 
the capacity and efficiency of these J 
systems. Moreover, traditional tank J 
systems have the inherent weakness f 
that the farmers on the donor water- % 
sheds do not get irrigation. The water j 
is used for irrigating paddy through 
gravity flow in the command area be¬ 
low. In the context of the growing 
population pressure, new concepts and 
technologies have to be introduced ^ 
(Von Oppen and Subba Rao, 1980). I ▼ 
believe that for many States, particu- ? 
larly Andhra Pradesh, Karnatak, Tamil 
Nadu, Maharashtra, Madhya Pradesh 
and even some parts of Uttar Pradesh, 
Rajasthan, Gujarat and Orissa, im¬ 
provement of tank irrigation systems 
need to be given high priority. The 
whole philosophy, technology, organi¬ 
zation and administration of tanks for 
water harvesting and irrigation should 
be reorientated. It is gratifying to note 
that some work on the redesigning of 
tanks and the introduction of new 
cropping systems and irrigation techni¬ 
ques for less water requiring crops 
like sorghum, maize, groundnut, pulses, 
etc, has been initiated in Andhra 
Pradesh. However, in national plan¬ 
ning, the development of water resour¬ 
ces through small systems benefiting 
local farmers needs lo be given greater 
importance. 

The use of runoff water to charge 
aquifers and to recapture water in 
uuderground reserves is well under¬ 
stood. Unfortunately much of the run¬ 
off water does not enter the aquifers 
and is lost. In recent years, systems of 
percolation tanks are being tried in 
Maharashtra; the technical, social, and 
economic efficiency of such systems re¬ 
quire a critical evaluation. 
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Certain organisations have in recent 
years developed new concepts on 
rainwater use and water harvesting. I 
will restrict my comments to a few 
basic aspects: 

J. fencouragement of water-resource 
development on a small watershed 
basis so as to provide a standby 
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water source to& farmer or group 
of farmers for “life saving’* irriga¬ 
tion deserves high priority in the 
SAT of India. Availability qf even 
a small amount of irrigation water 
will dramatically change the out¬ 
look of subsistent farmers through 
providing greater certainty. 

2. Construction of new tanks and farm 
ponds and remodelling and improv¬ 
ing the existing ones to introduce 
controlled irrigation using lift sys¬ 
tems where needed so as to extend 
the benefits of the harvested water 
also to the donor watersheds is 
considered an act of social justice 
for the eradication of poverty. For 
this purpose, the consolidation of 
holdings on a watershed basis, 
where possible and practicable, is 
worth attempting. 

3. Making cheaper sources of energy 
or devices available for lifting water 
for “life saving” irrigation is criti¬ 
cal to the practical success of run¬ 
off collection and use systems. 

4. Suitable implements, machinery, 
and inputs to facilitate the adoption 
of efficient land and water manage¬ 
ment systems is required. 

5. Technology with higher payoffs, 
including new crops and cropping 
systems, better incentives for in¬ 
creasing production, and facilities 
for marketing of produce must be 
available. 

6. One should consider development 
of water resources in dryland areas 
as a long-term investment for stabi¬ 
lization of agriculture and for 
catalyzing a highly productive farm¬ 
ing system, 

In fact this strategy, based on water 
harvesting in situ , may be considered 
as an investment in small farm water 
resource development. It is the price 
of social justice and a necessary pre¬ 
requisite for breaking centuries old 
agricultural stagnation in these dry 
areas. Jf a part of the huge sums that 
are spent in fighting droughts, famines, 
and calamities and emergencies are 
used for development of on-farm water 
resources, the problems of drylands 


will be largely solved. Unless well- 
prepared master plans for the harvest¬ 
ing of water in situ and its use are pre¬ 
pared on an area basis and implemen¬ 
ted, spectacular effects cannot be 
produced. The country has put much 
effort in irrigation based on^transported 
water. It is high time that some atten¬ 
tion was paid to the management of 
rainwater in situ . 

A question may be raised whether 
there will be enough runoff water 
available in extreme drought years. It 
may be remembered that it is not the 
total rainfall but its distribution and 
high-intensity storms that determine 
the quantum of runoff. Even one high- 
intensity shower may yield enough 
water that can be stored for supple¬ 
mental irrigation. If there is a provi¬ 
sion for making use of such an oppor¬ 
tunity, it can provide greater stabilities 
in the productivity of dry lands and 
reduce the misery of drought-prone 
areas. However, availability of energy 
may become a limiting factor, parti¬ 
cularly during periods of drought. 
Thus, for such situations the availabi¬ 
lity of solar energy or wind power may 
provide a solution. How these forms 
of energy can be brought within the 
grasp of poor farmers is a real challenge 
to the scientists and the planners. 

It is seldom realised that even the 
arid areas with low animal rainfall 
show considerable runoff. The quanti¬ 
ties depend on the intensity and dura¬ 
tion of the rainfall storms, the land 
features and so& and the crop and 
water management. In some high 
intensity storms as much as 70 to 80 
per cent of water may run off. This is 
how droughts and floods are common 
phenomena in many of these regions. 
Therefore in these arid zones also there 
are possibilities for increasing the effi¬ 
ciency of rainwater management for 
increasing the productivity (Singh, 
1980). The collection of runoff water 
to provide drinking water for cattle 
and to meet human needs has been a 
tradition in this area; it needs to be 
improved. 

Solar energy and wind energy for lift¬ 


ing water offers great scope in arid as a 
well as semi-arid areas. Teams of scien- ' 
tists from CS1RO and ICAR must ur¬ 
gently work together to make it feasible 
for farmers to use these sources of ener¬ 
gy for lifting water. The recharging of 
aquifers through runoff water and its ex¬ 
ploitation at Suitable locations is getting 
some attention. However, this strategy 
should also be critically examined so 
as to extend benefits to the largest 
number of farmers. 

In the experience of scientists of the 
Central Soil Salinity Research Institute 
(CSSRf), the vast stretches of alkali 
soils of North India that cover more 
than 2.5 million hectares offer excellent 
opportunities for harvesting runoff 
water (Dhruva Narayana, 1980). Great 
potential exists in western Uttar Pra¬ 
desh, Haryana, Rajasthan and Pun¬ 
jab. These lands produce excessive 
runoff because of their low infiltration 
rates. If this water is stored in dugout 
ponds, it can provide it means for re¬ 
clamation of these deteriorated lands, 
recharging tbe aquifers, and reducing 
flood damage to crops in surrounding 
areas. 

It hardly needs to be emphasized 
that the harvested rainwater is a 
scarce commodity and should be used 
sparingly only for “life saving” irriga¬ 
tion at the most critical stages of crop 
growth or for extending the cropping 
season, thus, making inter-or sequen¬ 
tial-cropping possible. This approach 
is different from the conventional con¬ 
cept of irrigated farming, which is 
based on an adequate supply of water 
for the crop to maximise yields per 
unit area. 

Data recorded on red soils (Alfisols) 
of ICR] SAT show that on these soils 
about 25 per cent of the seasonal rains 
run off The water thus harvested could 
be used for increasing the yield of 
kharif crops by application at critical 
times. Some of it was available for 
supporting double cropping on a small 
area. In case of the deep black soils 
(Vertisols) which when cropped allow 
much less runoff than the red soils 
because of the greater moisture-storage 
capacity, there generally is enough 
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k moisture to mature a kharif crop. 

* However, there mAy not be adequate 
moisture in the surface layers to 
allow the establishment of a rabi 
crop successfully. This is often true 
even when there is plenty of moisture 
in deeper layers of the soil to support 
the crop once the roots make contact 
with these layers. In this situation, a 
sm&H amount of harvested water from 
the kharif season may be used for 
moistening the surface soil to facilitate 
good rabi crop establishment and pro¬ 
viding more dependable double crop¬ 
ping opportunity on these soils. Nume¬ 
rous examples of the application of 
these concepts under semi-arid as well 
as arid conditions can now be given 
(Kampen, 1980, Harikrishna, 1980). 

Most of the soils of the semi-arid 
India have a sloping topography and 
arc not suitable for conventional basin- 
type irrigation. However, under such 
situations the furrow system of irriga¬ 
tion may be feasible. Hvcn more 
sophisticated trickle irrigation or drip 
irrigation systems seem promising; 
however, their costs are presently pro¬ 
hibitive. Likewise, plastic pipes for 
distribution of water are another costly 
item that deserves the attention of 
engineers for bringing these systems 
within the reach of small farmers. The 
possibilities for reducing .such costs 
need to be discussed further. 

Another problem associated with 
storing water in farm ponds is seepage 
losses. Many techniques of reducing 
this loss have been tried. Suffice to 
say that we are still looking for chea¬ 
per methods for reducing seepage 
losses. 

The whole research programme on 
dry farming must be based on the 
philosophy of increasing the stored 
water in the root profile and increasing 
its efficiency. .The most rewarding 
practices that result in greater effici¬ 
ency of rainwater use are: 

1. Use of less water requiring crops 
and their varieties. For example, 
the substitution of rice with maize, 
sorghum, groundnut, pearl millet, 
etc, and the use of hybrids or 


drought-tolerant varieties in place 
of local varieties. 

2. The tailoring of varieties to fit wiffi 
the favorable period of moisture 
availability (Virffiani et al, 1980). 
Based on the probability of rainfall 
and the moisture storage capacity 
of different soils one can develop 
conceptual models indicating the 
most favourable duration of a crop 
and variety for a given situation. 
AIJCRPDA has^tkewise developed 
crop models for different soils and 
climates. 

3. Improved fertility management and 
the management of rainwater for 
dryland agriculture. One aspect that 
is often overlooked is that the rain- 
fed crops suffer not only from 
moisture stress but also from nutri¬ 
ent deficiencies; their combined 
effects seriously limit the yield. 
Indian scientists have collected con¬ 
vincing evidence that application of 
fertilizers to crops in rainfed agri¬ 
culture considerably enhances the 
efficiency of the use of rainwater. 

4. Land and water management to im¬ 
prove moisture storage in soil, 
combined with efficient crop mana¬ 
gement systems, produces a syner¬ 
gistic effect on productivity of the 
land and the efficiency of use of 
rainwater. 1CRISAT scientists found 
that on both Alfisols and Vertisols, 
the variety x fertilizer x land-water- 
and crop-management system en¬ 
hanced the efficiency of rainwater 
retained by this A soil three to four 
times compared to traditional tech¬ 
nology. This establishes the need 
for appropriate technology for the 
management of rainwater in dry¬ 
land agriculture. 

We should think of water as a costly 
input and value it on the basis of its 
productive efficiency. “How much food 
per unit of water can be produced?'' 
The surface watef and underground 
water resources should be correctly 
measured and regularly monitored. 
Conjunctive use of surface and under¬ 
ground weter is necessary to improve 
the efficiency of use of rainwater, 
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More sophisticated techniques sudh as t 
remote sensing for determining the | 
magnitude of water resources and the f 
use of non-conventional energy resour- X 
ces such as nuclear energy for tapping j 
the fossil water resources also need + 
attention. ♦ 

1 am convinced that through better j 
management of rainwater our drylands f 
can produce many times more food ♦ 
than they are doing now. This also f 
offers hope for a better quality of life + 
for the people of rainfed lands. Rain- X 
fall may be somewhat unpredictable f 
but not uncontrollable with modern f 
technology. We can predict its be- j 
haviour, harness it for useful purposes, j 
and reduce its damaging effect caused £ 
through floods, droughts and erosion. J 
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TVjring njFiR recent visit to Calcutta, the 
Prime Minister accused “some op¬ 
position parties” of spreading rumours 
abopt her health. Some women MPs 
belonging to her party have already taken 
up the cudgels on her behalf and expressed 
their resentment over such rumour-monger- 
ing. The state of the Prime Minister’s health 
should certainly not be a topic for mali¬ 
cious gossip. At the same time, that Mrs 
Gandhi should, after allowing for her 
age and other circumstances, be in a fit 
physical and mental condition is clearly 
a matter about which the people of the 
country of which she is the Prime Minister 
have a right to concern themselves with. 

Whether one likes it or not, one cannot 
be deaf to the talk that there has been 
for some time now about the possibilities 
of her continuing capacity to shoulder the 
mental and physical burdens of her 
onerous office. Reports vary. Some have 
found her to be her usual self in mental 
alertness or physical activity. Others 
have suggested that she seems to tire 
easily and is often found to be listless or 
absent-minded. It would be no discredit 
to a person of her years if she were to 
show the strains of having lived so 
Strenuously. At the same time, the holder 
Of the most powerful and also responsible 
Office in a country should not only be 
free from disabling mental or physical 
infirmities, but should also be seen and 
believed to be so by the people. 

Unfortunately, there is a regrettable 
custom the world over which guards the 
facts about the physical or mental con¬ 
dition of Presidents or Prime Ministers 
as if they are state secrets. The latest 
example of this is the way Moscow la¬ 
bours to let the world know as little as 
possible about the state of health of 
President Brezhnev. Jt is, again, a fact 
of history, which is also public knowledge, 
that President Roosevelt was gravely ail¬ 
ing during the later, still critical phases of 


the war and that Winston Churchill was 
far gone in senility during his second 
tenure as Prime Master. Ideally, there¬ 
fore, there should be„ji regular, periodical 
examination of all effective heads of State 
or Prime Ministers by a reasonably inde¬ 
pendent medical board which should be 
empowered to make its essential findings 
public. However, this is not the kind of 
discipline that political leaders will readily 
accept; in which case, they should not 
grumble too much about the inevitable 
discussion, informed or otherwise, that 
there may occasionally be about their 
physical or mental wellbeing. 

hs Gandhi was not being true to the 
responsibilities of her position as 
Prime Minister when she said in Calcutta 
the other day that certain organizations, 
identified with the political opposition to 
her, which have also been charged in the 
course of political controversies with 
professing and practising a Hindu brand 
of communalism, had some responsi¬ 
bility for or involvement in the recent 
episodes of violence in UP or elsewhere. 
If, as Prime Minister, Mrs Gandhi has 
proof of any kind that the RSS or some 
Janata politicians have had a hand in 
communal disturbances, she is under a 
clear obligation to the,country to proceed 
against them legally' under the powers 
available to the Government, including 
those just acquired by it so ostenta¬ 
tiously. Mrs Gandhi has not done so, 
but she has preferred making accusations 
in public speeches., imputing into them 
the authority that belongs to her official 
position. As dirty political tricks go, 
this is as damnable as any that her poli¬ 
tical opponents may be guilty of, or are 
charged with, 

here, but for the grace of God, goes 
God”—Winston Churchill on Staf¬ 
ford Cripps. In self-righteousness, however, 
Mr Morarji Desai can have no equal, 
dead or alive. The other day, in Madras 




^ ^ iask^d1>y ft journalist to comment 
on the termination of the services last* 
month of Mr V. Krishnamurthy who was 
Secretary in the Industry Ministry, in 
charge of Heavy Industry. There was 
no call on Mr Desai to express himself oh 
this action taken by the present Govern¬ 
ment, Rut, then, Mr Desai not only 
wears his piety on his sleeves but must 
also parade it whenever occasion offers. 
So he had to disclose that he himself, 
when he was Prime Minister, was un¬ 
successful in persuading Mr George 
Fernandes, then Minister for Industry, to 
dispense with the services of Mr Krishna- ^ 
murthy. He also had to utter words giving 
the impression that Mr Krishnamurthy 
had been under a shadow and that his 
departure from the Ministry was in cir¬ 
cumstances not flattering lo him. What 
standards of character or conduct Mr 
Desai is applying to Mr Krishnamurthy, I 
do not know. But, I just cannot accept that 
Mr Desai applies the same standards to 
everybody, Mr Kanti Desai, for instance, 
or even certain other people who were in 
his entourage when he Was Prime Minister, 
s for Mr Krishnamurthy, his achieve¬ 
ments in terms of the growth of Heavy 
Electricals cannot be eclipsed by the un¬ 
fortunate manner in which his exit from 
the Ministry of Industry has come about. 
Not many know the truly heroic fight he 
fought at the Tiruchirappalli plant of the 
BHEL to keep away CPI(M) politics. In 
the process he incurred the wrath of Mr 
P. Ramamurthy, who had his revenge 
in due course by campaigning against 
the BHEL-Siemens negotiations. Mr 
Krishnamurthy, in fact, managed to make 
even more powerful enemies closer to 
the court. It is quite interesting that, 
before many days could pass after Mr 
Krishnamurthy’s exit, Soviet officials were 
quick with their bid for enlarged collabo¬ 
ration, on an exclusive basis, with BHEL’s 
future planning for technology and pro¬ 
duction. The whole truth is probably 
more than the hints planted in the press 
reports that Mr Krishnamurthy had to 
leave because the present Industry 
Minister wanted him replaced* Even a 
child knows that Dr Charanjit Chanana 
docs not amount to 
that much in the 
counsels of. the Prime 
Minister. 
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THE TECHNOLOGISTS’ 




That's one way of describing 
the broad spectrum of lOL's 
technologies 

The technologists' supermarket 
is IOL where under one roof a 
wide range of products and 
services are available 

lOL's technological hamper 
includes gases for anaesthesia, 
welding, cutting, inerting, 
cryogenic applications and 
furnace enrichment; special 
gases for the electronics 
industry, for diving and off-shore 
operations, for metallurgy, 
calibration of instruments and 
research, anaesthetic equipment, 
welding and cutting equipment 
and consumables of every kind 
to meet needs as diverse as 


those from the wayside welder 
to the shipbuilder, the small 
tool manufacturer, the giant heavy 
engineering sector, petrochemical 
fertiliser and refinery complexes 
plus entire gas plants, associated 
cryogenic equipment, and liquid 
oxygen explosives for mining. 


IOL 
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Backing this hardware is a 
package of services-consultancy 
and advisory, after- sales, and 
training. 

lOL's leadership in all its 
activities is the leadership of 
technology. Cross-fertilising 
latest trends with existing know¬ 
ledge to breed a new genera¬ 
tion of products and services. 
For progress. 



Indian 

Oxygen 

Limited 


IOL offers the best in technology 
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Banking Trends: 1979-80 


Tnt J Reserve Bank of India which set 
out to limit credit expansion, succeeded 
up to a point. Expansion of bank credit 
(excluding bills rediscounted with RBI 
hut including credit extended through the 
issue of participation certificates) was 
Rs 2,366 crorcs during 1979-80. The 
k corresponding figure for 1978-79 was 
Rs 3,621 crores. The rate of increase 
was also less at 12 per cent than the pre¬ 
vious year’s 22.5 per cent. The propor¬ 
tion of expansion of credit to the prio- 
lity sector also fell to 18 per cent in 
1979-80 from 24.4 per cent in 1978-79. 

1 he decline in credit growth was due 
to a steep fall of Rs 582 crores to food 
credit, which stands in sharp contrast to 
the rise of Rs 471 crorcs in the previous 
year. However, despite admonitions and 
i instructions non-food credit expansion 
* by commercial banks during 1979-80 was 
higher than during the previous year. It 
stood at Rs 3,371 crorcs as against 
Rs 2,813 crores during 1979-80. There 
was little consolation to be had from its 
rate of growth, too, which declined only 
marginally from 21 2 per cent in 1978- 
79 to 20 per cent in 1979-80. 

Soothing Words 

While admitting the recalcitrance of 
banks, the RBI report on banking trends 
during 1979-80 nevertheless has soothing 
word for them. Credit to oil companies 
is singled out for special mention as being 
responsible. 

The growth ol deposits, too, declined 
from 23,0 per cent to 16 per cent. Total 
accretion was Rs 4,612 crores against 
Rs 5,359 crores during 1978-79. This is 
sought to be explained in terms of three 
per cent decline of real national income 
during 1979-80. 

As a result of this and other credit 
control measures (such as quantitative 
ceilings, restriction on utilisation of 
riimits sanctioned under the cash credit 
I system, application of statutory liquidity 


ratio, increase in interest rates etc) the 
resource position of banks during 1979-80 
was tight. 

The report ruefully states that u it is 
much more difficult tp slow down credit 
expansion in the very short-run (3-6 
months) than in the medium-term (12-15 


months)”. It attributes the inability of 
banks to adhere to ahort-term targets to 
the cash credit system that continues to 
dominate lending practices. The rebuke 
is implicit. 

The low credit-deposit ratios in rural 
area gave rise to the apprehension that 


Table I 

Commercial Banking at a Glance 


, .t— - 

End-June 

1978 

End-June 

1979 

End-Jnne 

1980 

No of offices 

28,016 

30,202 

32,419 

Rural 

11,802 

13,333 

15,101 

Semi-urban 

7.586 

7,845 

8,078 

Urban 

4,542 

4,717 

4,856 

Metropolitan/Port town 

4;086 

4,307 

4,384 

Population per bank office 

20,000 

18,000 

17,000 

Total deposits (Rs crores) 

23,312 

28,671 

33,283 

Gross bank credit (Rs crores) 

16,167 

19,758 

22,128 

Investments in Government and 

other approved securities (Rs crores) 7,552 

9,389 

11,823 

Cash and balances with 

RBI (Rs crores) 

2,755 

3,582 

4,051 

Borrowings from RBI (Rs crores) 

335 

659 

488 

Tabu II 

Deployment of Credit 


(Rs crores) 


March 

March 

March 

l* 

1978 

1979 

1980 

Gross Bank Credit 

15,252 

18,147 

21,234 

Food procurement 

1,984 

2,210 

2,100 

Non-food 

13,268 

15,937 

19,134 

Of which export credit 

1,242 

1,500 

1,640 

Non-food Credit 

Priority sectors 

4,210 

5,390 

6,729 

Agriculture 

1,665 

2,163 

2,766 

Small-scale industries 

1,679 

2,177 

2,630 

Other priority secto&rs 

866 

1,050 

1,333 

Industry (medium and large) 

6,270 

7,173 

8,341 

Wholesale trade (other than food 

procurement) 

1,324 

1,567 

1,915 

Other sectors 

1,464 

1.807 

2,149 


Source 


•Wftrwr* 


RBI release entitled “Trends and Progress of Banking in India, 1979-80.” 
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resource* might be flowing from rural to 
urban areas. To prevent this, public 
sector banks were advisedthat by March 
1979, the rural and semi-urban branches 
should separately achieve credit-denosit 
ratios of at least 60 per cent. Some pro¬ 
gress was apparently made towards this. 

On the other hand, not much progress 
seems to have been made m meeting the 
target of opening 6,500 additional offices 
in rural and semi-urban areas during 
1979-81. The report docs not give any 
figures for the number actually opened. 
It i$ learnt that the profitability criterion 
for these is being worked out. 

The setting up of Regional Rural Banks 
continued. At the end of June 1980, 
there were 73 such banks covering 130 
districts in 17 States. Branch expansion 
too was satisfactory -from 1990 in June 
1979 to 3,678 in June 1980. 

Overall Increase 

Deposits with RRB’s increased from 
R$ 74 crores to Rs 123 crores. Advances 
increased from Rs 122 croies to Rs J67 
Crores. Ninetytwo per cent of the advances 
were made to small and marginal farmers, 
landless labourers and rural artisans and 
amounted to Rs 154 crores. 

The report says that financial assistance 
to the small-scale sector was stepped up 
significantly. The total assistance sanc¬ 
tioned by the JDB1 (excluding guarantees) 
during the nine months ended March 1980 
was Rs 931 crores against Rs 660 crores 
during the previous period. Disbursement 
grew at a lesser pace being Rs 583 crores 
against Rs 482 crores dating the previous 
period. The 18 State Finance Corpora¬ 
tions sanctioned Rs 302 crores and dis¬ 
bursed Rs 187 crores. 

The number of credit institutions paiti- 
cipating in the credit guarantee scheme 
increased from 22 in March 1979 to 313 
in March 1980. The amount of outstand¬ 
ing guarantees iosc fiome Rs 2,440 crores 
in 1978 to Rs 2,874 crores in 1979. In 
March 1980, the figure stood at Rs 3,289 
crores 

The RBI also expressed the desirability 
of public sector banks raising the pro¬ 
portion of their advances to the priority 
sector from the present 33.3 per cent to 


40 per cent of the total by 1965* It 
mentions the obligatory 20 Point Pro¬ 
gramme and goes on to stress the need for 
enlarging assistance to the weaker sec¬ 
tions of society. 


Ashok Leyland: 
Setting the Pace 


Tamil Nadu Chief Minister, Mr M.G. 
Ramachandran, inaugurated the Hosur 
plant of Ashok Leyland on September 28. 
The company performed the ‘Boomi 
Pooja’ for the plant on November 25 last 
year; construction activity commenced in 
January 1980. Thus in a remarkably 
short period, two large production and 
assembly shops in an area of 300,000 
square feet have been constructed; a 
number of machine tools has been erected 
in position and assembly of a range of 
heavy duty vehicles for defence and pro¬ 
ject applications has commenced. Of 
particular interest is the Taurus, India’s 
first three-axled truck for highway appli¬ 
cations, developed by Ashok Leyland’s 
own R and D efforts. Over hundred 
such vehicles have been marketed by 
Ashok Leyland and the reception is 
stated to be quite satisfactory. The 
special feature of this vehicle is its capa¬ 
city to take a much higher payload the 
gross vehicle weight of the Taurus is 18 
tonnes against the average GVW of 12 
tonnes of conventional medium-range 
two-axled vehicle*., The company is 
fitting a special turbo-charger on the 
engines of this range of vehicles, it 
claims that Taurus will give 25 per cent 
extra tonne kilometre per litre compared 
to the kilometrage of the 12 tonne sehiclc. 

Ashok Leyland had its beginning in 
1948. It entered into collaboration with 
the British Leyland in 1956 to produce 
commercial vehicles in the medium and 
heavy duty range. The British had 
majority shareholding of about 60 per 
cent. Till 1978, the growth has been 
rather slow. The British-Chief Executive 
were content to work for modest goals: 
the capacity increased gradually over this 
period to 10,000 vehicles. The company 


ittas cloying good custom from State 
transport undertakings and also from big J 
hauliers. The vehicles earned the repu-' 
tation for sturdiness and a capacity for 
overloading which was of special interest 
for Indian operating conditions. 

Certain remarkable changes started 
taking place from 1978 after Mr R.J. 
Shahaney joined the company, as its 
Managing Director. He brought with 
him rich experience he gained in his long 
association with Jessop and Company 
which he headed as Chairman and 
Managing Director before joining Ashok 
Leyland, Soon Mr S.V.S, Raghavan,^ 
ex-Chairman and Managing Director of 
Bharat Heavy Tlcctricals ltd also joined 
Ashok Leyland as an Executive Director 
These two set in motion a plan of massive 
expansion which is spectacular: The 
company which was contemplating a 
modest expansion of its licenced capa¬ 
city to 12,500, decided after the advent 


S. Viswanathan writes 
from Madras 


of these two, to plan for a much bigger 
expansion ol 30,000 vehicles; last year 
they further revised this plan upwards 
and obtained a letter of intent for ex¬ 
panding capacity to 40,000 vehicles. 

Ashok Leyland expanded its equity base 
through a public issue in February 1979 
which also helped in reducing the share 
of British Leyland to 51 per cent. At 
the end of December 1979, the paid-up 
capital amounted to Rs 16.5 crores; re¬ 
serves were at a handsome Rs 23.4 crores 
and the company earned a net profit of 
Rs 8.84 crores. 

The Industrial Policy Statement of the 
Janata Government prohibiting expansion 
of capacity in cities and towns, combined 
with the attractive incentives offered by 
the Tamil Nadu Government for indus¬ 
trial investments made at Hosur on the 
border of Karnataka were instrumental in 
the company deciding to locate the first 
leg of its major expansion at Hosur. 
Ashok Leyland has already invested 
around Rs 7 crores at Hosur and further 
sizable investments are contemplated; 
the assembly of the heavier range of 
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etude*' abb the hew Taurus range 
o a total of 4,000 numbers will be taken 
pat Hosur. Ultimate employment at 
losur alone is expected at around 2,800. 
There was a good deal of criticism 
com parties opposed to Mr M.G. Rama- 
handran in not attempting to retain the 
ntire expansion of Ashok Leyland in 
amil Nadu. In his campaign for the 
lections to the Tamil Nadu Assembly, 
Jnion Finance Minister, Mr R. Venkata- 
aman, charged the AIADMK Govern- 
nent in letting these expansions move 
iway from Tamil Nadu. Of course this 
vas a purely political gimmick. Chair- 
nan Shahaney explained as early as 
-ebruary J979 that for reasons of 
narketing, the company preferred to 
nove into two locations in northern and 
central India. In his press conference at 
Bangalore on September 27, Mr Shahaney 
reiterated the special reasons to locate 
the expansion above 15,000 vehicles in 
two locations, at Bandara near Nagpur 
in Maharashtra and at Alwar in 
Rajasthan. Mr Shahaney explained that 
the company has strong markets in 
southern and western India but the 
northern and eastern markets are rather 
weak. “Alwar will prove to be the gate¬ 
way to the northern markets and Bandara 
will help the company concentrate in 
central and eastern India”, said Mr 
Shahaney. 

State's Support 

The company made good use of the 
function in which Chief Minister, Mr M.G. 
Ramachandran assured of the State 
Government's support to the plans of 
larger units to expand their activity in 
Tamil Nadu, to emphasise the contri¬ 
bution of Ashok Leyland to the State’s 
economy. Mr Shahaney explained that 
Ashok Leyland has already invested 
Rs 52 crores in the last two years at 
Ennore and Hosur. “There is no other 
industry in Tamil Nadu which has invest¬ 
ed such a large amount in this period”, 
said Mr Shahaney. He also mentioned 
that further investment of Rs 36 crorcs 
will be made on these two units during 
1981. These investments will help the 
company instal a capacity for 15,000 
vehicles between Ennore and Hosur. 

The company obtained handsome loan, 
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amounting to about Rs 22crores from 
the Industrial Development Bank of 
India under the soft loan scheme to 
modernise and rehabilitate worn-out 
machinery. It is learnt that Ashok 
Leyland is the first unit in the engineer¬ 
ing industry to have obtained such a soft 
loan from 1DBL 

The total cost of the expansion to 
40,000 vehicles is estimated around Rs 270 
crores and is expected to be completed 
by 1986-87. The company has been able 
to get attractive incentives including 
handsome interest-free sales tax loans 
from Maharashtra and Rajasthan. Apart 
from these, the company will use self- 
generated funds and some foreign line 
of credit which will help meet a substan¬ 
tial portion of the additional require¬ 
ments of finance. Thus raising resources 
is not expected to pose much of a pro¬ 
blem. 

Satisfactory Performance 

The operations in the recent years have 
been highly successful. Production of 
vehicles increased from 10 f 947 in 1978 to 
12,315 in 1979. In the current year pro¬ 
duction is expected to rise further to 
about 13,500. The sales in the first half 
of 1980 at Rs 100.2 crorcs are over 20 
per cent higher than sales in the corres¬ 
ponding period of last year. In view of 
the substantial capital expenditure made 
during the current year, there may not be 
any tax liability and thus net profits are 
expected to show a significant growth 
over 1979. For the first time in its 
history, the directors have approved the 
payment of an interim dividend of eight 
per cent for 1980 subject to tax. 

Future investments are expected to be 
evenly distributed among the three loca¬ 
tions. Mr Shahaney said that an invest¬ 
ment of about Rs 110 crores is planned 
for Bandara and Rs 102 crores at Alwar. 
Ashok Leyland would have spent Rs 88 
crores in three years ending 1981 between 
Ennore and Hosur. And it plans an 
average investment of Rs 20 crores a year 
thereafter in these two locations. 

The company has further strengthened 
its management by getting one more 
Senior Manager from the public sector: 
Mr George Joseph, ex-Finance Director 
of Indian Oil Corporation, joined the 


company recently m an ‘Ex Direc¬ 
tor. Apart from this the company has 
strengthened its junior and senior mana¬ 
gement levels by inducting a number of 
qualified young executives-MBAs, CAs 
and engineers. 

Revamping R & D 

In line with many other engineering 
industries, in the past R & D efforts were 
largely oriented to import substitution. 
The new team under Mr Shahaney is also 
concentrating on revamping its research 
and development efforts. The company 
is constructing a new well-equipped 
R Sc D building at a cost of Rs 76 lakhs 
which will include modern facilities to 
test engines and other components and 
also a computer terminal. A test track 
is also under construction. 

A matter for concern is that these ex¬ 
pansions are taking place at a time when 
there is a certain element of uncertainty 
about the future of road transport in¬ 
dustry. The National Transport Policy ;: 
Committee in its recent report has re¬ 
commended a shift away from road to 
rail and a larger role for the railways* 
And there is the growing problem of 
energy. In view of these, the present 
expansion plans of thre^ large manufac¬ 
turers of commercial vehicles is bound to 
cause worry about the continuance of 
present boom enjoyed by the commercial 
vehicles industry. According to the cur¬ 
rent plan, apart from Ashok Leyland’s 
expanding its capacity to 40,000 numbers, 
Tata Engineering and Locomotive Com¬ 
pany plans to expand its capacity from 
the present 36,000to 56,000 in the next four 
years. Simpson and Company of Madras 
started assembly of Ford trucks and ithaa 
plans to set up a capacity for J 2,000 vehicles 
within the next four years. Thus in 1986- 
87 a capacity for 108,000 vehicles will be, 
created by these companies against the 
present around 50,000. The question 
naturally arise as to the capacity of the 
market to absorb this large volume of 
additional output planned. 

Mr Shahaney is, however, confident 
that to meet the increasing requirements 
of the population, expanding transport 
facilities will be inevitable* Mass trans¬ 
portation will assume an increasingly 
important role in moving passenger*. 
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He also feels that a good portion of the 
available oil will have to be provided to 
read transport on a "priority basis as it 
has no alternative to power these. He 
points to such an alternative, electric 
power, available to the competitor, the 
railways. 

At least the near future does not pose 
much of a threat. The company has 
orders booked for the next three years. 
It has also developed sizable export 
outlets. Recently it has embarked on a 
programme of exporting products made 
by other companies mainly in the small- 
scale sector: it plans to provide these 
units Ashok Leyland's expertise in mar¬ 
keting, quality, engineering and finance. 

The company is setting the pace for 
corporate activity in this region. One 
however feels that in view of the consi¬ 
derable uncertainty over the potential for 
growth for road transport industry, this 
massive engineering complex should think 
of diversifying into newer lines. 


Boosting Tea Export 


At the meeting of the Consultative Com¬ 
mittee attached to the Commerce, Minis- 
tery, held in bangalore on October 1, 
Mr Pranab Mukherjee announced the 
Government's decision to raise substan¬ 
tially the replanting subsidy for the tea 
gardens in the hills and the plains. For 
Darjeeling it has been increased from 
Rs 5000 to Rs 15,000 per hectare and for 
the gardens in the plains from Rs 4000 to 
Rs 10,400. The Minister disclosed that 
of the 43 recommendations made by the 
Tandon Committee on tea marketing, 36 
had been accepted by the Government. 
He stressed the need for the industry to 
launch an aggressive programme for ex¬ 
ports. Members of the Consultative 
Committee urged that care should be 
taken to keep up India’s premier posi¬ 
tion in the world tea market. 

The decision to raise the replanting 
subsidy and the implementation of the 
various recommendations of the Tandon 
Committee should help to improve the 
industry’s competitive capacity. But, 
at the same time, the Government of 


India and the State Governments con¬ 
cerned should see to it that the infrast¬ 
ructure for tea export is not disrupted 
from time to time. How unsatisfactory 
the situation has become will be evident 
from the observations made by J. Thomas 
and Co in the Monthly Tea Review for 
August. It said that “a state of pure 
anarchy exists to which the establishment 
has no suitable answer. The last two 
years for the tea trade have been a tragic 
tale of disruption and loss. Last year 
the exporters faced the closure of the port 
in Calcutta; in February this year there 
were problems at the warehouses; now 
again there is disruption of deliveries. 
These cruel blows have been inflicted on 
an industry that has ^ earned the country 
Rs 394 crores of foreign exchange in 
1979”. 

State Govts’ Failure 

Though the agitation launched by the 
workers of the Calcutta Tea Workers' 
Board since August 25, was withdrawn 
towards the end of September, it had done 
immense damage to the industry and, 
more unfortunately, had hurt the coun¬ 
try’s reliability as a regular supplier. It 
led to the postponement of the tea auc¬ 
tion for three weeks, which was an un¬ 
precedented step. The Government of 
West Bengal should have tried to avert 
the strike and, if this was not possible, 
it should have settled it promptly. The 
Government should not have allow¬ 
ed the agitation to be conducted in such 
a manner as to affect exports. The 
State Government was clearly aware of 
the existence of intense inter-union rivalry 
in the Tea Workers’ Board but even 
then it did not take care to ensure that 
this did not result in a prolonged strike 
which had its impact on export. 

The Commerce Ministry therefore 
should not assume that because of some 
of its recent decisions, the tea industry 
can look forward to bright days ahead. 
It is imperative to improve the viabi¬ 
lity of the industry by appropri¬ 
ate modifications in the tax policy at the 
Central and the State level so that more 
profits can be earned and ploughed back. 
Massive investment is required in the 
coming months and years to enable the 
industry to increase its production sub- 
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stantially so as to meet ttk* growing j 
needs of rite domestic market and for A 
export. ^ 

To quote again from the Monthly Tea 
Review of J. Thomas &^Co : “The tea 
industry which has already borne so 
much, is now faced with the nemesis of 
making payments without cash, bonus | 
without profit. Due to lack of funds, j 
many an estate may be faced with closure i 
if the situation does not improve rapi¬ 
dly”. The journal added that apportion¬ 
ing blame among the industry, the 
Government and the trade unions “is not 
the need of the hour'’. But unless the J 
causes for the present situation are cle¬ 
arly analysed and the responsibility of the 
Government, the industry and the trade 
unions is identified, it will be difficult to 
evolve and implement a long term stra¬ 
tegy for tea export. 

In this background, the Central Govern¬ 
ment, the State Governments, the indus¬ 
try and the trade unions should work in 
close cooperation so as to build up 
India's image as a reliable supplier of 
tea to the markets of the world. 


Engineering Export 
Lags in East India 


The proceedings of the fourth annual 
conference of the Engineering Export 
Promotion Council (Eastern Region), held 
in Calcutta on September 30, revealed 
that neither the Centre nor the State Go¬ 
vernments concerned had become clearly 
aware of the crucial role of exports in the 
present context of the country’s economy. 
The States in this region have immense 
potential for augmenting the export of 
engineering goods but the performance in 
1979-80 was highly disappointing. It was 
only of the order of Rs 90 crores against 
the target of Rs 200 crores and the actual 
exports of Rs 160 crores in 1978-79. Out 
of Rs 90 crores worth of goods exported 
in 1979-80, Calcutta accounted for Rs 50 
crores while the rest of the products were 
shipped from other ports of India. Ac¬ 
cording to Mr M.D. Jindal, Regional 
Chairman, exports valued at Rs 20 crores 
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moved from Calcutta io the last two 
months of the fiscal year and “that also 
after representation at all levels,” This 
statement shows to what extent the ad¬ 
ministration has been geared to export 
promotion. 

Inadequate port and shipping facilities 
as well as the scarcity of steel materials 
have been the major impediments to ex¬ 
ports. Mr Jindal pointed out that the 
Calcutta port operations were subject to 
such fluctuations that, on an average, it 
could work only once in three days in 
1979-80. The port, he said, has virtually 
lost its old prestige and that due to the 
non-availability of ships, the export busi¬ 
ness had been lost. 

Raw Material Scarcity 

The scarcity of steel and pig iron has 
been another serious impediment to ex¬ 
ports. Mr Jindal >aid that bright from 
the time of quoting against the enquiries 
from the overseas exporters until the time 
we execute the orders, even when wc are 
in a position to book orders, the factor 
which heavily weights on our minds is the 
availability of the raw materials and its 
price.” The requirements of the engineer¬ 
ing fabrications of the eastern region are 
not more than 200,000 tonnes per year 
but even these are not readily available 
in spite of the fact that Indian Iron and 
Steel Co produces about 50,000 tonnes of 
steel and Durgapur Steel Plant about 
5,600,000 tonnes. “Located so close to 
the steel plants”, said Mr Jindal, “it is 
indeed a baflling phenomenon as to why 
the engineering fabricators of the eastern 
region should be in difliculty for the raw 
materials.” What does Mr Pranab 
Mukherjec have to say to this complaint? 
He is in charge of both Commerce and 
Steel and he is also aware of the problems 
of exporters of the eastern region. Why 
then should there be so much uncertainty 
about the supply of steel for such a prio¬ 
rity sector as export ? 

The Chief Minister, Mr Jyoti Basu, 
who inaugurated the conference assured 
exporters of the support of the State 
Government. I he best way in which the 
latter can help is by improving the supply 
fOf power and maintaining harmony in 
I industrial relations. 

Incidentally, it is worth noting that out 


of the 35 recipients of awards of certifi¬ 
cate of merit in recognition of outstand¬ 
ing export performance in 1978-79, all 
were from West Bengal. What is the 
Engineering Export Promotion Council 
doing to encourage industries from other 
States of the eastern region to play their 
part in promoting exports ? 


Preferred Sector 

'A ■ 


Business organisations in Calcutta have 
criticised the decision of the Union Cabi¬ 
net to extend price preference to the pro¬ 
ducts of the public sector. They have 
said that such an approach would put the 
industries in the private sector into 
serious disadvantage. They have point¬ 
ed out that some healthy competition bet¬ 
ween the two sectors is not only desir¬ 
able but also essential; and therefore they 
have urged the Government to recon¬ 
sider this decision. 

New Delhi, however, is unlikely to 
abandon its policy. It has justified this 
step on the ground that it is necessary to 
enable the public sector units to make 
full use of their capacity. But this pro¬ 
blem is faced by industries in the private 
sector as well especially in the eastern 
region where a large number of units in 
the engineering and other industries con¬ 
tinue to operate with sizable idle capa¬ 
city. There are many reasons for this 
situation but the lack of a steady flow of 
orders from Government departments and 
public sector units isone of the major 
factors responsible for the existence of 
substantial unutilised capacity in the pri¬ 
vate sector. 

Despite the sharp step-up in the plan 
outlay year after year, industries in this 
part of the country have continued to 
complain about the erratic flow of orders 
from railways, defence, electricity boards, 
and various public sector undertakings. 
In this background if public sector 
units are to be given a price preference. 

The value of stores purchased by the 
Central Government departments in 
1978-79 was of the order of Rs 940 
crores. Besides these departments, the 
public sector undertakings buy substanti¬ 
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al quantities of raw materials, machinery 
and spare parts. Under the sixth Five 
Year Plan, which envisages an investment 
of about Rs 90,000 crores in the public 
sector, the value of such purchases is 
bound to go up enormously. In these 
circumstances, a policy of discrimination 
against the private sector in the matter of 
Government purchases will affect its 
growth prospects. 

The anxiety of the Government of 
India to improve the viability of the 
public sector is understandable. The 
new industrial policy statement has point¬ 
ed out how, because of the lapses of the 
Janata and the Lok Dal Governments, 
prestige, profitability and populariiy of 
the public sector had suffered seriously 
and how, as a result, the people's faith in 
it had become eroded. The statement 
had also emphasised the imperative need 
to revive the image of the public sector. 
But this task should be undertaken by 
improving its managerial efficiency, en¬ 
forcing discipline among its employees 
and adopting other appropriate measures. 
Pampering the public sector by means of 
price preference may weaken its efficiency 
and deprive.it of the incentive to make 
systematic efforts to show a better per¬ 
formance. 


No End to Inflation? 


The Government’s decision to increase the 
procurement prices of paddy and cereals 
beyond what was recommended by the 
APC in its supplementary report has two 
implications. Firstly, it shows that the 
intention of the Government is not only 
to compensate farmers for the higher 
cost of inputs, but also to compensate 
them for the higher prices of non-agricul- 
tural goods. It is a fact that the prices 
of the latter have been rising more rapid¬ 
ly than of agricultural produce and to 
the extent that the new procurement 
prices (of Rs 105 per quintal for paddy 
and Rs 95.50 per quintal for coarse grains) 
will raise farm incomes, the decision is to 
be welcomed. It must, of course, be men¬ 
tioned that the beneficiaries will only be 
those with surpluses. The problem of 
those without surpluses is a structural 
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one which cannot be solved by price ad¬ 
justments alone andf calls for a different 
strategy altogether. The decision also 
indicates that the farm lobby has again 
had its way. 

Secondly, it is a warning that the forces 
of inflation have not yet played them¬ 
selves out. It is certain that the rabi pro¬ 
curement prices will also be raised. A 
related factor in this context is the Iran- 
Iraq war and its effect on oil prices. If 
these go up further, the cost of agricultu¬ 
ral inputs too will go up, as also will 
those of non-agricuttural goods. If go¬ 
vernment fixes the rabi prices on the 
same principles, the obvious conclusion 
is that they will have to be higher. Im¬ 
ported inflation, it would seem, has come 
to stay. 

The prospects thus appear to be quite 
grim and consistent with the Reserve 
Bank's warning that prices are not likely 
to show any dramatic downward trends 
in the near future. 

The question arises whether or not 
the deficit owing to the higher subsidy 
will be covered. Last year, when releases 
through the public distribution system 


reached a high of 16.5 million tonnes 
(against the normal 10 to 11 m.t.), the 
Food Corporation of India was given 
Rs 600 crores as subsidy. This provision 
has been retained unchanged in this year. 
Therefore, three possibilities emerge. 
Firstly, the Government can leave the 
deficit uncovered. Secondly, it can rely 
on the rice exports to meet the gap. 
Thirdly, it can increase the issue price 
of grains. 

While it is not clear whether alterna¬ 
tives one or three will be followed, it 
seems reasonable to- expect the rice ex¬ 
ports to be in the region of one million 
tonnes. Given a price of Rs 275 per quintal 
and a milling cost of Rs 175 per quintal 
(if all is well), receipts could be the tune 
of Rs 100 crores. At the very worst, they 
would not be below Rs 65 crores, which 
is roughly what the deficit will be. 

Looking to the broader question of 
subsidies per se and the desirability of 
reducing them where and when possible, 
it would not be wise to rely on the expec¬ 
tation of rice exports alone. Aii increase 
in issue prices to an extent somewhat 
higher than that in procurement prices is 


aHructiual change fhat is long ovame. , 
It is to be hoped that the Government i 
will take this opportunity to raise issue * 
prices also. For wheat and rice together, 
an increase of five paise per kilogram i 
would fetch the exchequer around Rs 50 1 
crores. This, however, could be a sensitive i 
issue politically which would require some : 
courage on the part of the Government, j 
The Finance Minister has repeatedly ! 
stressed the need to reduce subsidies but i 
whether anything will be done towards 
this end remains to be seen. 

The Government also raised the sup¬ 
port price of sugar-cane from Rs 12,50.. 
per quintal last year to Rs 13.00. It is 
linked to a recovery of 8.5 per cent and 
is retrospective from October l. The APC 
had also suggested this increase. 

For groundnut, the support price has 
been increased to Rs 206 per quintal from 
last year’s Rs 190. In the case of soya¬ 
bean, the black variety will now fetch 
Rs 183 and the yellow variety Rs 198 
per quintal. The price for both was the 
same last year at Rs 175 per quintal. 
These price increases were recommended 
by the APC also. 
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Window on the World 

North Sea Breeds New 

Offshore Technology 


During the next 20 years offshore dis¬ 
coveries could account for between a 
third and a half of all the world's new oil 
reserves. Much of this oil will be found 
in regions outside those covered by the 
Organisation of Petroleum Exporting 
Countries (OPEC). 

Paradoxically, oil companies are being 
both driven and encouraged to search for 
new reserves in hostile offshore condi¬ 
tions. On the one hand they have become 
concerned at their loss of influence in the 
traditional producing areas of the Middle 
East. Africa and South America. They 
have seen OPEC member Governments 
increase their involvement in both pro¬ 
duction and trading activities. Between 
1970 and 1979 Governments’ share of 
crude oil production increased from 6 to 
55 per cent. Those hit hardest were the 
major international oil companies which 
once handled 60 per cent of non-Com- 
munist world oil supplies outside North 
America. This was oil produced by them 
and sold to them under contract. Their 
share today is barely 40 per cent 

But at the same time OPEC has raised 
prices to a point where it is now commer¬ 
cially attractive to search for and pro¬ 
duce oil from deep-water fields. In the 
early 1970s it was costing the industry 
roughly $500 in development costs to 
produce each daily barrel of new produc¬ 
tive capacity. In other words, to exploit 
a field capable of producing 100,000 
barrels a day (b/d) at peak would have 
cost $50 million. 

Offshore development-—particularly in 
the North Sea—has altered the scale of 
costs. British Petroleum's Forties Field, 
one of the first important UK reservoirs 
to be discovered (it was brought on 
stream in 1975), cost an estimated 
$2.68bn to develop. As it is now produc¬ 
ing oil at the peak rate of 500,000 b/d. 


the cost-per-barrel of Forties is seen to be 
about $5,360. 

The latest North Sea oil project to be 
approved by the UK Energy Department 
—Continental Oil’s adventurous Hutton 
Field development—shows there has been 
a further quantum leap in costs. It is ex¬ 
pected that Hutton will cost £600m 
(around S1.4bn) to exploit and that its 
peak production rate will be 90,000 b/d. 
On this basis the development costs work 
out at $15,800 per daily barrel—3J times 
the rate for exploiting a Middle East field 
a decade ago. 

Statistical Yardstick 

The new Energy Department ‘‘Brown 
Book” on offshore statistics provides a 
further yardstick. Government officials 
have worked out that up to the end of 
last year it was costing the industry on 
average $8 to produce each barrel of 
North Sea oil. For fields underdevelop¬ 
ment at the end of 1979 the average was 
nearer $10 per barrel. In some cases the 
costs were as high as $23 a barrel—clear¬ 
ly a figure' that could only be justified 
with today’s high fuel prices. 

These statistics are not only relevant to 
companies and Governments with inte¬ 
rests in the North]Sea. They are of inte¬ 
rest to all countries with harsh offshore 
operating conditions. 

The US and Canada may have been in 
the van of onshore oil development but 
when it comes to exploiting some of their 
exposed offshore areas — particularly in 
the North—they have much to learn from 
the North Sea industry. It is notable 
how Chinese delegations have been show¬ 
ing deep interest in technology which 
could be transferred from the North Sea 
to the Yellow and South China Seas. 

For undoubtedly the North Sea has 


become one of the world's most import 
tant centres of the offshore oil business. J 
According to officials of the UK Offshore i 
Supplies Office—the division of the ^ 
Energy Department set up to help in the ! 
development of Britain’s own oil supply 
industry—the UK sector of the North Scfe'.i 
accounts for about a quarter of the;4 
orders (in value) placed by the offshore 1 
oil industry. ' j 

Since the value of UK orders for goodsri 
and services reached £2.7bn last year ilft 
would appear that the world offshore qlly: 
supply market is now running at abatytJv' 
£11 bn. It could be worth much more. 

■ _ ii< 

Like Norway, Britain has been keen tp? 
see that its local manufacturers and sef^ 
vice companies obtain the lion’s share of-k 
North Sea orders. To this end the Utt 
offshore operators h^ve agreed to give 
British companies a “full and fair oppor4 
tunity” to compete for contracts. Last year; 
the UK supplies industry won its biggest 
share of North Sea oil business—£2.1 bn 
or 79 per cent of the total. This com«| 
pared with a 66 per cent share in 197$! 
and an estimated 25 to 20 per cent ba 
in 1973. f 

It is estimated that between 1965 a®4\ 
1979 the oil industry invested £llbn~-o$ 
over £15bn at 1979 prices—on explor^4 
tion and development in the UK seetfci 
of the North Sea. Last year capita] kt% 
vestment in oil and gas production was 
about £2bn, or approximately six per Cent 
of total UK investment. f 

But the North West European Conti* 
nental Shelf, and the North Sea in partly 
cular, is not only a source of business fo£ 
the oil supply industry. It is a test-be# 
for the oil industry itself. 

Oil production platforms in the north¬ 
erly part of the North Sea have to be 
designed to withstand wind speeds gust* 
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^ &lg to 160 mites an hour and sustain wave 
heights of 100 feet. 

The search for hydrocarbons is also 
taking UK operators into some of the 
deepest water ever tackled by the offshore 
oil and gas industry, British National 
Oil Corporation (BNOC), for instance, is 
currently leading a group of 19 companies 
in the drilling of a particularly deep well 
in the Rockall Trough. The group, which 
also includes British Gas Corporation, is 
using the dynamically-positioned drilling 
ship Discovery Seven Seas, to sink a well 
through 4,512 feet of water. 

Record Depth 

The water depth is 2-J- times the previ¬ 
ous record for oJfshore drilling in UK 
waters. The previous record was set in 
April when Shell sunk a well in 2,004 feet 
of water in block 206/2 west of the Shct- 
, land Islands. This well in turn almost 
doubled the previous record of i, 142 feet 
of water set by British Petroleum on 
block 211/2 in the northern North Sea in 
October 1977. It is worth noting that in 
1964 the record stood at just 88 feet, then 
held by Amoseas on block 38/29. 

It should be stressed that BNOC and 
its partners are not primarily looking for 
oil in its deep well on block 163/6. In¬ 
deed it is termed a “stratigraphic infor¬ 
mation well”, which means the consor¬ 
tium is mainly aiming to learn about the 
geology of the area. But it remains a 
moot point as to what would happen if 
BNOC struck oil in any quantity. It is 
questionable whether oil companies would 
find any ready developed technology that 
would enable them to exploit fields at that 
depth. 

In reasonably favourable conditions, 

4 .such as those found in the Gulf of Mexi¬ 
co, a fixed steel platform can be installed 
in 1,000 ft of water. This is the case in 
Shell’s Cognac Field. 

The deepest development to be attemp¬ 
ted with a fixed platform in the North 
Sea is British Petroleum’s Magnus Field 
on blocks 21J/I2 and 211/7 in the north¬ 
erly part of the UK licensed area. Here 
the water depth is 610 ft. 

BP thought long and hard about ins¬ 
talling a tension leg platform—a floating 
system tethered to the seabed by mooring 



Mounting Fear Over Growth of Cities 


The UN estimates that the globe's population will Increase from 4.2 
billion now to 6.2 bUlion by the end of the century. During the period, the 
number of urban dwellers will grow from 1.8 billion to 3.2 billion, most of 
them in the impoverished Third World. 

Today jusf 26 cities have 3 million or more inhabitants, making a 
grand total of 252 million. By the year 2000 there will be 60 with a total of 
650 million. Three-quarters of them will be in the under-developed world, 
most of them living in conditions of squalor and deprivation. 

The most extreme case is Mexico City, whose population is roughly 
doubling every 20 years. By the end of the century it may have 31 million 
people, compared with 9 million a decade ago'. But there are even more apo¬ 
calyptic possibilities. 

Paradoxically, the older centres of the Western world are, if anything, 
tending to grow smaller. The Greater London area will lose more than one 
million people between 1950 and 2000, while New York, Paris and Tokyo! 
Yokohama are expected to remain little changed between now and the end of 
the century. 

World’s Most Populous Cities and Urban Areas 


(Figures in Million) 


1960 

1980 


2000 


New York/NE New 
Jersey 

15.4 New York/NE 
Jersey 

20.2 

Mexico City 

31.0 

London 

10.7 Tokyoj Yokohama 20.0 

Sao Paulo 

25.8 

Tokyo/ Yokohama 

10. 7 Mexico City 

15.0 

Shanghai 

23.7 

Rhinej Ruhr 

8.7 Shanghai 

14.3 

Tokyo! Yoko¬ 
hama 

23.7 

Shanghai 

7.7 Sao Paulo 

13.5 

New York/NE 
New Jersey 

22.4 

Paris 

7.1 Los Angeles! 
Long Beach 

11.6 

Peking 

20.9 

Los AngeglesfLong 
Beach 

7.1 Peking 

11.4 

Rio de Janeiro 

1 9.0 

Buenos Aires 

6.9 Rio de Janeiro 

10.7 

Greater Bombay 

16.8 

Chicago/N W Indiana 

6.5 Buenos Aires 

10.1 

.Calcutta 

16.4 

Moscow 

6.3 London 

10.0 

Jakarta 

I5J 




I Source : Population Division , Department of Economic and Social ! 
I Affairs, UN Secretariat, | 


lines secured under tension. BP says that 
its system, developed with Vickers Off¬ 
shore, should be capable of exploiting 
fields in over 1,150 ft of water. In the 
end BP decided to stick with known fixed 
platform technology for Magnus. It was 
left to Conoco to be the pioneer on the 
Hutton Field. The tension leg platform 
to be installed there will be the first of 
its kind in operation anywhere in the 
world. 

But BP may still break new oil produc¬ 


tion ground with its Single Well Oil Pro¬ 
duction System (SWOPS) announced 
earlier this year. Here BP will use a con¬ 
verted oil tanker, or a purpose-built ves¬ 
sel, to exploit a single well oil field or 
carry out an extended test on a large 
field. A pipeline would be lowered from 
the tanker to a sub-sea well system. Once 
the pipeline riser was locked in position, 
the tanker would “suck up” oil into its 
crude oil storage tanks. All the,while the 
ship would be kept in position by means 
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of dynamic positioning thruster motors. 
Once the tanker was full it would raise 
the riser pipe and sail to a terminal with 
its cargo. It is reckoned that SWOPS 
could produce oil at a rate of up to 
20,000 b/d. 

[t is understood that BP has been exa¬ 
mining the possibility of using the SWOPS 
system on a well near its important Forties 
1 Field. It has also been reported that SWOPS 
could be adopted for an extended test 
programme on the big heavy oil find west 
of the Shetland Islands, or perhaps in the 
Porcupine Basin off Ireland’s Atlantic 
coast. 

With its partners Chevron and Impe¬ 
rial Chemical Industries, BP has already 
been involved in some novel production 
tests on the big West Shetland heavy oil 
discovery, unofficially named the Clair 
Field. In order to boost the oil flow rate 
BP fractured the reservoir rock with a 
liquid pumped under high pressure. The 
resultant cracks were then kept open by 
injected grains of sand. In this way oil 
was produced at a rate of about 2,000 b/d 
— 2\ times the natural flow rate. 

The fracture testing, announced earlier 
this month, followed within weeks a simi¬ 
lar experiment conducted by Chevron 
and BP on the South Ninian structure, 
100 miles north-east of the Shetland 
Islands. This too was a successful opera¬ 
tion, Oil flowed at rates of 3,688, 100, 
4,874 and 6,520 b/d respectively at four 
depths. 

New Tests 

Given time, other production experi¬ 
ments will be tried in the North Sea “test 
bed”. Technicians at Royal Dutch/Shell 
laboratories at Rijswijk in Holland believe, 
for instance, that enhanced oil recovery 
using injected chemicals or special gases 
could add about a fifth to the amount 
of oil now considered ultimately recover¬ 
able from North Sea reservoirs. Signifi¬ 
cantly, BP is already carrying out enhanc¬ 
ed recovery experiments in onshore oil 
fields in the Midlands to see if processes 
can be adopted offshore. 

However, one of the most important 
areas for offshore technological develop¬ 
ment lies in the sphere of sub-sea well 
completions. These production systems, 


placed on tie seabed, >'H* be used ift : 
water depths of well over 3,0tiQ feet. Just 
as important, they e$n be used to exploit 
small fields or areas of reservoirs too re* 
mote to be tapped from the main produc¬ 
tion platforms. They can also be used to 
inject water to boost oil production 
rates. 

The fragility of the world oil market 
has taught producers that every drop of 
economically recoverable oil is precious. 
The big increases in oil prices have 
enabled the industry to develop and 
utilise bold new technology to exploit the 
hard-to-get oils. 

Source: Financial Times 


British Reserves Still 
Healthy 


As a result of substantial early repay¬ 
ment of foreign debts in September 
the UK’s official reserves of gold and 
foreign currencies fell by 654 million 
dollars from the record level in August. 
But at 27,637 million dollars the reserves 
remain at a very respectable level and 
in underlying terms (allowing for net 
repayment) there was an increase of 233 
million dollars. 

Figures released by the treasury on 
October 2 show that the most not¬ 
able Overseas Debt Repayment, which 
accounts for the September fall, was that 
of 900 million dollars, made ahead of 
schedule, of the 1.5 billion Euro-dollar 
loan originally raised by the Government 
in February 1977. It wa$ renegotiated in 
August 1978. This brings the total of 
that debt now repaid to 1150 million 
dollars. 

The continued underlying strength of 
the reserves in September (there was an 
increase of 213 million dollars in 
August) was accompanied by a further 
strengthening of sterling for most 
of the month. The pound opened 
September at a five-year high of 2.4026 
against the dollar and remained at 
around that level for the first two 
weeks. Although there was some nervous¬ 
ness about sterling the following week 


because of tlie _ 

rate moved up as the tensions between 
Iraq and Iran developed into war. The 
markets then quietened in the last few 
days of the month and the rate fell back 
to 2.3883, 

The rate against the Deutsche mark 
started September at 4.2877 and closed f 
at 4.3257 having risen to 4.3849 on the 
23rd. Measured on the so-called “Eflfcc* 
tive Index” which weighs the exchange 
value of sterling against a basket of major 
trading currencies, sterling started the 
month at 76.20 and closed at 75,97. 

Continuing its policy reducing Britain’s 
overseas debt, the Government has repaid 
5.7 billion dollars gross since taking 
office, three billion dollars of which re¬ 
presented early repayments. During 
September alone, the Government repaid 
one billion dollars. Net debt repayments 
(allowing for new borrowing) have 
amounted to 3.6 billion dollars. 


US Investment Abroad| 


Thu US direct investment abroad rose by ■>' 
15 per cent in 1979 following a 12 per y 
cent rise in 1978, according to preliminary J 
data from the Department of Commerce. 
The $24.8 billion increase, which com-, 
pares with a S 18.0 billion rise in direct : 
investment abroad during J978, was pri¬ 
marily the result of a large increase in 
reinvested earnings of incorporated foreign 
affiliates. Foreign affiliates are foreign ' 
business enterprise > having at least 10 per! : 
cent of the voting securities, or equivalent 
owned by a single US investor. The 
Department notes that direct investment: 
by the United States in foreign affiliated; 
in the petroleum industry rose by 23 per¬ 
cent, while investment in affiliates in * 
manufacturing and other industries in* 
creased by 13 pci cent. 

By country groups, US investment in 
foreign affiliates in industrial and othef 
developed countries rose by 14 per cent* 
or #J7.5 billion while investment in. 
affiliates in developing countries rose by 
18 per cent, or #7.4 billion. The 
Department of Commerce also reported ' 
that foreign direct investment in the 
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United States rose by 23 per cent in 
1979, following a similar increase in 1978 
and noted that in both years the increase 
Were twice as large as the average rise in 
the three preceding years. According to 
the Department, the major part of the 
89.8 billion increase in foreign direct in¬ 
vestment in the United States resulted 
from equity and intercompany account 
inflows, with only about one-third of the 
total representing reinvested earnings of 
incorporated US affiliates. 

IMF Suney 

Malaysia’s Cattle 
Industry Picking Up 

Malaysia's iivishock industry has had 
a significant growtli during the last uo 
decades. With a policy directed towards 
raising the income of the small farmers 
and also to increase ihe country’s meat, 
poultry and eggs requirements, the indus¬ 
try has expanded side b> side with the 
other industrial progress since indepen¬ 
dence. With a steady annual growth of 
six per cent the livestock industry’s cur¬ 
rent value stands at $890 million. By 
1990 it is expected to increase to about 
SI.6 billion. 

A sum of 8200 million was provided 
for livestock development under the Third 
Malaysia Plan (197t>-80) with emphasis 
on cattle rearing. During the last three 
years the Department of Veterinary Servi¬ 
ces of the Agricultural Ministry has 
undertaken massive importation of cattle 
from New Zealand and Australia. 

The cattle population in Peninsular 
Malaysia according to 1978 figure is 
428,270. Beef consumption is estimat¬ 
ed at equivalent to 139,772 animals of 
which 54,961 animal equivalents arc im¬ 
ported. This means that the country pro¬ 
duces only 61 per cent of the beef require¬ 
ments of 18.600 tonnes. Per capita con¬ 
sumption is expected to increase from 3 
to 3*5 kg or 114,500 tonnes in 1980. 

Malaysia will formulate a more dyna¬ 
mic programme to attain self-sufficiency 
in beef. She will have to import between 
10,000 to 15,000 heads of cattle annually 


to attain at least 14 per cent self-suffici¬ 
ency by 1990. 

Apart from large scale ranching run by 
government agencies and enterprising in¬ 
dividuals, the small farmers too are being 
exposed to cattle breeding. During the 
last three years some 10,400 heads of cat¬ 
tle and buffaloes were distributed to far¬ 
mers under a subsidy scheme. The intro¬ 
duction of the Milk Collecting Centres 
has encouraged active particiption of 
small farmers. By 1982 the division 
plans to establish about 34 milk collecting 
centres throughout the country costing 
844 million in addition to 18 centres al¬ 
ready operational. 

The basic concept of the centres as 
paitofthe integral national dairy deve¬ 
lopment programmes has been judiciously 
placed under the ‘package deal* concept 
which among other things lwe provided 
farmers a sure market and a fail price 
while at the same time providing them 
with various inputs. 

At the moment local milk production 
meets five per cent of Malaysia’s dairy re¬ 
quirements. The importation of dairy 
products cost the country over $180 mil¬ 
lion a year. A target to produce 20 per 
cent of the requirement has been set 
by 1990. To achieve this target the Go¬ 
vernment will have |o import more ani¬ 
mals and establish more milk collecting 
centres. 

Massive Import 

The massive importation of cattle has 
been an unprecedented, remarkable and 
unique undertaking by the Malaysian 
Government in the effort to establish its 
dairy industry. It ha<* enabled the country 
not only to produce the 4 quality of cattle 
needed but also has shortened the time 
towards self-sufficiency. 

Milk production this year is expected 
to increase from 13,640 litres to 19,320 
litres a day -equivalent to 2.75 per cent 
of local requirements. About 15,000 head 
of dairy cross-bred are envisaged to be 
imported every year. 

The Government has contracted agree¬ 
ment for the supply of 23,600 Friesian- 
Sahiwal dairy animals from Australia 
and New Zealand. Some 6,637 of these 
animals had already ap*ived and the rest 
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are expected to come before 1981-82. 
The importation of another 15,000 head ^ 
are being considered. 

By 1990 Malaysia is expected to have 
an additional 350,000 head of cattle. 
The Government plans to provide suffici¬ 
ent fodder supply from the development 
of the present existing fodder areas in the 
government and semi-government live¬ 
stock stations, gra?ing reserves, small 
holdings and estates. The exploitation of 
sources will provide an additional in¬ 
crease of some 6,350 tonnes of beef. The 
existing rubber small-holdings, palm oil 
and coconut estates totalling almost 1,214 
square kilometres can sustain about 
235,000 head of cattle. 

In addition it is estimated that five 
million tonnes of agricultural wastes and 
by-products are available as animal feed. 
However, Malaysia currently imports 
708,000 tonnes of feeds valued at $256 
million. 

Breeding is a vital factor in improving 
livestock production. Artificial insemina¬ 
tion has been introduced to improve the 
indigenous and other livestock in Malay¬ 
sia. The Government is considering to 
produce high quality semen from the 
bulls that will be subjected to selection 
and progeny testing Superior germ plasm 
from the countries in the region may also 
be imported to increase and improve the 
genetic pool of Malaysia’s livestock. 

An increasing number of staff and far¬ 
mers have undergone training in livestock 
development in the past few years. Their 
number increased from 788 in 1977 to 
1,046 in 1979 and it is anticipated that 
this figure will be trebled to include 
2,500 larmcrs m 1980, 

Source: Malaysian Digest 
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Control Ratios for 
Ascertaining Profitability 


The rate of return on capital is the key measure of efficiency. There 
are several techniques of measurinQ efficiency, interfirm and intrafirm 
comparisons of production, cost performance etc. The pyramid 
system of control ratios provides the basis for these comparisons. 
The aim is to give the management a diagnostic tool which throw 
light on>uch aspects as are otherwise left undetected. 


Thf success of a business undertaking 
is generally judged by the quantum of 
production of acceptable goods, content¬ 
ed labour force, expanding sales and 
a lasting goodwill. Though these are un¬ 
questioned desirable characteristics, yet 
Bteir existence separately or together is 
not a guarantee for the growth of an 
enterprise or its continued existence in 
ftiture. Thus, profitability remains as the 
only criterion on which we can rely and 
dick. In other words, a business enter¬ 
prise must generate profit and that also 
m continuity. Therefore, profitability 
becomes the primary aim and the best 
measure of efficiency in a competitive 
economy. Though the increased sales 
volume for a short period may show suc¬ 
cess but profits as such are meaningless 
Unless seen in the perspective of the 
Amount of capital invested in the busi¬ 
ness, which is named as the 'rate of 
return on capital*. 

In the long run, increased sales volume 
may prove a deceptive guidepost with¬ 
out considering adequate rate of return 
on capital. Real growth comes from the 
ability of the management to employ 
successfully additional capital at a satis¬ 
factory rate of return. Generally, capital 
gravitates towards the more profitable 
enterprises. The company that is merely 
expanding sales at a declining rate of 
return on capital employed will eventual¬ 
ly be unable to attract expansion at a 
later stage. It is desired that the profit 
turned by a business concern should be 
Able to give a fair return to shareholders, 
maintain adequate reserves for replace¬ 
ment of the assets even in inflationary 
conditions and leave a good impression 


of soundness of the undertaking amongst 
the creditors and shareholders and the 
general public at large. 

The rate of return on capital is the key 
measure of efficiency. It can be measur¬ 
ed from two angles—profit to sales per¬ 
centage and the sales to capital employed 
ratio. This indicates whether the low 
return on capital employed is due to 
either falling profit margins and/or low 
rate of asset turnover. The domestic and 
international inflationary trends, keen 
market competition within and outside 
the country and the price and income 
policies of different Governments leave 
very little profit without increasing pri¬ 
ces. If profit margins in relation to sales 
income have to assume a lower level, 
then how can earnings in relation to capi¬ 
tal expenditure be maintained? The last 
course open to us is by increasing the 
Tate of asset turnover’ i.e. incieasing pro¬ 
ductivity. 

The question arises ‘'why has the capital 
employed in the business not produced 
the desired level of sales?’* To ascertain 
this, a third tier of ratio is to be calcula¬ 
ted. This can be attained by splitting up 
the capital employed. 

Sales Sales 

Fixed assets Working capital 

1 he working-capital ratio can be fur¬ 
ther analysed into a third tier of cost- 
ratio: 

Production cost ' Selling cost 
SiST" and Sales 

Due to increasing pressure on profit 
margins, the percentage of profit to sales 
income will only be maintained if 
management is cost conscious and applies 


cost control and cost reduction measures. 

Subsequently, the question arises “In 
what ways can you use “control ratios to 
measure the efficiency of a business con¬ 
cern*’ ? There are several techniques such 
asintcr-firmand intra-firm comparisons of 
production, cost, performance and return 
at departments or group of products 
level. But, it should not be assumed too 
readily that a comparison of great accu¬ 
racy can be made amongst different com¬ 
panies, factories or divisions. Accounting 
data is notoriously incomparable due to 
variability of concepts, methods and tech¬ 
niques, though generally this does not 
apply to the same degree of comparison 
within a company from one period to 
another or over a number of years. 

The Pyramid systems of control ratios 
provides the basis for the inter-firm com¬ 
parisons made by the Centre for Inter¬ 
firm Comparisons (IFO) and a number of 
trade associations in Britain. After 
standardising the accounting data of the 
firms participating in the comparison, 
the 1FC calculates the control ratios for 
each firm. The ratios are then tabulated 
and circulated to the participating firms 
with the Centre’s observations. It is not 
the object of these comparisons to 
arrive at general conclusions about the 
individual industry. The aim is to give 
the top management of each individual 
firm a diagnostic tool which throws light 
on aspects otherwise left undetected, 
weaknesses in the firm's policy and per¬ 
formance, and indicates the direction in 
which remedial action should be taken. 

Attempts to improve the return on 
capital employed naturally leads to the 
question of what should be regarded as 
a standard return. The establishment of a 
standard is a controversional matter and 
requires careful judgement. Important 
factors to be considered include: 

(1) The return of other companies in 
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the sa^imh^y, pMtictffiqy some of the. 

iraore successful ones; 

* (2) The return of some successful com¬ 
panies in other industries; 

(3) The position of the company in the 
industry and the competitive nature of 
the industry; 

(4) The likelihood of new companies 
being attracted towards the industry by 
present high returns; 

(5) The risk and uncertainly faced by 
the industry; and 

(6) The return considered reasonable 
by crucial outsiders, e.g., trade unions, 

; potential competitors, the prices and 
incomes boards and the public. 

These, factors reveal that a standard 
rate of return cannot be applied uniform¬ 
ly to all companies. 

Return on capital employed is an im¬ 
perfect tool which must be interpreted 
against the background of the circums¬ 
tances of each individual case. Although 
useful for the appraisal of long-term 
performance, profit-potentialities and 
long-term plans, standard rates of return 
. may not be a useful criterion for measur- 
I ing “short-term” performance. 

A standard rate of return could be 
formulated by the preparation of a busi¬ 
ness plan covering the normal cycle, say, 
five years and reflecting the cyclical nature 
of earnings. The forecast rate of return 


in this plan could becosgt the standard 
for the period. This method would over¬ 
come many of the accounting difficulties 
of setting a standard”, such as difference in 
the age of assets. It would also take into 
consideration such factors as the competi¬ 
tive position of the company, the cyclical 
nature of the industry, the risk and un¬ 
certainty faced by the industry, and the 
planned expansion of the company. Alter¬ 
natively, the long-term plan may be based 
on objectives set by the business concern. 

The basic steps io^Jbis type of long- 
range strategic planning are; 

(1) What kind of business should the 
company be in and wbat should the per¬ 
formance objectives be? 

What should be the economic mission 
of the business concern? 

(2) For example, the performance ob¬ 
jectives may be: 

Return on capital employed 
Short-term 12 per cent 
Long-term goal 18 per cent 
Sales Growth Rate 

Short-term 6 per cent 

Long-term goal 15 per cent 

The long-run sales growth objectives of 
the company may give rise to a sales gap 
and the management mnst determine 
its strategy to close up that gap. If 
management changes its day-to-daiy ope¬ 
rating strategy then fell-off in the rate of 


Export Potential of Arecanut 

Arecanut, tha author baliavas, has graat potanfialitiaa for growth 
and oxport. He suggests ways and maans by which tha Cantral and 
Stats Govarnmsnts can halp in atrangthaning its bass and strsamlinlng 
tha devolopmant effort of the crop. 


Arecanut may be counted among the 
important commercial crops of India. 
It has assumed a significant place due 
to its important role in the religious, 
social and cultural life of our people. 
A big segment of the population con¬ 
sumes it in the form of chewing with, 
betel leaves and limes and to many of 
them it is a habit. 

India ranks first in the world as a 
producer of arecanut, Sri Lanka and 
Bangladesh occupying second and third 
places among the major producing coun¬ 
tries of the world. 

India also tanks first in area under. 


arecanut plantation in the world. The 
total area covered by the crop is 175,000 
hectares having an annual production 
of 1,70,000 tonnes. Arecanut is also an 
important foreign exchange earner, ex¬ 
ported to over 10 countries of the world 
and provides employment to nearly four 
million people. 

India accounts for nearly 60 per cent 
of the total world production of arecanut. 
In spite of the fact that a major part of 
the total production is consumed in the 
domestic market, a later study reveals 
that even the remaining quantity avail¬ 
able for export is sufficient to cater for 


growth ofexisfing 
and the company must enter 
if it is to continue to grow. To achieve 
the desired rate of growth and filLthd ggtg* 
the business concern must change its. 
product-market scope; 

— Existing products in new markets; 

— New products in existing markets;; 

— New products in new markets. 


Profitability of a business undertaking 'i 
can be ascertained by rate of return which / 
can be determined by applying controlled • 
ratios on individual or group basis. The,' 
inter-firm comparison is an ‘Information 
Flow System’ which keeps every business > 
enterprise alert in its working and per¬ 
formance. The strategy of the competi- 
tors can be ascertained and the adverse. 
effects of cut-throat competition and*, 
practices of foul play can be stopped and 
converted into an aid for mutual benefit ; 
to each other. There can be policy deci¬ 
sion on one price at different points of 
distribution so that the consumers all over; 
the area pay the same price. There can he ; 
demarcation of the areas for the distribu¬ 
tion of products or group of products.; ' 
Similarly, there can be group policies for,’’ 
sales promotion. This wilt eliminate un«. 
due duplication and wastage for adver¬ 
tisement. The controlled ratios will bc A. 
positive effort in increasing the profit 
the concern. , *$j 


Dr Badar Alam Iqbal 

the needs of a substantial number o$| 
arecanut consuming countries. 

Though the above analysis indtcat&i| 
its significance a proper strategy of if$;| 
development can be adopted only hffef'3 
finding out some other relevent fedf 
regarding this commercial crop. A study! 
in the trend of acreage under cultivatlp#$ 
is not sufficient index for the formulatfp$i| 
of the policies and strategy of the develop** 
ment of any kind of crop; what is equally! 
important here is to enquire into 
trends in production, productivity, coa^$ 
sumption and the composition of export.;.:’ 
component in the world market as wefl; 
as its place in the domestic market. \ f ■ 

# 1 , i f , 

The important producing States ate,.?. 
Kerala, Karnataka and Assam. These * 
three States alone account for nearly gOj.i 



fter cent ort&e total area and production. 
It is also cultivated to*a small extent in 
* certain areas of West Bengal, Tamil Nadu 
‘ Maharashtra, Andhra Pradesh, Meghalaya 
and Goa. 

I Trends in area under arecanut planta- 
c ' tion, production and productivity in India 
between 1960-61 and 1977-78 can be 
observed from the Table I. 

From Table I it can be seen that 
area under arecanut plantation has incre¬ 
ased from 112,150 hectares in 1960-61 
to 180,000 hectares in 1978-79 an in¬ 
crease of more than 60 per cent. 

, Similarly the production has gone up to 
174,000 tonnes in 1978-79 from 95,000 
tonnes in 1960-61, a rise of more than 84 
per cent during the period under review. 
\ As the rate of increase in the area is less 
than the rate of increase in production, it 
is evident that there has been an increase 
i in productivity per hectare. Production 
has been rising at the rate of more than 
, four per cent a year, whereas the area 
under cultivation of arecanut has been 
going up by nearly 3.3 per cent a year, 
s, It is evident after having analysed the 
data given in Table 1 that the increase 


Table I 

Area; Production and Productivity of 
Arecanut: 61 to 1978-79 

Year 

Area 

(’000 

Hect- 

tares) 

Produc¬ 
tion (’000 
tonnes) 

Producti¬ 
vity (Kgs 
per Hect¬ 
are) 

1960-61 

112.1 

95.2 

804 

1962-63 

115.1 

98.1 

805 

1864-65 

122 4 

116.4 

904 

1966-67 

142.1 

117.1 

802 

1968-69 

153.7 

139.1 

900 

1970-71 

160.8 

141.1 

870 

1972-73 

174.2 

150.5 

806 

1973-74 

184.5 

167.4 

900 

1974-75 

187.4 

169.4 

901 

! 1975-76 

193.2 

166.1 

800 

■ 1976-77 

171.0 

165.0 

906 

1977-78 

175.0 

170.0 

907 

1978-79 

180.0 

174.5 

920 

Source : Directorate of Arecanut Deve¬ 
lopment, Calicut. 
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ia production isnotonfy tfeereidh of 
larger acreage cultivation but it is also 
due to increase in productivity per hec¬ 
tare. The yield per hectare in 1960-61 
was the order of 804 kgs per hectare, 
while in 1977-78 the yield per hectare 
rose to 907 kgs indicating an overall rise 
of more than 12 per cent during the 
same period. 

The overall domestic consumption of 
arecanut is showing ah upward trend. 
In 1960-61, its consumption was 10,510 
tonnes, while the national consumption 
for the year 1970-71 was 1,40,748 tonnes; 
in 1978-79 it rose to 1,70,200 tonnes. 
The overall average per capita consump¬ 
tion of betel nut in India is projected to be 
0.33 kg which is not much different than 
what it was in 1960-61. In Kerala it is 
0.67 kg and in Karnataka 0.66 kg Among 
the cities, Delhi, Nagpur, Varanasi and 
Allahabad are most important consuming 
markets. Table II shows trends in inter¬ 
nal consumption of arecanut between 
1960-61 and 1978-79. 

India entered the international market 
in a concerted manner for the first time 
in 1957-58. Since then our arecanut ex¬ 
ports have been rising considerably. Table 
HI shows the trends in India’s arecanut 
exports from 1957-58 to 1978-79. 

Export Performance 

It is clear from Table III that quan¬ 
tity exported went up to 580 tonnes in 

1978- 79 from 199 tonnes in 1957-58, in¬ 
dicating an overall rise of more than 
205 per cent. Similarly, the value earned 
increased from Rs 0.09 crores in 1957-58 
to Rs 0.79 crores in 5978-79, an over all 
increase of more than 8800 per cent. It 
is estimated that the earnings from are¬ 
canut will go up to Rs 1 crore during 

1979- 80. The table further shows that 
the rate of increase in earnings is much 
higher than the rate of increase in the 
quantity exported. This is because of 
the higher price realisation of arecanut in 
the world market in the recent past. 

Exports of arecanut have been further 
analysed in terms of its share in the total 
export earnings of the country. Table 
IV indicates the percentage share of are¬ 
canut in India's total export earning bet¬ 
ween 1957-58 to 1977-78. 

Table IV indicates that export earn- 
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ia$lfan by 

more than 791 per cent between 1957-58 
and 1978-79, while the earnings from are¬ 
canut exports have gone up, by a much 
wider margin. The table further indicates 
that the share of arecanut exports in 
India’s total exports has gone down margi¬ 
nally i.e, from 0.014 per cent in 1957-58 
to 0.013 per cent in 1978-79 i.e. a decline 
of .01 per cent. Ibis leads to a conclusion 
that this commercial crop is not getting 
due attention from the Government. 

Main Markets 

Indian arecanut is exported to over 10 
countries of the world. The main impor¬ 
ters are Nepal, the UK, Saudi Arbia, 
Kenya, Singapore and Aden. Nepal is 
the largest buyer of Indian arecanut, fol¬ 
lowed by the UK, Saudi Arabia and Singa¬ 
pore. In these countries arecanut chewing 
with betel leaves and lime has become 
a habit with some people and a luxury for 
many. 

Although there is extension in the area 
of arecanut, increase in production, as 
well as productivity, our exports share in 
the world market is not satisfactory. Sri 
Lanka controls about 30 per cent of the 
total world export of arecanut. The main 
reasons for low volumes of exports 
seem to be higher demand in domestic 


Table II 

Trends in Domestic Consumption of 
Arecanut 

Year 

Consumption 

(Tonnes) 

1960-61 

10,510 

1968-69 

1,39,362 

1969-70 

1,37,594 

1971-72 

1,50,298 

1973-74 

1,66,994 

1975-76 

1,65,540 

1977-78 

1,69,420 

1978-79 

1,70,200 

Source : Directorate of Arecanut Devc- 

lopment, Calicut. 







marjcct f higjier taxation affecting the cost 
of production and insufficient publicity. 
Although* these factors have been engag¬ 
ing the attention of the Government 
adequate measures have not been taken to 
overcome them. We also do not have 
adequate propaganda machinery for 
export promotion of arecanut as compared 
to other producing countries. 

Since production has reached a state 
of self-sufficiency, development activities 
should be confined to increase the unit- 
yfield by intensive cultivation. Inter and 


Table III 

Arecanut Exports Between 1957-58 and 
1978-79 

Year 

Quantity 

Value Earn- 


exported 

ed (in Rs 


(tonnes) 

crores) 

1957-58 

199 

0.09 

1959-60 

200 

0.12 

1964-65 

210 

0.14 

1966-67 

210 

0.15 

1970-71 

220 

0.20 

1975-76 

560 

0.66 

1977-78 

520 

0.68 

1978-79 

580 

0.79 

Source : 

Directorate of Arecanut, 
Calicut. 


mixed cropping practice in arecanut gard- 
dens should be encouraged. Investigations 
should be made to find other uses for 
arecanut besides chewing. The Govern¬ 
ment should not only assist the arecanut 
financially but should also encourage the 
establishment of small market units by 
providing incentive to the cultivators. 
There is also need for stabilising 
arecanut exports to the traditional markets, 
and simultaneously cultivate new ones. 

In order to increase production further 
the erstwhile Indian Central Arecanut 
Committee had established a Central 
Arecanut Research Station at Vittal, 
South Kanara, Karnataka State and a 
series of regional research stations in 
Kerala, Karnataka, Assam and West Ben¬ 
gal. The regional arecanut research sta¬ 
tion functioning at Thirthahalli under the 
administrative control of Karnataka 
Government was also sponsored and partly 
financed by the committee. Added to 



this the various measures 'proposed fdr 
the purpose are distribution of ferti¬ 
lisers and plant protection materials, issue 
of loans for digging wells for irrigation 
purposes and purchase of pump sets etc. 
and raising and distributing quality 
seedlings for under-planting in the existing 
gardens. 

Thus, to meet the increasing demand of 
quality seedlings, a network of nurseries 
has been established in all arecanut pro¬ 
ducing States. To demonstrate improved 
methods of its cultivation to the growers, 
demonstration plots have also been laid 
out in suitable centres. 

Apart from distribution of quality seed¬ 
lings, the Central and egional esearch 
stations undertake fundamental and ap¬ 
plied research in Botany, Physiology, 
Agronomy, pests and diseases of the crop. 

To find out ways and means for utilising 
arecanut and its by-products for industrial 
and other purposes, researches have been 
undertaken by the various institutes and 
universities in the cquntry. Technological 
Research Institute, Karnataka, has deve¬ 
loped a new technique by which the fresh 
ripe fruits can be preserved with standard 
preservatives for a sufficiently long time. 
The preserved nuts retain the original 
colour and the kernel is also seen to re¬ 
tain its freshness. A boiler-cum-dricr for 
drying arecanut has been devised. 


Pilot trials conducted have shown that 
fat, alcohal etc, can be extracted and pro¬ 
ducts such as chewing gum, tooth paste 
etc, can be prepared tfrom arecanut kernel. 
The liquid obtained jnehUe boiling tender 
nuts ‘Kali' may be utilised for tanning 
leather. Hard board wrapping paper and 
cushioning material can also be made out 
of arecanut husk. Arecanut leafsheath 
can be used for making gin washes, pack¬ 
ing cases, soles and heals in shoe making. 
Arecanut husk is an excellent poultry 
litter. 

A new high-yielding variety known as 
‘Mangal a’ introduced from China 
has been developed and the same has been 
released from the Central Plantation 
Crops Research Inititute’s regional sta¬ 
tion at Vittal, South Kanara for growing 
the arecanut. Besides being an early 
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bearer, the above variety gives #0 £er,<seat: 
more yield than that of the best local Ones. 

Financial assistance is offered by the 
National Cooperative Development Cor¬ 
poration in collaboration with the State 
Governments to meet the cost of manage* 
ment of the marketing cooperatives of ■' 
arecanut in all important regions of pro* 
duction during the initial period. Tfaerej 
are 26 marketing cooperatives of arecanut 
located in the States of Kerala, Karnataka 
Tamil Nadu, Maharashtra, West Bengal 
and Goa. 

Regulated markets have been deve¬ 
loped in the important assembling centres ; 
in Karnataka, Kerala and Goa under the 
Agricultural Produce Market Act. There 


Table IV 

Value of Arecanut Exports Daring 
1957-58 and 1978-79 


Total ex- 

Value of 

% to 

Year 

port 

arecanut 

Total 


earnings 

exports 

export* 


(Rs crores) 

(Rs crores) | 

1957-58 

642.8 

0,09 

0.0l4i 

1959-60 

622.7 

0.12 

6.019 

1964-65 

803.4 

0.14 

0.017 

1966-67 

1156.5 

0.15 

0.012 

1970-71 

1535.0 

0.20 

0.013 

1975-76 

4042.8 

,0.53 

0.013 

1977-78 

5373.6 

0.68 

0.011 

1978-79 

5725.0 

0.79 

0.013 ' 

Source : 

Same as Tabic 111 



are 21 regulated markets in Karnataka* 6 
in Kerala and 2 in Goa for handling the j 
crops. These markets also collect and,: 
disseminated market intelligence for fhib 
benefit of growers and traders. 

Propaganda materials like bulletins*^ 
leaflets, pamphlets, charts and posters on 
the improved technique of cultivation) 
should be based on the result of rcsearchos^ 
selection of seed materials, control of 
pests and diseases, market price of thjjj 
important trade varieties in the country && 
well as outside the country and other 
matters of general importance to ihe 
grower should be brought out and distri¬ 
buted amongst the farmers in all the im¬ 
portant producing areas of the country, 1 
Added to this, at the various exhibitions/ 
fairs etc. the techniques of improved agri¬ 
cultural practices should be explained tp 
the growers. 
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I focus on Industry 

Slow Growth of Woollens 


> In spite of the Government’s libera¬ 
lised import policy for basic raw 
materials there has been subdued acti¬ 
vity in the woollen industry during 1979, 
Compared to 1978 the production of 
I tops during 1979 registered a decline to 
11.6 million kgs from 13.8 million kgs. 
Worsted yarn output declined to 10.5 
million kgs from 12.5 million kgs, wool¬ 
len yarn to 18.3 million kgs from 19.3 
million kgs and woollen fabrics to 22.2 
million metres as compared to 25.7 
million metres. There was also a decline 
: in the production of knitted goods to 
7.5 million kgs from 8.5 million kgs. 
Even hand-made carpets registered a 
decline to 3.36 million sq. metres as 
compared to 3.86 million sq metres dur¬ 
ing the previous year. 

Woollen textile industry consists of 
the organised sector as well as the decen- 
; tralised sector. The organised sector 
mainly has woollen spinning units, 
composite units, woollen combing units 
and some capacity for machine-made car¬ 
pets. The decentralised sector covers 
hosiery, powerlooms, handJooms and 
hand knitted carpet units. 

Decline in Exports 

Overall exports of this industry regis¬ 
tered a decline during 1979-80 to Rs 77 
, crores as compared to Rs 111.5 crores 
during the previous year. The main 
. reason for the decline was the drop of 
hand-made carpets to Rs 45.6 crores as 
compared to Rs 81.2 crores during the 
earlier year. Export of woollen hosiery 
goods was more or less maintained at Rs 
f 25 crores. Export of woollen fabrics and 
, readymade garments, mostly to General 
Currency Area Countries, indicated mar¬ 
ginal improvement to Rs 3.2 crores as 
compared to Rs 2.6 crores. There was 
some decline in the export of woollen 
blankets to Rs 2.3 crores as compared 
1 to Rs 3.7 crores during the earlier year. 

The subdued performance of the in- 
l dustry can be attributed to a riumber of 
< factors, according to Mr B.M. Grover, 
^ Chairman, Indian Woollen Mills Federa* 
, tion. Before 1977 the worsted industry 
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was fairly established in the suiting line 
but as a result of the Government’s 
multifibre policy and free import of wool, 
all textile industries encroached on this 
field and tried to cater for the requirement 
of cheaper goods for the consumers. 
Because of high consumer resistance 
there was some curtailment in production 
of the woollen units'." 


units have been allowed to diversify their 
production to semi-worsted carpet yarn 
to improve the quality of our carpets and 
thereby increase both the volume and 
the value of carpet exports. After the 
setback of 1979-80, the carpet exports 
are showing distinct signs of improve¬ 
ment in the current year. If the present 
trend continues, carpet exports this year 
may touch the figure of Rs 125 crores. 


Raw Materials Problem 

Mr P.K. Kaul, Sdbretary, Ministry of 
Commerce, has stated that the problem of 
raw materials had been solved as the 
Government had placed the imports of 
wool and rags and polyester on Open 
General Licence. The worsted and 
shoddy sectors are still relying almost 
exclusively on imports to meet the re¬ 
quirement of raw material. In the past 
such imports bad been subjected to 
strict quantitative limits. Substantial in¬ 
digenous capacity for acrylic fibre has 
also gone on stream. Thus, one of the 
major impediments faced by the woollen 
industry regarding the availability of 
fibre has been removed, he stated. 

The liberalised import policy for raw 
material has been matched with liberalis¬ 
ed policy with regard to capacity. So in 
November, 1979, spinning in all the three 
sectors of woollen industry was delicen- 
sed upto 1201) spindles in respect of 
Government companies and cooperative 
mills. The Government noted that these 
decisions with reglrtl to additional capa¬ 
city in woollen industry did not fully 
meet the expectation of the industry as 
the private sector mills were given the 
limited facility of expanding the existing 
woollen and worsted units to a capa¬ 
city of 1200 spindles. Even this conces¬ 
sion was not extended to the shoddy 
sector. The Government is actively con¬ 
sidering further liberalisation to facilitate 
a better product mix, matching of con¬ 
sumer preferences and encouraging cost 
reduction, said Mr Kaul. 

The Government has recently announc¬ 
ed a number of metres to improve via¬ 
bility of the woollen industry. Woollen 
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Mr Grover pointed out that before 
the budget for 1977-78, polyester and 
wool fabric could hold its ground in 
competition with polyester and cotton 
fabric having due regard to the difference 
in quality, style and acceptability in the 
home market. The disparity between 
the cotton and the woollen industry 
had been giowing for quite some time 
but it has become substantial during 
the last few years. For the last three 
years the woollen industry has been re¬ 
peatedly representing to the Government 
about its excessive burden of import and 
excise duties resulting to an adverse effect 
on the marketing of its products. 

Tax Burden 

A sizeable duty burden on wool and poly¬ 
ester goods was imposed during 1977-78 
budget while no such duty was imposed 
on the comparable products from other 
sectors of the textile industry. This made 
the products of the woollen industry com¬ 
pletely uncompetitive in the common 
domestic market. A fiat additional lev} 
of five per cent on the basic duty was 
imposed in 1978-79 and a further special 
levy of 10 per cent during October 1978 
to meet the liabilities arising out of re¬ 
laxation in the controlled cloth obliga¬ 
tions of the cotton textile industry. The 
cumulative effect of all these levies result¬ 
ed in the duty content per metre of 55/45 
polyester/wool fabric going up substan¬ 
tially as against the modest rise in case of 
67/33 polyester/cotton fabric. It is, thus 
this tax parity which substantially dis¬ 
turbed the domestic market for both these 
classes of fabrics and the woollen fabrics 
began to face severe consumer resistance 




become veiy costly and haye gone beyond costs, this would necessitate \mot oV4* 


add consequent curtailment df produc¬ 
tion. 

As a result of this industry's persistent 
representations the duty on imported wool 
was reduced from 75 per cent ad valorem 
to 45 per cent ad valorem with effect 
from July 1979. While the industry was 
happy that Government had at long last 
given some consideration to its represen¬ 
tations for lessening the burden on its 
products, its hopes were completely frus¬ 
trated because the concession in wool 
duty was more than made up by corres¬ 
ponding rise in the duty on tops as well 
as on the fabrics. The woollen industry 
was further surprised that it was 
subjected to another increase of five 
per cent of special duty during the cur¬ 
rent budget along with other industrial 
units entire range of products. This 
meant pushing the woollen industry fur¬ 
ther towards the process of dislocation. 
The products of the woollen industry have 


the reach of the common consumer. 

Mr Kaul admitted that the high inci¬ 
dence of excise duty on woollen products 
had undoubtedly caused considerable de¬ 
mand recession. This calls for moder¬ 
nisation leading to reduction in costs and 
there is also scope for reduction in trade 
margins from wholesale to retail levels, he 
added. In this context an assessment 
made by the Textile Commissioner has 
also indicated the need for renovation 
and replacement of machinery in different 
sectors of the woollen industry. Apart 
from physical ageing, the machinery in 
the woollen industry also suffers from 
technological obsolescence. Bulk of the 
production, be it carpet or hosiery, caters 
for the export market, where changes in 
fashion and the need for fast moving in¬ 
ventories calls for greater mechanisation. 
Our products can remain competitive only 
if they are comparable in quality and 


emerging new machinery. ;" 

Mr Kaul pointed out that two con- 
straints had been identified as responsible 
for slow pace of modernisation of the 
woollen industry. First, it is still out¬ 
side the purview of the soft loan window; J 
of IDBf scheme of modernisation* •' 
Second, the indigenous capability Of; 
manufacturing machinery required by the ■ 
woollen indusiry is almost non existent 
Most of the machinery continues to be 
imported at heavy costs. While import 
of machinery is being permitted under the ■ 
import policy, there is a heavy incid¬ 
ence of import duty on such machine#. 
The Indian Woollen Mills Federation has 
been asked to identify the items of mac¬ 
hinery in respect of which reduction in 
import duties is considered desirable. On ■ 
receiving their report, the matter will be 
taken up further. 

Hardev Singh 






ONCE BUILT LASTS EVER 

USE 

FOR ALL CONSTRUCTION WORKS 
BJM CHETAK IRAND CEMENT 


t 

ft 


L. 


Birla Cement Works 

P.O. Cement Factory—312 021, 
CHITTORGARH (Raj.) 


Gram: CEMENT 


Phone : 66 & 67 




OCTOBER 10, 1980 


869 



Chairman'* Speech 

/ 





STANDARD MOTOR PRODUCTS OF INDIA LIMITED 

Regd. Office: 134 MOUNT ROAD MADRAS 600002 



Speech delivered by Mr K V Srinivasan, Chairman, presiding 
over the Thirtyfirst Annual General Meeting of the Company 
on Monday the 29th September 1980. 


Friends, 

I welcome you all to the 
Thirtyfirst Annual General 
Meeting. 

2. The Accounts and the 
Directors’ Report for the 
period ended 30th June 1980 
have been circulated to you. 
and I take them as read. 

3. Five years ago, a deli 
berate shift in product policy 
with greater accent on the 
production of diesel “Stan- 
dard-20”s was initiated by 
the Jate Chairman Mr K. 
Gopatakrishna. That this 
policy has been an overwhel¬ 
ming success is revealed from 
the fact that within this span 
of 5 years all the carry-for¬ 
ward losses have been wiped 
out and the Company has 
been able to commence pay¬ 
ment of arrears of cumulative 
Preference Dividend A word 
of praise to the Management 
and executive cadre, workers 
and the trade union is not 
out of place here. Had it not 
been for their efforts and 
CO-operation to develop a 
diesel engine within a short 
Span of 9 months, which in¬ 
cidentally is a record by any 
Standards, and subsequently 
productionise it successfully, 
all this would not have been 
possible. It is heartening to 
note that the morale of all 
cadres of the Company con¬ 
tinues to be very high, and 
we face the ensuing decade 
with confidence* Our ability 
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to innovate and produce 
goods which have found ready 
acceptance in the Indian 
market and have commenced 
making in-roads in the ex¬ 
export markets as well has 
been proved beyond doubt. 
U is with this background 
that our next five year plan 
has been drawn which en¬ 
visages substantial growth. 

4. In the transport sector, 
the very nature and character 
of planning—whether in the 
near or in the long term—has 
altered. Road transport con¬ 
tinues to be an essential 
feature of modern life despite 
the energy crisis. With grow¬ 
ing population and with the 
Government’s avowed policy 
towards rural development, 
there is no alternative to road 
transport which can serve the 
hinterland. At least in the 
foreseeable future, road trans¬ 
port is wholly dependent 
upon oil as the source of 
energy. Oil is now a limited 
resource and it is, therefore, 
essential that it is not squan¬ 
dered by indiscriminate use. 
Recognising this, the oil sup¬ 
ply policy should be such as 
to ensure that the needs of 
road transport are fully nut. 
Policy development on 
Governmental level should, 
therefore, aim at two simul¬ 
taneous objectives. On the 
one hand, the use of diesel 
as fuel must be confined ' to 
areas of essential national im¬ 


portance consistent with its 
economy in applications, like 
agriculture, commercial trans¬ 
port etc. 

Correspondingly, waysmusi 
be devised to encourage the 
use of petrol as a fuel in 
areas where it will be demons¬ 
trably in national interest 
and, also economically feasi¬ 
ble. 

5. I am confident that given 
the proper infrastructural 
development and envisaged 
growth oi the economy, the 


Company will be able to meet 
the challenges posed by the 
future and grow from strength 
to strength. 

6, The Industrial Develop¬ 
ment Bank of India and the 
Indian Overseas Bank have 
continued to give us their ready 
support, and l would like to 
place on record our most 
sincere thanks to them. 

Note: This does not purport 
to be the record of the pro¬ 
ceedings of the Annual General 
Meeting , 
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'STATE OF THE 
ECONOMY 


US Countervailing 
Duty Dropped 

; The US international Trade 
, Commission has ruled that 
no subsidies are being given 
\ by India on its textile ex- 
f ports and therefore, the coun¬ 
tervailing duties imposed by 
the US on them are not 
justified. Accordingly these 
duties, which ranged from 2.5 
per cent to 15 per cent, have 
been withdrawn and the 
Indian exporters, who had 
made deposits from June 26 
onwards would get back their 
money. The ruling was given 
by the Commission on Sep¬ 
tember 26. 

This information was given 
to newsmen recently bv the 
1 US Counsellor lot Economic 
Affairs, Mr Martin G. Heflin. 
In terms of this decision, Mr 
Heflin explained, all the tex¬ 
tile cargo held up at various 
American ports would be 
cleared soon. 

In the case of industrial 
fasteners and iron castings 
which include manhole co¬ 
vers, it has been found that 
subsidies are being given by 
the Indian Government. On 
fasteners, a countervailing 
duty of the order of per 
cent was imposed, while iron 
castings were being subjected 
to a duly of 21.75 per cent. 

Purchase Advisory 
Council 

The Union Government has 
set up a non-official purchase 
advisory council with a view 
to making the Central Purchase 
Organisation more effective 
and responsive to the in¬ 
dustrial and trading com¬ 
munity. The council is chaired 
by the Union Minister for 
Supply and Rehabilitation and 
comprises members from 
representatives bodies of trade 
and industry, major indenting 
departments of the Governs 


ment and a few members 
from States and Parliament. 

Announcing this recently 
at a workshop on Govern¬ 
ment purchase policy organi¬ 
sed by the All-India Govern¬ 
ment Suppliers Association, 
Information and Broadcasting 
Minister, Mr Vasant Sathe said 
the Government has accepted 
the most important recem : 
mendations of the various 
committees that reviewed the 
performance of the Central 
Purchase Organisation in the 
past. 

He said during 1979-80 out 
of total purchases of Rs 
1.013.57 crorg ordrs worth Rs 
121.79 crorc were placed with 
the small scale-sector. Even 
this figure did not reflect the 
true picture of the share of 
small units because total pur¬ 
chases included the traditio¬ 
nally large scale items, such 
as cement,petroleum products, 
jute and automobiles which 
account for a major portion 
of purchases. 

Import of Gas 
Cylinders 

The ban imposed on the 
import of gas cylinders except 
LPG has been lifted. It has 
also been decided to remove 
restrictions on the import oT 
high strength glass fibre, fabric 
and rovings. While removing 
restrictions on the import of 
electrolytic capacitors up to 
350V, the Government has 
enlarged the description of 
486 (5)fi) in the list of restric¬ 
ted items. The amended form 
is: “Electrolytic capacitors 
of rating not exceeding 50V 
with value up to 10,000 mfd., 
and above 50 V and up to 
450 with value 2,000 mfd “ 
The entry 486(4) will now 
read: “Coupling capacitors 
(components of powerline 
equipment)." 

All these amendments in 
the current year's import 


jtoHiy are effective ' from 
October 1; 

Export of Sulphur 
Banned 

. The Union Government has 
banned the export of sulphur 
with effect from October 1. 
The ban has been imposed 
due to the shortage of this 
important raw material tn 
the domestic market. A noti¬ 
fication to this effect was 
issued by the Chief Controller 
of Imports and Exports. 

Nairobi Fair 

An Indian engineering trade 
fair is being held at Nairobi 
next yearwith the participation 
of over 100 Indian companies 
to expose their capability and 
expertise. The Chairman ol 
the Engineering Export Pro¬ 
motion Council (EFPC), 
Mr Ghanshyam Das Shah, 
told a press conference recently 
that Nairobi was chosen as 
the venue for the weeklong 
fair because it was the gate¬ 
way to Africa. In addition to 
capital goods like railway 
wagon, cotton ginning and oil 
extraction machinery, many 
consumer durables will also 
be exhibited which are for 
the domestic use, he said. 
Indian exporters were not 
worried by Kenyan import 
restrictions because the coun¬ 
try needed engineering goods 
to build up industries and to 
produce durable consumer 
goods. These have to be im¬ 
ported until legal cap? city 
could be built up. he added. 

Duty Drawback 
Rates 

The Government has raised 
the duty drawback rates for 
printing paper, advertising 
materials, textile yarn and 
thread twine, cord and rope 
made of spun yarn, playing 
cards, hides and skins and 
plywood panels. The rates, 
which are effective since 
September 19, are higher 
than the ones announced 
last year. 

The duty drawback rates 
of engineering products, steel 
pipes and tubes, industrial 
machinery and equipment, 
power generating machinery, 
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non-fetWufc metal ■, 

glass and glassware/asbestos ' 
products, umbrellas and fit¬ 
tings, have also been raised. 

Cable Plant in 
Nigeria 

A plant for the manufacturer^; 
of various types or cables arid'K 
conductors will .soon be set " 
up at Bauchi, State of Bauchi, 'S 
Nigeria. A preliminary agree* 
menf to this effect (in acco*> 
dance with the guidelines for 
joint ventures abroad, issued . : i! 
by the Government of India) 
was signed recenly by Mr 
S ; Peer Mohammed, Mafia*, 
ging Director, The Aluminum) -i 
Industries Limited, Kundara, 
and AUuiji M.D. Abubakar; v 
Minister, State Government ! 
of Bauchi. Both the Govern* :’, 
ment of India and the Federal ^ 
Government in Nigeria are j 
being approached to accord^ 
their approval to the pro*-/; 
posed joint venture. 

The new company, whifij£$ 
will be known by the namg:#fj| 
Aiind Nigeria Limited Wttfef 
be floated, 75 per cent 
the share capital being contro l; 
billed by the State Covet nmefiS$ 
of Bauchi and the Battqhff 
State Investment and 
perty Development Cpmpah^/J; 
Ltd (a quasi Government? 
body) and 25 per cent by, 
Aluminium Industries Limited, ,J; 
The total capital employed for f 
this project will be npproxk! 
mately Rs 5 crorcs. , r | 
ALIND will set up iheprojefifcf 
on & turnkey basis, supply*^ 
ing plant and machinery, doing5 
the erection and commissiong, 
training personnel and im- 
parting technical know-how^ 
Over and above all 
ALIND will, also, manage* 
the operations of the 
company for an initial periofe 4 
of fi\e vears. ,V3 ’ 

‘ * 1/1 

The project will involve 
export of Rs 150 lakhs of woftfa^ 
machinery and equipment from 
India. Commercial productifiti!;] 
of the new plant is expected 
to begin early in 1982!#) 
ALIND secured this Nigerian,; 
contract against severe^ 
international competition, and] 
after the Nigerian officials had 
held discussions with variow 
competing firms. Two factbtBj 

l 
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which presumably tilted the 
scales in ALIND’s favour 
were* (I) The technology 
ofTercd by ALIND was more 
suited to conditions m Nigena, 
and (2) ALIND was the only 
firm to offer machinery, know¬ 
how and consultancy from 
one single source 

Rupee-Pound Rate 

The Reserve Bank of India 
on September 29 announced 
an upward revision of the 
rupee by 0 54 per cent in rela¬ 
tion to pound‘terling with 
immediate effect The buying 
and selling rates have been 
so fixed as to give *i middle 
rate of Rs 18 55 per pound 
sterling compared with the 
existing rate of Rs 18 6* 

Small Units for 
Indonesia 

Over 200 industrial units 
will soon be set up m In- 
k donesia on a turn-key basis 
by the National Small Indus¬ 
tries Corporation (NSIC), 
a Government of India under¬ 
taking Indonesia is the fifth 
Country which has sought 
Indian expertise for the 
development of small indus¬ 
tries. The NSIC has already 
$et up 49 units on a turn-key 
basis m Tanzania and is in the 
process of installing similar 
Units m Iran, Afghanistan 
and Bangladesh Small units 
are likely to come up m 
more countries with the help 
of Indian know-how loDowmg 
the advice given bv Union In¬ 
dustry Minister, Mr Charanjit 
Chanana, to the NSTC to make 
its expertise and technology 
readilv available to developing 
countries 

The NSIC’s 200 turn-key 
units in Indonesia will come 
up in 14 industrial estates to 
be set up at different places 
m Indonesia Details re¬ 
garding six such industrial 
units have so fai been finalised. 
Mr Gitoscwovo, Dnector- 
Oenerat of Small Industnes 
in Indonesia, has come to this 

I country alongvuth the In¬ 
donesian deleg ltion to finalise 
details m regard to the re¬ 
maining eight industrial es¬ 
tates. India will be supplying 
plant and machinery worth 
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about Rs to and R* 12 
crores for these small units in 
tndonesia. 

Among the six industrial 
estates, details of which have 
been finalised, two in metal and 
wood works will come up at 
Jakarta, another two in han¬ 
dicrafts and leather work will 
emerge at Bali and one each 
m metal and wood works will 
be set up at Surabaya and 
Tagala respectively 

IFCI Sanctions 

The Industrial Finance 
Corporation of India (IFCI), 
sanctioned during 1979-80 net 
financial assistance of Rs 
14981 crorcs for 237 pro¬ 
jects spread over 15 States 
and three Union Territories of 
the country Tortv vx per 
cent of this assistance will 
help set up industrial piojects 
in the notified less develop¬ 
ed districts and areas Nearly 
60 per cent o r the total 
sanctions were provided for 
such important industries 
as cement, cotton textiles, 
sugar, paper* & paper pro¬ 
ducts, fertilisers and elec¬ 
tricity generation which will 
contribute substantially to 
raising capacities in these 
industries For instance, the 
annual installed capacity 
in the cement mdustiv will 
go up by 25 59 lakh tonnes, 
in the paper induslrv it will 
be up by 75,775 tonnes and 
in cotton textiles by 257,184 
spindles 

The assistance disbursed 
during 1979-80 amounted 
to Rs 92 93 crores—an in¬ 
crease of about 32 3 pfcr 
cent over the previous veai 
An analysis ot the assistance 
sanctioned duung the year 
under review shows that 
Rs 57 84 crores were toi 61 
new projects, while moderni¬ 
sation, renovation, etc ot 64 
projects accounted for Rs 
23 77 croies hxpansion and 
diversification ot 21 piojects 
claimed Rs 18 19 crores New 
projects bagged 38 6 per 
cent of the total sanctions 
The new projects are of a 
very wide variety and com¬ 
prise paper, textiles, cement, 
iron and steel, non-ferrous 
metals, woollen manufactures, 
miscellaneous non-metaliic 


mineral products, industrial 
machinery, synthetic and map* 
made fibres, metal products, 
basic industrial chemicals, 
miscellaneous chemicals, 
motor vehicles and parts, 
coir products, electrical machi¬ 
nery and accessories, etc. 
Of the 61 new projects, 11 
projects are being set up by 
entrepreneurs 

Under the Soft Loans 
Scheme for modernisation of 
certain industries, namely, 
sugar, cotton textiles, cement, 
engineering and jute, the 
corporation sanctioned Rs 


50.01 drones for 91 projects 
In other Words, about 33 peri 
cent ot IFCTS total assistance! 
during the year ended June ; 
30,1980 was given under the j 
Soft Loans Scheme. Of this, 
cotton textiles claimed 65.6 j 
per cent, engineering 24.4 
per cent, cement 7.3 per cent 
and sugar 2 7 per cent. 

GIIC Extends 
Facilities 

Medium and Large Scale 
Industries in the Union 
Territories ofDudra and Nagar 
Havel' will now be eligible 



PROJECT PROFILES 
ON 

RESERVED ITEMS 
Reprints of 

Vols I, ii & III now available 

On great public demand, the Development Commi 
ssioner. Small Scale Industries Government of India, 
has reprinted all the three volumes containing Project 
Profiles on all the items reserved for exclusive manu¬ 
facture m the small scale sector These Profiles give 
broad guidelines with regard to the manufactunng 
process, raw materials, machinery and equipment 
investment and profitability of various items grouped 
under Mechanical & Metallurgical Electrical 6 
Electronics, Leather & Sports Goods Glass and 
Ceramics, Hosiery, Food, Chemical and allied 
industries 

• Vol. I. 200 Schemes, 524 big-size 

peges; Symbol No. PDCSI.61 i 

• Vol. II. 200 Schemes; 536 big-size 

pages. Symbol No. PDCSI 61. II 

• Vol. III. 223 Schemes; 532 big-size 

pages; Symbol No. PDCSI 61. HI 


Each Volume priced at Rs. 35 
Complete set of threo volumes Rs. 100 

Please quot e Symbol numbor and rush 
your orders by sending Demand Draft 
Money orderlPostel Orders to : 
CONTROLLER, 

DEPARTMENT OF PUBLICATIONS, 
Civil Lines. 0elhi*110054. 
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for financial aiiistonce from 
Gujarat industrial Invest¬ 
ment Corporation Limited. 
This has been possible after 
the corporation altered suit¬ 
ably object clause to this 
effect in its Memorandum 
of Association. The inclu¬ 
sion of such a clause has 
been confirmed by the Com¬ 
pany Law Board and register¬ 
ed by the Registrar of Com¬ 
panies, Gujarat. 

New Diesel 
Locomotive 

India’s first 2,600 HP 
broadgatige main line diesel 
eletric locomotive, fitted with 
alternator rectifier system, 
developed and manufactured 
at Bhopal unit of Bharat 
Heavy Electricals Limited, 
has been rolled into commer¬ 
cial operation, recentiv. The 
ldoption of the alternator 
rectifier system on high horse¬ 
power diesel electric loco¬ 
motives is a must because of 
he design limitations on 
DC generator in that range. 
Thus the indigenous develop¬ 
ment of alternator rectifier 
»ystem at BHEL-Bhopal re¬ 
lating the conventional 
lirect current generators is a 
significant landmark in the 
levelopmcnt of diesel clec- 
ric locomotive technology. 
This system will enable im¬ 
proved availability of the 
ocomolives on account 
>f reduced maintenance and 
Iso make indigenous manu- 
aclurc of higher horse power 
liesel electric locomotives 
>os$ible. 

tine and Lead 
Smelters 

The Government is consi¬ 
sting the possibility of setting 
p two smelters—one each 
or /inc and lead with a 
apacity of 100,000 tonnes 
nd 35,000 tonnes per annum 
cspectivelv. It also proposes 
o expand the smleters and 
^fineries at Khetri and Ghat- 
ila to reach a total capacity 
f 65,000 tonnes per annum 
o synchronise with the final 
base of the Malanjkhand 
upper project. 

For lead and zinc, the 

tovemment also plans to 


take up new mining pro* 
jects at Baroi, Ambasmata, 
Deri and Rampur-Agucha 
in Rajasthan and Gujarat 
besides continuing the im¬ 
port of concentrates for both 
Vizag and Cominco Binam 
Zinc Smelters, implementa¬ 
tion of these development 
plans, according to Mr 
Mukherjee, will help in im¬ 
proving the demand satis¬ 
faction appreciably reaching 
near self-sufficiency for /inc 
and about 84 per cent satis¬ 
faction for primary lead by 
1980-90. 

As regards copper, u 
broad development strategy 
has been formulated to 
intensify exploration efforts, 
import concentrates in the 
short-term for full utilisa¬ 
tion of the available smel¬ 
ting and refining capacity. 
Similarly, the expansion of 
the new ones in Singhbhum 
copper belt to meet at least 
55 per cent of the demand bv 
1989-90 have been worked 
out. 

HPF to Make Cine 
Colour Films 

This country will produce 
cine colour positive films 
with foreign technical know¬ 
how to meet demands of the 
film industry. A decision on 
the foreign collaborator will 
be taken shortly. Mr P. R. S. 
Rao, Managing Director 
of the Hindustan Photo Films 
(HPF)* said that offers from 
Agfa-Gavert and Fuji had 
already been received for 
technical collaboration to 
produce tine colour positive. 
Once the decision was taken, 
the lead time to produce the 
films would be about five 
years, he added. 

The HPF at Ooty in Tamil 
Nadu has been meeting the 
demand of cine colour posi¬ 
tive by jumbo conversion to 
a major extent, the produc¬ 
tion in 1978-79 being 2.47 
million square metres. 

India being the largest 
producei of feature films and 
with the current trend towards 
colour films, the estimated 
demand for colour positive 
which was 2.725 million squ¬ 
are metres in 1978-79 is 


likely to go up to tour million 
square metres by 1983-84. 

The HPF is one of the six 
manufactures in the world 
producing photo cine and 
x-ray films from the raw 
material to the finished stage. 

All the requirements of 
black and white cine positive 
film in the country are being 
met by the HPF since 19^4. 
The demand for cine sound 
negative is being met by it 
since 1975. All the hosp*tals 
in India—private and Govern¬ 
ment—use the X-ray film 
(Indu) pioduced by the HPF. 
The entire requirement of 
bromide paper is met fiom 
indigenous sources and the 
HPF has a major share of 
the market. India thus is 
self-sufficient in a wide range 
of photo sensitive goods. 

The principal raw materials 
cellulose tnccotate, silver 
nitrate, methanol, methylene 
chloride, potassium bromide, 
and gelatine are indigenously 
available by the HPF. This 
makes India independent of 
foreign sources of supply. 

Mr Rao said the annual 
sales of the HPF had gone 
up manyfold from Rs 89 
lakh iu 1967-68 to Rs 4682 
lakh in 1979-80. The annual 
production also increased 
from 8.9 million square 
metres m 1967-68 to 10.15 
million square metres in 
1979-80. For utilising the in¬ 
stalled capacity fully, the 
company undertook jumbo 
conversion programme for 
products like roll films, cine 
colour positive. The integ fi¬ 
led production alone (exclud¬ 
ing jumbo conversion) accoun¬ 
ted for 112 per cent of capa¬ 
city in 1979-80. 

IA Raises Carrying 
Capacity 

The Indian Airlines (1A) 
has increased its carrying 
capacity by 30 per cent in 
the last four months and 
another 20 per cent will be 
added next year, Mr A. H. 
Mehta, the airlines Chair¬ 
man stated recently. 

Mr Mehta said the problem 
facing the airlines, which had 
a turnover of Rs 250 crores 
per annum with a capital 


bate of tardy it) & mm, 
was one of resources. Loans 
usually carried high interest. 
The IA had brought this 
problem to Government** 
attention. 

He said while on the opera* 
ting side, there was a profit of j 
over rupees five crores, on the . 
expenditure side more than j 
eight erore i upees went to servi* 1 
cing loans The IA had hoped j 
to bridge this gap of three 4 
ciore rupees through the * 
tourist traffic He said the 
increase in fuel costs bv 134 J 
per cent between February * 
17 and June last had made 
aircraft operation “sensitive 
to cost.*' The breakable load 
factoi on a Boeing service 
had gone up from 60 to 62 
passengers to 80 to 85, he 
added. The IA is considering 
making one of the two Boeing 
flights from Madras to Delhi 
direct with the other halting 
at Hyderabad. 

Air-lndia 
Fuel Cost Up 

Air-India’s increase in fuel 
costs this year will he of * 
order of $120 million. Stating l * 
this at a travel trade seminar, ,* 
inaugurated by Governor# 

Mr L.K, Jh% Air-lndia Chain* 
man, Mr Raghu Raj stated 
recently that this estimate 
was based on the use of 
approximately the same quail* 
tity of fuel as used last year* 

Betwa River Board 

Office of the Superintattfte * 
Engineer, Rajghat Dam Cea# 
ruction Circle-Ill, Rajghat, DM8 
Lalitpur (U.P.) 

Second Corrigendum to the Tends* 
Notice No. 1 of 80-81 Rajghat Dug 
Spillway Radial Cates. ,< 

Tendeis for Design febrichtMl 
supply and erection of 18 nos rtdi* ? 
al cicsi gales scheduled to be reodtM 
cd by the Superintending Enajttttfr f 
Raichat Dam Const*uction Circle* j 
Ill. Rajghat, District Lalitpur, UF. 
upto 2 pn» on 22.10 1980 will BOW,, 
be received upto 2 p.m on 23.12.1980 J 
and shall be opened some day t 
4pm Tendei documents my 
now be purchased upto 22.12.198ft 
Request for postal despatch of, 
Tender documents shall now bo cn-< 
tcriamcd upto 8.12.1980. 

2 The other terms and conditions, 
of the tender notice shall remain j 
unaltered. ' J 

Superintending Engineer/ 
davp 778 (33)80' 




Inflation and- w*fttk»ke m 
ftycl pricb would together 
account for more than one 
billion dollars loss among the 
taithncs ol the world this yea** 
Mi Raghu Rai has suggested 
that the vis* system between 
India and other countnes ol 
South Asia be ended to pro 
mote tourism in this remon 

Long-term Trade Pact 
wah USSR Soon 

A new long - term truie 
agreement (19K1-8S) iv now 
tinder negoti ition between 
India and the USSR aimed at 
enlarging the two-way trade 
to nearly two billion touhles 
(Rh 2,400 crorcs at the cunent 
rOuble-rupte exchange latt) 
No change in the present 
pattern of trade on a balanced 
basis in rupee is envis igcd 

A Soviet official delegation, 
Ifd by Mi M Kiselev and 
including Mi G Sunuulkov, 
Chief and Deputy C lncf of the 
Asian Depaitmeni ot the 
Ministry ol I oieiim Trade, has 
arrived in India lor the final 


round of talks. The new 
agreement is likely to be signed 
befoie the end of 1980 or early 
m 198!. 

The New Delhi talks are 
expected to focus on the 
possibilities of India obtaining 
an assured supply of petro¬ 
leum crude and products on 
a stable basis from the USSR, 
especially m the context of the 
disuiphon in supplies and 
mst ihility in the Gulf region. 

With its commitments to its 
last Luropcan and othei 
socialist putners loi oil sup¬ 
plies and salts agunst con¬ 
vertible currencies to finance 
its trade with the West the 
prospects for bull i xtnking a 
significant deal in this respect 
do not appeu to be bright. 

Company Secretaries 
Convention 

The Ninth Nilional Con¬ 
vention ol Comp my Secre- 
tanes will be hekl at Madras 
hom Kbruaiv I? to J981 
on the *htMTK “Ihe Concept 
ol Public Intelcst ir> Corporate 


Legislations", according to 
the press statement made by 
Mr R Rajagopalan, Presi¬ 
dent of the institute of Corn- 
pan} Scciefaues of India 

Rajghat Dam Project 

Rajghat dam project Unit I, 
estimated to cost Rs 123 22 
crorcs, has been approved by 
the Planning Commission. It 
is based on the provisions of 
the mler-State agreement rea¬ 
ched between Madhya Pradesh 
and Uttai Pradesh in August, 
1972 and December, 1973, The 
proiect envisages the construe* 
tion of a dam on Betwa river 
at Rajghat, about 200 metres 
downstieam of Labtpur-Chan- 
deri road causeway in Lahtpur 
district of Uttar Prade>h and 
Guna district of Madhya 
Piadcsh 

Consi ruction of storage re¬ 
servoir with liver storage of 
68 69 TMC is including in the 
project The storage reservoir 
will piovide irrigation to J 42 
lakh hectares in 1 alitpur, 
Jhansi, Jalaun and Hamirpui 


district* of ttotfcr Ptyhdk and 
0.97 hectares in Guna* fihivpuri 
Datia, Tikamgarh, Bhind and 
Gwalior districts of Madhya 
Pradesh In Uttar Pradesh 
irrigation will be by construc¬ 
tion of new canal systems and 
extension and intensification 
on the existing Betwa and Gur- 
sarai canal systems while m 
Madhya Pradesh it will be 
achieved through construction 
of new canals and by remodel¬ 
ling of existing Bctwa-Bhandar 
and Lahar canal systems 

Names in the News 

Mr V Dixit has been 
appointed as Mumging Dircc* 
toi of the I ife In oirance ( or- 
poration of India and a Mem¬ 
ber on its boatd Mi Dixit was 
7onal Managei, Eastern Zone, 
C Ucuttu, prior to his appoint 
meat as Managing Dircctoi 

Mr B K. Chatterjl, fhaii- 
man A Managing Directoi, 
United Commercial Bink, 
has been i let ted President 
of the Indi m Bmks Associa¬ 
tion, Ciliutta* Local Chapter 
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AFEAIES 


Zenith Steel Pipes 

MR Ashok Birla, Chairman, 
Zenith Steel Pipes and Indus* 
tries, observed at the annual 
general meeting of the com¬ 
pany held recently in Bombay 
that the company's perfor¬ 
mance during the first five 
months of the accounting year 
has been encouraging 

Its sales reached a level of 
Rs 23.77 crores against 
Rs 15 66 crores in the corres¬ 
ponding period of the previous 
year. The production of the 
company during these five 
months of May to September, 
1080 has also been placed 
higher at 29,600 tonnes of 
steel pipes as against 21,600 
tonnes in the comparable 
period of last year. Its exports 
of pipes during the period have 
increased four-fold to Rs 5.7! 
crore from Rs 1.49 crorc. 

The increase m production 
of pipes lias been mainly 
because of import of steel to 
meet export commitments. The 
indigenous steel supply situa¬ 
tion continues to be extremely 
poor as seen m the allocation 
of just 6,800 tonnes to the 
company duntig the five- 
month period. Since the com¬ 
pany can not utilise imported 
steel for the manufacture of 
pipes for nuuketing in the 
internal market, the increased 
production has been cx-over- 
seas sales. 

Mr Birla has stated that 
there is a very large unutilised 
capacity in the steel tube 
industry following the poor 
supply of indigenous steel. Un¬ 
less the Government takes some 
urgent measures, the agricul¬ 
ture and priority sectors will 
continue to be adversely affect¬ 
ed, He feels that the com¬ 
pany’s profit margins may be 
adversely affected because of 
the increase in the cost of 
inputs. 

The company’s mim-steel 


plant has also fared well 
during the first five months of 
the current year with its pro¬ 
duction amounting to 9,500 
tonnes against 7,900 tonnes in 
the corresponding period of 
last year, increased steel pro¬ 
duction has been possible only 
because of the larger availabi¬ 
lity of power and improved 
methods of production as a 
result of development efforts. 
In view of the improvement 
on the power front, higher 
steel price realisation and im¬ 
provement in the availability 
of raw materials following the 
use of imported sponge iron, 
mini-steel industry should fare 
well this year. 

Meanwhile, the company’s 
rolling mill is operating at its 
rated capacity of 16,500 tonnes 
a year. Its production in rolls 
and shears division in the cur¬ 
rent year has been quite satis¬ 
factory. The chemical plant at 
Tarapur has reached 86 per 
cent of the installed capacity. 

Increased Sales by Glaxo 

During the year ended June 
30, 1980, Glaxo Laboratories 
(India) Ltd, revealed increased 
sales to the extent of Rs 80.04 
crorc from Rs 73.55 crore Jn 

1978- 79, Its gross profit, how¬ 
ever, shows a small increase of 
3.8 per cent to Rs 11.48 crore 
from Rs 11 06 crore. 

The directors have proposed 
a final dividend of eight per 
cent, which together with the 
interim of eight percent makes 
a total of 16 per cent for 

1979- 80. The entire dividend 
for 1979-80 is payable on the 
enlarged capital resulting from 
the one-for-three bonus issue. 
In terms of the old capital, the 
distribution will amount to 21.3 
per cent against 20 per cent 
paid for 1978-79. 

The management states that 
unless speedy and realistic 
price increases are granted, 


the company’s profit margins 
will decline further. The com¬ 
pany was not granted any in¬ 
crease in prices for any bulk 
drug or formulation in its 
range of pharmaceutic \ Is 
during 1979-80. On the other 
hand, the cost of production 
increased following the ri^c in 
input and raw material costs 

The company’s pre-tax prohi 
at Rs 10.28 crore shows an in¬ 
crease of 2.5 per cent over that 
of Rs 10.03 crorc for 1978-79. 
The pre-tax profit has been 
arrived at after providing 
Rs 1.20 crorc (Rs 1.04 crorc) 
for depreciation The provision 
for taxation is lower at Rs 5 46 
crore compared to Rs 6.20 
crorc mainly because of the 
higher allocation of Rs 65 lakh 
(Rs 35 lakh) for investment 
allowance reserve. The pro¬ 
posed final dividend will claim 
Rs 1.15 crore (Rs 1.19 crore) 
and the interim dividend had 
absorbed Rs 1.15 crore 
(Rs 97.20 lakh). The prefer¬ 
ence dividend will claim 
Rs 7.20 lakh (same). The allo¬ 
cation to the general reserve is 
higher at Rs 1.80 crore against 
Rs 1.45 crorc. 

The company is setting up a 
new unit at Nasik for the 
manufacture of formulations 
and another at Ankleshvw for 
bulk chemicals. It is also ex¬ 
panding its facilities in its exis¬ 
ting plants at Thane an<1 Wotli 
in Bombay. Its capital expendi¬ 
ture during the current accoun¬ 
ting year is expected to be 
higher than that of rupees 
six crorc made in J 979-80. 

‘Scindia Steam 

Scindia Steam Navigation 
Company has staged a mark¬ 
ed recovery during the yeai 
ended June 30, 1980, with its 
operations resulting in a gross 
profit of Rs 16 29 ci ores 
against a loss of Rs 10 30 
crores last year. 

The directors of the com- 
pmy have proposed to skip 
the equity dividend for 
1979-80, the third year in suc¬ 
cession, in view of the accumu¬ 
lated losses. The rupees 20 
fully paid-up equity shares of 
the company have been a weak 
feature with the quotation dec¬ 
lining from R$ 18.10 to 
Rs 16.75 recently 


The improvement in the 
company’s earnings has been 
because of the considerable 
mcieasc in freight rates and 
general revival in the shipping 
industry. 

The net profit of Scindia. 
for 1979-80 amount to RsSJf 
cioies against alossol Rs 10,30 • 
crores after providing Rs H 
oroies (Rs 9 47 c. ore) for dept#/ 
uation and Rs 25 lakh (Rs 40 , 
lakh) for foreign taxation. Tllfc 1 
net prohi is adjusted against 
the broughi-in-loss of Rs 4.6J * 
ci ores, leaving a surplus of 
Rs 43 lakh. After writing back 
development rebite of Rs L?0 
croies, a sum ot Rs 2 20crofttt 
is provided for development 
reset vein respect of the cur* ( 
her year. This leaves u deficit 
of Rs 7 lakh to be carried 
forward. 

1 he company currently owns 
43 vessels with a total tonnage 
of 588,000 GRT. Its One 
more cargo vessel with a capa¬ 
city of 13*300 CRT is under 
can*! i uction a t Hi nduttafr 
Shipyards. > 

Bharat Gears 

Bharat Gears Limited fagl' 
shown encouraging per fog**; 
mance for#the year ended* 
July 31, 1980 as compared 
the previous year. The Dii*e&* 
tors have recommended high*# 
dividend of 15 per cent op’ 
equity shares as against t# 
per cent in the previous y&pf 
and prescribed dividend iff 
9 5 pei cent on preference 
shares The outgo on dividend 
account is Rs 3151 lakhs 
consisting of Rs 28,66 lakhs dtt 
equity dividend and Rs 2M 
lakhs on preference dividend-* 
Sales of the company are Vfo 
by 38 per cent from R$ oif 
lakhs to Rs 853 lakhs similarly* 
gross profit shot up from Rft 
161.14 lakhs to Rs 235.40 laUty 1 
Despite higher depreciation* 
of Rs 93 31 lakhs (Rs 624 
lakhs) the company has sbcw&jf 
an increase of net prow 
from 98.53 lakhs to Ka 1 
142 09 lakhs. After allocating 
Rs 15.00 lakhs (Rs 18-41 lakhs) 
for investment allowance tk* 
serve, Rs 65.50 lakhs (Rs 15*0(3 
lakhs) for development reb&t* 
reserve. Rs 30,00 lakhs (Rj 
21.00 lakhs) for general r fa 
serves (including statutory 
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reserve) and R$ 3L5i Jakhs 
;(Rs 37,90) lakhs for proposed 
dividends* Rs 0.97 lakhs (Rs 
-0189 lakhs) has been carried 
jter ward. 

During the year, the 
company received industrial 
licence for capacity expansion 
from 1000 to 1500 tonnes per 
annum of finished gears. The 
Company has already imple¬ 
mented this licence and has 
applied to the Central 
Government for further in¬ 
crease in the licensed capacity 
from J500 tonnes to 2000 
tonnes per annum, which is 
expected to be sanctioned 
shortly. 

Increased Turnover of 
Rajalakshmi Mills 

■ Sales of the Rajalakshmi 
Mills Ltd, Coimbatore, in¬ 
creased from Rs 842.64 lakh 
toRs 891.97 lakh, and the 
company made a gross profit 
Rs 97 lakh (Rs 59.85 lakh), 

: Jn the year ended March 1980. 

' Provisions are Rs 16.11 
]gkh (Rs 9.73 lakh) for depre- 
dation, Rs 45.25 lakh (Rs 


26.25 I$kh) for taxation* Rs 

8.25 lakh (Rs 2.20 lakh) for 
investment tdlowance reserve, 
Rs 15.01 lakh (Rs 11.55 lakh) 
for the general reserve, and 
Rs 11.02 lakh (Rs 7.42 lakh) 
for a dividend of 15 per cent 
on the equity capital and 
preference capital. The equity 
capital was enlarged by the 
issue of bonus share in the 
ratio of one bonus share for 
every one share held. The 
dividend is payable on the 
enlarged capital. 

Madras Vanaspati 

Sales of the Madras Vanas¬ 
pati Ltd, VilJupuram, Tamil 
Nadu, increased from Rs 
824.03 lakh to Rs 1075,04 lakh, 
and the net profit from Rs 
10.26 lakh to Rs 19.17 lakh, 
after providing for R> 13 99 
lakh (Rs 9.14 lakh) for depre¬ 
ciation, Rs 13.98 lakh (Rs 
3.08 lakh) for investment al¬ 
lowance reserve, and Rs 52.50 
lakh (Rs 24 lakh) for taxation. 
After providing Rs 17 lakh 
(Rs 9 lakh) for general reserve, 
a sum of Rs 2.25 lakh (same) 
is set aside for the dividend 


oh tfieeijuity Shares at 18 per 
cent. A sum of Rs 1.94 lakh 
(Rs 260 lakh) is carried for* 
ward. 

Production of vanaspati 
standard of 6.5 kg net each 
was 4,44,817 tins (4,63*526 
tins) of vanaspati bakery of 
15.5 kg net each was 24,895 
tins (3,991 tins) of refined 
groundnut oil of 15.5 kg net 
each was 65,578 tins of refined 
soyabean oil of 15.5 kg net 
each was 30,000 tin (nil), and 
of refined sunflower oil of 
15.5 kg net each was nil (1,118 
tins), oilcakes produced 
amounted to 1,877 tonnes 
(1686.1 tonnes), and acid oil to 
415 tonnes (344.4 tonnes). 

TOMCO Pays More 

The directors of Tata Mills 
(TOMCO), have proposed to 
step up the equity dividend to 
Rs 5 per share for the year 
ended March 31, 1980, from 
Rs 4 per share paid for the 
previous year despite a fall in 
profits. The company's gross 
profit has declined by 11 per 
cent to Rs 4.47 crore from 
Rs 5.01 crore for 1978-79. 


The eomjtafty’s after-*** 
profit amounts to Rs 1.52 crore | 
against Rs 3.79 crore after 
providing Rs 1,14 crore 
(Rs 1.06 crore) for deprecia¬ 
tion and Rs 1.81 crore (Rs 2,16 
crore) for taxation, A sum of 
Rs 12 lakh (Rs 12.50 lakh) is 
transferred to the investment 
allowance reserve, leaving a 
net profit of Rs 1.40 crore 
against Rs l .67 crore. The pro¬ 
posed equity dividend will 
claim Rs 88.29 lakh (Rs 70.64 
lakh) and preference dividend 
Rs 4.60 lakh (same). 

The earning per equity share 
works out around Rs 8.40, 
which provides a cover of less 
than 1.7 times to the proposed 
dividend of Rs 5 per share. 

Krishnarajendra Mills 

Sales of yarn of Sri 
Krishnarajendra Mills Ltd, 
Mysore, increased from Rs 
382.63 lakh to Rs 407.96 lakh 
in the year ended March, 1980. 
Sales of cloth, however, dec¬ 
lined from Rs 592.64 lakh 
to Rs 476.79 lakh, and also 
of waste from Rs 8.42 lakh to 
Rs 6.71 lakh. The total sales. 
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I thus, declined from R$ $83.60 
Ifekh to Rs 491.45 lakh, 
p Hie gross profit declined 
Fsharply from Rs 30.93 lakh to 
Rs 18.04 lakh. After providing 
rs 17.53 lakh (Rs 15 lakh) 
for depreciation, Rs 51,570 
(Rs 12.40 lakh) for investment 
allowance reserve, nil (Rs 2.66 
lakh) for general reserve, (Rs 
2.29 lakh (Rs 4.11 lakh) for a 
dividend of five per cent. The 
directors have been forced to 
. make adjustments and other 
transfers and to write off 
excess provisions. 

^Hastings Mill 

The total income of Hastings 
Mill Ltd, Calcutta, increased 
from Rs 2095.39 lakh to Rs 
2718.19 lakh in the year ended 
March 1980 and the company 
made a gross profit of Rs 
222.86 lakh, as against a loss 
of Rs 13.11 lakh sustained in 
the previous year. After ad¬ 
justments, the balance profits 
is set off against the brought 
forward loss of Rs 148.39 lakh, 
and a sum of Rs 13.83 lakh is 
carried forward to the credit 
of the account. 

Dr. Beck and Co. 

Bags Soviet Order 

The Chairman of Dr Beck 
and Co (India) Ltd, Bombay, 
Mr Indra Chattcrji, concluded 
a contract in Moscow with the 
USSR Ministry of ForcigD, 
Trade. The contract is valued 
at Rs 347.4 lakh, covering 
supplies up to March 1981. 
An understanding has been 
also arrived at with the USSR 
buyers for the supply of items 
for the whole of 1981. 

Kusum Products 

Kusum Products Ltd, has 
shown good results for the 
year ended March 1980. Total 
turnover is up by 22 per cent 
from Rs 17.8 crore to Rs 
21.74 orore. The gross profit 
has risen from Rs 29,72 lakh 
to Rs 82.70 lakh. After pro¬ 
viding Rs 17,21 lakh for de¬ 
preciation* Rs 1.07 lakh for 
investment allowance reserve 
and Rs 38.50 lakh for taxation 
the net proft is Rs 25.92 lakh 
I against Rs 4.94 lakh in the 
previous year. The taxable 
ordinary dividend has been 
raised from 10 per cent to 


11$ per cent, the company’s 
joint venture in Indonesia 
has recently commissioned its 
second unit where they mar¬ 
ket margarine and other 
cooking oils. 

Seshasayee Paper 

Sales of Seshasayee Paper 
and Boards Ltd, Pallipalayam, 
Cauvery, Salem District; in¬ 
creased from Rs 1944.55 lakhs 
to Rs 2160.37 lakhs, and other 
income increased from Rs 40.53 
lakh to Rs 45.53 lakh. The 
gross profit increased from 
Rs 203.85 lakh to Rs 228.88 
lakh. Provisions are Rs 162.74 
lakh (Rs 129.65 lakh) for 
depreciation, Rs 44.50 lakh 
(nil) for investment allowance 
reserve, Rs 3 lakh (Rs 2 lakh) 
for general reserve, and Rs 63 
lakh (same) for dividend at 12 
per cent on equity shares. A 
sum of Rs 81.43 lakh (Rs 81.29 
lakh) has been carried for¬ 
ward. 

Ramon and Demm 

Mr H.K. Shah, Chairman, 
Ramon and Demm Ltd, Bom¬ 
bay, told the annual general 
meeting recently that the licen¬ 
sed capacity had been increased 
from 1,600 tonnes to 2,000 
tonnes per annum, and the en¬ 
tire capacity had been installed. 
Actual production was raised 
from 1,680 tonnes to 1,820 ton¬ 
nes. The company had bought 
a plot of land at Ankleshwar. 
Gujarat. 

Hindustan Brown Bovery 

The total income of Hindus¬ 
tan Brown Bovery Ltd, Bom¬ 
bay, increased from Rs 3177.6? 
lakh to Rs 3855.18 lakh, and 
the net profit from Rs 143.74 
lakh to Rs 152.30 lakh after 
providing Rs 37.94 lakh for 
depreciation, Rs 182 lakh (Rs 
328.50 lakh) for taxation and 
Rs 11 lakh (Rs 13.45 lakh) for 
investment allowance reserve. 
Other provisions are Rs 46.65 
(Rs 43.64 lakh) for general re¬ 
serve No 1, Rs 40 lakh (Rs 40 
lakh) for general reserve No 2 
and Rs 67.43 lakh (Rs 63.43 
lakh) for the proposed equity 
dividend of Rs 16 per share 
(Rs 15 per share), and the pre¬ 
ference dividend. 

The company sold its 
Howrah works and delivered 


wojfts * possession in August, 
1980 to Om Development Pvt 
Ltd, as nominated by Mr CP. 
Jhunjhunwalla, against consi¬ 
deration as agreed upon. The 
company sold and gave posses¬ 
sion also of all movable factory 
assets to the said company. 

The agreements between the 
company and Larsen and 
Toubro appointing the latter 
as distributors of the com¬ 
pany’s electric motors and 
other products expired on 
March 19,1979. The agreements 
were not renewed. 

Asia Automotive 

The total income of Asia 
Automotive Ltd, Bombay, in¬ 
creased from Rs 198.60 lakh to 
Rs 1012.98 lakh in the year 
ended April, 1980, and the net 
profit from Rs 217 lakh to Rs 
9.14 lakh after providing Rs 1.65 
lakh (Rs 84,641) for deprecia¬ 
tion, Rs 28,600 (Rs 7,500) for 
investment allowance reserve, 
and Rs .15 lakh (Rs 4.50 lakh) 
for taxation. The Directors 
have proposed a dividend of 
15 per cent, which will claim 
Rs 8.22 lakh (Rs 41,000). A 
sum of Rs 1 lakh (Rs 1.75 lakh) 
has been proposed to be trans¬ 
ferred to the? general reserve. 

The licence for the manufac¬ 
ture or welding products has 
been transferred to the com¬ 
pany’s name. The company 
has applied for the expansion 
of the scope of the existing 
licence to cover the manufac- 
rure of new products related 
to resistance welding and cop¬ 
per based alloys. The company 
proposes also to manufacture 
^80 lakh industrial gaskets per 
annum. The project has been 
set up at Nasik and commercial 
production started in April, 
1980. 

Telco Bonds 

Tata Engineering and Loco¬ 
motive Company (TELCO) has 
filed its prospectus inviting 
subscription for its convertible 
bond issue from non-resident 
Indians and persons of Indian 
origin resident abroad with the 
Companies Registrar’s Office 
in London. This will facilitate 
the company bankers, Bank of 
Baroda, to collect subscriptions 
in London and other branches 
in England. 


TEteO is the itrst fodiaa : 
company after Indepimdenoe 
to have filed its prospectus in 
London for collection offunds 
in foreign exchange. TELCu 
has obtained the Government 1 # ’ 
approval for issuing bonds bf 
the face value of Rs 10 croflfr 
out of its public issue dfi 
Rs 24.10 crore to non-resident 
Indians and persons of Indian; 
origins resident abroad with 
repatriation rights. 

The management expects 
overwhelming response from" 
non-resident Indians and per¬ 
sons of Indian origins resident 
abroad and feels that the total 
collection from these sources; 
will be far higher than the 
prescribed limit of Rs 10 crore* 

It expects good response from 
London and Singapore and 
Gulf countries where several . 
Indians have settled. Its ban- h 
kers would collect funds fit 
three currencies namely, pound 
sterling, dollar and deutsche 
mark. 

The subscription list in res¬ 
pect of the company’s public 
issue opened on October 6. 

The company is issuing 
bonds of the face value of 
Rs 450 each, which will be con¬ 
verted into two equity shares t 
at the rate of Rs 225 per shares 
and the first conversion wilt 
be after three years and the , 
second at the end of sevens 
years. 

Indian Cable 

Sales of the Indian Cable Co 
Ltd, Calcutta, mounted front 
Rs 4020.34 lakh to Rs 4726.71^ 
lakhs in the year ended March 
1980. The gross profit ad-, 
vanced substantially from; 
Rs 283.29 lakhs to Rs 345.04; 
lakhs. Provisions are Rs 67.54 
lakhs (Rs 58.22 lakhs) for dep{ 
recialion, Rs 160.50 lakes' 
(Rs 115 lakhs) for taxation* r 
Rs 16.46 lakhs (Rs 30.50 lakhs} ' 
for investment allowance ros 
serve, Rs 3 lakh (same) for^ 
debenture redemption reserve*:;; 
Rs 13.40 lakhs (Rs 3.81 lakhs) I 
for general reserve. The divi- ' 
dend at 14 per cent (12pef 
cent) will absorb Rs 88.0$ 
lakhs (Rs 75.47 lakhs). 

The company has received ; 
a letter of intent and an indus¬ 
trial licence from the Govern¬ 
ment for the manufacture of 
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; 19 being implemented according 
f the programme, 

£ X Tlie Chairman, Mr P.ftM. 
(JKanga, says in his statement 
|'to the shareholders that the 
r company had been plagued in 
j the current year by near-com- 
l plete breakdowns, especially in 
i, the DVC power supply system. 
f Important inputs like kerosene 
" are in short supply and pro¬ 
duction of continuously trans¬ 
posed conductors and glass 
covered conductors had to be 
: suspended from September, 

; 1979. Adhoc permits had been 
^ Issued in February, 1980. 

: Kohinoor Mills 

Sales of cloth, yarn waste of 

■ the Kohinoor Mills Co Ltd, 
Bombay, declined from Rs 
; 2964.31 lakhs to Rs 2689.41 
, lakhs. The company suffered 
v;.a loss of Rs 228.96 lakh, as 
t''against a loss of Rs 298.53 

lakhs sustained in the previous 
iyear. 

,V Investments of Rs 275 lakhs 
l^erc made for modernisation 
^eat of the soft loans from the 
kmm. The IDBf has sancti- 
vOUed a soft loan of Rs 7 more 
^towards the company’s scheme 
modernisation rationalisa- 
} tion which is expected to cost 
•'M$ H crores. The company 
issued to the Central Bank 

■ ;<rf India 86,600 equity shares 
Of Rs 100 each at par. The 

aboard of directors was recon¬ 
stituted on April 15, 1980. 

.Phoenix Mills 

The turnover of Phoenix 
'Mills Ltd, increased from 
i :Hs 875.24 lakhs to Rs 1046.80 
i lAkhs but the gross Joss dec¬ 
lined from Rs 128.38 lakhs 
1*0 Rs 105.48 lakhs exclud¬ 
ing the capital loss. Provi¬ 
sions arc Rs 16.42 lakhs 
(Rs 15.21 lakhs) for deprecia¬ 
tion. Rs 4.22 lakhs for invest¬ 
ment allowance reserve. The 
company thus, suffered a net 
loss of Rs 126.12 lakhs (Rs 
143.61 lakhs). 

: Capital and Bonus Issues 

Twelve companies have been 
/allowed to raise capital of 
(Rs 23.42 crores. The details 
; are: 

V Bonus Issue: 

■ , 1. Bradma of India Limited: 
;.R$ 10 lakh in fully paid 


a-'t V* T:* ‘IT mw • 

equity shares of m 100 
each in the ratio of 2:5. 

2. Avenger Sports Private 
Limited: Rs 10,120 in fully 
paid equity shares of Rs 10 
each in the ratio of 1:1. 

3. Ajanta Paper and General 
Products Ltd, Rs 11,50,000 in 
fully paid equity shares of 
Rs 100 each in the ratio of 
1:4. 

4. Permanent Magnets Ltd: 
Rs 10,33,200 in fully paid 
equity shares of Rs 10 paid in 
the ratio of 1:4. 

5. Kirloskar Cummins Limi¬ 
ted: Rs 240,00,000 in fully 
paid equity shares of Rs 100 
each in the ratio of 4 : 7. 

Further Issue : 

6. Mysore Power Corpora¬ 
tion Ltd: Issue of Rs 16.50 
crorc debentures of the value 
of Rs 10.000 each carrying in¬ 
terest at the rale of 7 per cent 
per annum of Rs 100.00 per 
cent by a prospectus. 

7. Elal Hotels and Invest¬ 
ments Ltd: Issue of Rs 150 lakh 
(of which Rs 50 lakh shall be 
convertible) for cash at par to 
the existing shareholders and 
their friends and associates. 

8. Moheema Ltd: Issue of 
Rs 8.10 lakh of fully paid ordi¬ 
nary shares to the shareholders 
of Hapuan Purbai Tea Co Ltd. 

9. Kesoram Industries and 
Cotton Mills Ltd: Issue of 11 
per cent cumulative redeemable 
preference shares of the value 
of Rs 50,15,600 for cash at par 
to be placed privately with 
G1C and its subsidaries. 

10. Shree Satyanarayan 
Investment Co Ltd: Issue 
of fully paid equity shares 
of Shiee Digvijay Cement 
Co Ltd in consideration 
for the transfer of latter’s 
investment of 162,983 equity 
shares of Rs 100 each in the 
West Coast Paper Mills Ltd. 

11. Digvijay Investment Ltd: 
Issue of 120,000 fully paid 
equity shares of Rs 100 each 
to West Coast Paper Mills Ltd 
against acquisition by the 
company of 120,000 equity 
shares of Rs 100 each held by 
the latter company in Andhra 
Pradesh Paper Mills Ltd. 




PSB. Growing with families for 
over 70 years. 


“In our family there’s 
one piece of advice 
that’s been passed down 
for generations— 

Bank with PSB? 


Banking with PSB is a legacy that is handed 
down from father to son in all PSB families— 
families who have grown with us, and stayed 
with us. For over 70 years. Because we have 
traditions of banking service very few can match. 
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The building complex housing the 

Jammu and Rashmn legislature des¬ 
troyed »n a dcvas’ating file 

The Soviet Union and Syria signed a 
20-year friendship treaty that called for 
strengthened military cooperation. 

OCTOBER 10 

Estimates of the death toll in the 
earthquake which devastated noithern 
Algeria placed at between 20,000 and 
55,010. 

OCTOBER 11 

Iraq broke diplomatic ielations with 
Syria and Libya accusing them of air- 
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lifting weapons io Iran to keep the Gulf 
war going 

Iraqi troops and tanks crossed the 
emt attled Kaiun river on pontoon brid¬ 
ges behind a screen of bombing jets to 
mount then final assault oil Iran’s be lea- 
gurod oil refining city of Abadan. 

An all-time world record in tea price 
set in Sn 1 anka A small consignment 
of golden velvet BOP tips special from 
RatanayaLc group of tea companies in 
Deniyava in Sn Lanka was sold at 
Rs. J,M)() per kr 

OCTOBER 12 

President Sanjiva Reddy returned after 
a 14-day visit to the Soviet Union and 
Bulgaria. 


OCTOBER 13 

American and Soviet delegations met 
in Geneva to discuss the problem of 
limiting strategic huro-missilcs, 

The Reserve Bank decided to regulate 
foreign exchange rates quoted by banka 
for customer l l business in certain 
specified currencies with a view to 
bringing about an overall reduction in 
the cost of foieign exchange business to 
cxpoiters and importer 

The Government decided to nationalist 
Bird and Company in a majority of 
whose units it is already holding over 50 
per cent of shares. 

OCTOBER 14 

Hie Union Government nationalised 
Maruti Limited to ‘‘utilise the available 
infrastructure", increase production of 
motor vehicles and generate employ¬ 
ment. 

The Monopolies and Restrictive Trad# 
Practices Act amended through a Pres^ 
dcniial Ordinance excluding the exported 
that have been effected by a company {ft 
determining the dominance of mono**} 
polistic character of tl5e undertaking. * 

The Government amended the Tea Act* 4 
1953, through an Ordinance according ftp* 
which debts incurred and mvestmente 
made prior to takeover by tea units the 
management of which has been taken 
over or is purpoited to have been taken 
ovci, shall have piionly over ‘Mil other 11 
debts". 1 

The Government fixed the floor prico 
of raw cotton ol fan average quality at 
Rs 304 per quintal for the 1980*81 
season. 

Y 

The Reserve Bank of India announced * 

a downward revision of the rupee by 
0.54 per cent in i elation to pound ster- * 
ling. The buying and selling rates hav* » 
been so fixed as to give a middle rate teTl 
Rsl8 65 per pound sterling compare# 
wjth the existing rates of Rs 18,55. » 

i 

A slate of emergency was declared j 
throughout Sri Lanka for the second/ 
time m three months. t ! 
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Economy Limps on the Upturn 

Tm; Fina Nr n Minister has returned from the Fund and Bank days ago as a mere surrender to the farm lobby. Rather 
meeting; without his baggage being exactly crammed with interestingly, ihe sugar industry itself is complaining that the 
goodie?. The world economy is under great stress and it is minimum price of Rs 13 per quintal of sugarcane, notified for 
difficult to sec even its more resourceful members remaining the 1980-81 season, is unrealistically low and that it should be rais- 
reasonable, let alone liberal, in their trade or aid policies ed substantially if there is to be no significant diversion of sugar- 
towards countries even more hard pressed lhan they are. cane from the organized sector to the manufacture of khandsari. 
Back home, Mr Venkataraman does not have the consolation The prices of inferior cereals or oilseeds, particularly groundnut. 
Cither that the domestic economic outlook is very cheerful, have been fixed higher in order to reverse the secular decline 
Fora member of the Government who has not only been in the cultivation or production of these crops. In the case of 
saying that things will improve but has been claiming that soyabean a higher price incentive has been prompted by the 
'"they are already very much on the mend, it is not going to be promising possibilities of encouraging the spread of this crop 
V'dasy to stick to the prognosis. Nevertheless, it would be a as a supplement to the more traditional oilseed crops in our 
* pity if the Government were to lose its self-confidence. Des- country’s farm and food economy. 

' jwte the disappointing pace of the recovery, there can be no Even in the case of paddy, while political considerations 
questioning of the fact of the recovery itsell. have no doubt been powerful, it cannot be really argued that 

Agricultural production is coming up to expectations and the Government has timidly surrendered to any unreasonable 
industrial activity, all over, is upward. Power generation is in demand from rice farmers. The essence of the Government's 
> ,# better shape in most parts of the country and if there has approach seems to be to strengthen generally the buoyancy 
been no great improvement in the transport situation, there in farm production by stepping up the remunerativeness of 
has been no worsening either except in some parts of the farming for the market. Jn this sense the farm price policy 
eastern India, in fact, ihc drag on the economy is no longer seems to be moving away from merely compensating agricul- 
general but becoming localized whether geographically or turists for increased cost of production or working out a 
in specific sectors of the economy. The power supply, for price parity between farm products and manufactured goods, 
instance, is currently a matter of real concern mainly in West While, in the short run, the increases in farm commodities 
Bengal and Bihar. However, since mining or manufacturing may not be consistent with an anti-inflation policy, it cannot 

activities in these States arc extensive and of considerable be gainsaid that higher farm prices have a clear economic 

importance to the national economy, power or transport bottle- justification when the price strategy of the Government is 
: necks there could have wide-flung repercussions. Among the geared, as it must be, to a medium term improvement in 
' industries badly affected is steel, w here there is large under- supplies. Rice has a large export potential at almost double 
utilization of capacity for the production of saleable steel. The the procurement price, 

dement shortage is showing no signs of becoming less vexatious More immediately, however, the Finance Minister has to 
and in many key materials grey markets of various shades worry about the steady increase in the liquidity of the economy 
flourish. Quite dearly this is not a situation which will encourage thanks to additional income streams, whether from unaccount- 
prices to stabilize. Industrial workers and Central Govern- ed money, additional dearness allowances or higher farm prices, 
ment employees have the benefit of adjustments in dearness Mr Venkataraman has been repeatedly affirming that supply 
allowance in accordance with the rise in the cost of living management, in the sense of encouraging production, could 

index. The farm population is now sufficiently organised lead to a policy for stabilising prices. But, does he still believe 

politically to secure better terms from the Government in ttyc that the measures in his budget will be enough? While his 
form of pr ocurcment or support prices. But it will be wrong emphasis on increased production is impeccable, the Govern- 
to regard the increase in certain farm commodity prices a few ment has a lot now to do to make this policy work. 

i 
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Many Licences, No Investment 


An industrial licence is not a license to print money. It is, 
in the first place, a licence to spend one’s money after running 
the gauntlet of Government procedures and controls, problems 
of finance and management, and a fair number of risks. Mr 
Charanjit Chanana is proud of the fact that the number of 
licences issued recently has doubled. But he i$ sadly mistaken 
if he thinks that this heralds an industrial revolution. Fqually 
mistaken arc those who see in all this a sell-out to the private 
sector. It is worth recalling that there was a phenomenal in¬ 
crease in the issue of letters of intent and licences during the 
brief reign of Mr Moinui Haquc Chaudhury at the industry 
Ministry in the early 1970s. Far from leading to a spurt in 
investment and production, it was characterised by sluggish 
output, recession in several sectors, and a dearth of profits and 
investible funds. 

Over the years, the grant of an industrial licence has come 
to be regarded by leftists as a concession. The very fact that 
large business houses struggle with the bureaucracy for five or 
six years to get a licence is seen as conclusive evidence that it 
must indeed be a lucrative proposition. And when licences are 
not utilised, this is seen as a cunning device to pre-empt capa¬ 
city and create artificial shortages. Those who insist on viewing 
industry through such leftist glasses would do well to consider 
the cement scene today. The Government has licensed the 
creation of an additional 22.6 million tonnes of capacity. But 
only a small fraction of licences are being implemented. Nor 


can this be ascribed to the desire to make monopoly profits* ait 
cement prices are controlled. 

The plain truth is that the Government is not doing any 
industry a favour by giving it a licence. It is merely seeking to 
ensure that its own production priorities are fulfilled. And if it 
thinks that licensing alone will fulfil these priorities, it is sadly 
mistaken. It will also have to ensure that there is an appro* 
priate flow of finance, that prices are attractive enough, and that 
supporting facilities like transport, power and the supply of raw 
materials arc available. 

In the case of the cement industry, the Government announ¬ 
ced a 12 per cent net return to attract investment, and licence 
applications duly aame in. But it has now reneged on this com¬ 
mitment in fixing retention prices, and has allowed existing 
units a price increase of only Rs 13.65 per tonne against the 
Rs 28.54 per tonne implicit in its own formula. It is entirely 
possible that the private sector is exaggerating the full extent of 
cost escalation. Nevertheless, the position today is that cement 
plants are simply not generating enough funds to stick to their 
original investment schedule. This situation has been aggrava¬ 
ted by the shortage of coal and power, which has hit produce 
tion, hcncc profits, hence fresh investment. Second, the 
Government has not raised the retention price for new units 
taking into account the higher cost of coal and power. It claims 
it will only revise this price if cement machinery becomes cost* 




I 
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tie effect once again is to reduce the attractions of in* 
At and sabotage the original intention, 

a the case of paper, the Government has issued as many as 

Jew licences. Is the country going to be flooded with paper 
/6n ? The answer is no. Many of tf e proposed plants are 
plainly uneconomic, being for capacities of 10,000 tonnes or 
j less. There are financial constraints, and very serious problems 
on tying up raw material sources at appropriate prices with 
State Governments. The financial constraints arise partly from 
the uneconomic controlled price for white printing paper. But 
the problems of raw materials and finance are much greater. 

Nine licences have been issued for caustic soda, but just 
three are being actively pursued. Only a few of the licences 
issued for 9.8 lakh tonnes of soda ash are being implemented 
right now. The same story can be repeated for other industries. 
The point of highlighting cement, paper, caustic soda and 
soda ash is that all these items are in scarce supply and the 
Government should be particularly keen on seeing that the 
shortages end. But if it thinks that it merely has to issue licen¬ 
ces and the rest will take care of itself, it is Jiving in a fool’s 
paradise. 

Indeed, there has never been a proper planning of finance 
for the private sector. Every five-year Plan lays down huge 
allocations for the private sector, and formidable physical tar¬ 
gets based on an average growth of output of 10 per cent per 
year. But it has never been explained how exactly the funds 
are to be raised for this purpose. Given the draconian rates 
bf ibcome tax, wealth tax and corporate tax, white money is in 
short supply and there are difficulties in raising even the promo¬ 
ter’s share of a new venture, which may be just 15 to 20 per 
cent of the total cost. The Planning Commission intends to do 
an exercise on private sector investment for the new Sixth Plan. 


it it doe* even a half-decent job, it it bound to discover that 
corporate savings will not be remotely enough to do all that the 
private sector is supposed to achieve. Public investment is 
limited largely to minerals, power and heavy industry, atad the 
private sector is expected to do most of the rest. But corporate 
savings in 1978-79 were only Rs 293 crores. Even with assis¬ 
tance from loans and fresh capital, the net investment of the 
private corporate sector and cooperatives in 1978-79 was only 
Rs 1054 crores. Is it remotely possible to achieve a 10 per cent 
growth rate on the basis of such meagre investment at a time 
when capital costs are skyrocketing ? And even if the tax rates 
are reduced to boost corporate savings, will any company bother 
to invest in areas where prices are unattractive, controls prolife¬ 
rate and there is a shortage of raw materials ? 

If the Government is eternally swamped with licence appli¬ 
cations, it is not because investment is so attractive. It is mainly 
because there are so many delays in licensing that it is essential 
to apply for four or five times as many new projects as one has 
finance for. When the licences do come through Ihey are not, 
save in exceptional cases, regarded as instant money-makers. 
And many may remain unutilised for no better reason than that 
several other units have also been licensed, so that a company 
is nut confident of marketing its output at a remunerative rate. 

So the Government must take it as a rule of thumb that, 
save in money-spinning industries, one-third of licences will fall 
by the wayside. The more liberal the issue of licences, the more 
is the percentage likely to remain unutilised. There is simply 
not enough finance, raw material and (in some cases) demand to 
ensure their utilisation. An avowedly socialist Government may 
baulk at the thought of consciously giving handsome profits to 
industry and lightening its tax burden. But that is precisely 
why the degree of socialism in a country can be accurately 
measured by the extent of shortages and length of queues. 


Deja Vu 


“An Empiror Honorius, a Mohammad Shah Rangila , a Louis 
XV, with his 4 apre moi le deluge’ are typical figures. But when 
the winds blow and the rains descend, and the house of empire 
falls, such men vanish in a night. Then comes the age of iron, 
Where each struggles lor power, trusting in his own right arm. 
Thus it comes about that individual degeneracy, though the 
prelude, is not the accompaniment of social collapse and the 
ages of social and political decay aie commonly periods of ex¬ 
ceptional energy and activity. 

“The symptoms of social collapse are progressive declines m 
standards of conduct, public and private, and the superiority of 
centrifugal over centripetal forces. When respect for law and 
authority declines, the devil offeree leaps into its place as the 
only possible substitute, and in the struggles that ensue, every 
standard of conduct and decency is progressively discarded ... 
If the original breakdown of authority is caused by a ferment 
of ideas, a genuine revolution like the French may result. If it 
is simply due to the decrepitude of authority, the solution is 
the substitution of fresh authority, but whether that substitute 
is internal or external depends upon local circumstances.” 


So wrote Mr Percival Spear in his book on the decline of the 
Moghuls. Individual degeneracy ? No need to amplify on that. 
The result is there for all to see. Undermined institutions, less 
than straight-forward deals, personal aggrandizement. The talc 
can be as long as it is dismaying. 

And the symptoms of social collapse ? Progressive declines 
in standards of conduct ? Superiority of centrifugal forces ? 
Declining respect for law and authority? Decrepitude? Deja Vu. 

Another quotation : “Northern India had passed through 
a period of moral bankruptcy and personal imbecility .. . The 
fashionable coxcombs and the accomplished procaatinators, 
who passed for statesmen, had then their day”. 

And another : “The struggle was waged with an increasing 
lack of scruple which is found in many historical situations and 
resembled the decline in political morality of fifteenth-century 
Europe ... Individual quality was often high ‘(sic)* but men 
lacked a guiding star of conduct, a motive for ambition other 
than naked power”. 

* History does seem to repeat itself. But as Marx pointed 
out, on the second time around the result is a farce. 
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T he practice of character assassination 
by innuendo has been made into a 
fine art by our politicians. But jouma- 
lists who castigate politicians for this 
habit are capable of indulging in exactly 
the same tactics when it comes to grind- 
^ ing their own axes. Writing in Economic 
* and Political Weekly , Mr Romcsh Thapar 
has lashed out at the Soviet lobby in 
India. Much of what he says is unexcep¬ 
tionable, but he ends on a deplorably 
catty note. “Talking of lobbies, if for¬ 
mer Foreign Sccietary T.N.Kaul is pranc¬ 
ing around for the Soviet Union, Jagat 
S. Mehta, till recently Foreign Secretary, 
has accepted a Fellowship at Harvanl 
University.” 

What exactly is Mr Thapar trying to 
imply ? That Mr Jagat Mehta has sold 
} his soul to the USA ? And that a fellow¬ 
ship to Harvard is proof of being in the 
pay of the Americans ? This is the kind 
of disgraceful innuendo that needs to be 
denounced in the strongest terms. Mr 
Thapar himself has relatives who have 
studied in England—does he regard this 
as proof positive that they are all agents 
in Her Majesty's Secret Service 7 1 enti¬ 
re!} agree that Mr T.N. Kauts views are 
disastrous. But I am sure his views arc 
his own, quite genuinely held and not dic¬ 
tated by some paymaster in Moscow. 
i The game of branding everyone you 
dislike as a foreign agent is not merely 
despicable but dangerous. Mr Arun 
Shourie has given a classic example of 
this in The Indian Express. He had asked 
a friend in the police: “In what son of 
case would you frame me if you had to T 
The policeman asked whether Mr 
Shourie had ever visited Pakistan. 

“Yes, once. For a conference.” 

“Knew many Pakies while you were 
abroad ?” 

“Quite a few, yes.” 

“Well, you see, it all fits. We have this 
(trial going on, you must have read in the 
papers, about this Pakistani spy ring. One 
of them has said, mind you it took a lot 


of effort, that you were one of his con¬ 
tacts. Now, my dear fellow, we have got 
you on a charge that is non-bai table, on 
a charge the trial of which is going on m 
camera, on a charge which will automati¬ 
cally rob you of all the public sympathy 
you think you have. What do you pro¬ 
pose to do 

What indeed. Innuendo can be used 
for the most flagrant deprivation of civil 
rights. And yet those who have distin¬ 
guished themselves as crusaders for civil 
rights do not hesitate to stoop to such 
tactics themselves. 

1> I appear highly sensitive on this sub¬ 
ject, it is because I myself have been un¬ 
comfortably close to the kind of hypothe¬ 
tical situation described by Mr Shourie. 
During the Emergency, I was rash enough 
to expose one of the Finance Ministry’s 
secrets. At the time the Government was 
trying to get a loan from the Special Trust 
Fund of the IMF, but its case was weak 
since its foreign exchange reserves were 
rising so rapidly. So it decided to hide 
pirt of these reserves in other banks 
abroad and fool the IMF. In a front-page 
news story in The Times of India, 1 re¬ 
vealed that a second line of reserves out¬ 
side the official figures was being built up. 

I added that the Government was under¬ 
estimating its gold reserves by valuing 
them at 35 dollars per ounce, when the 
market rate was almost ten times higher. 
And 1 pointed out that the food buffer 
stock, built up through imports, consti¬ 
tuted merely the switch of foreign ex¬ 
change reserves into food reserves. 

The Finance Ministry was soon up in 
arms. A senior officer of the Ministry 
came out with a brilliant theory. He 
pointed out that the USA and other Wes¬ 
tern powers were also of the view that 
India’s reserves were higher than officially 
stated. And it was recalled that 1 had 
visited West Germany and England at the 
invitation of these two countries in 1974. 
Could it be, theorised this senior official, 
that 1 was in the pay of the Western 


powers ? Against such a charge, even lay 
own friends in the Ministry would have 
found it difficult to defend me. Fortu¬ 
nately 1 hud a strong and influential boss 
in Dilip Mukhcrjee, who managed to put 
an end to such theories. But if he had 
been weak or ineffectual, I wonder what 
my fate would have been. 

Much later, I was invited in 1977 to 
visit the USA. I accepted with some tre¬ 
pidation, in view of the previous expe¬ 
rience, It would be a relief to be invited 
by the Soviet Union as well. This could 
be quoted as evidence of non-alignment 
(though others would doubtless brand inc 
immediately as a double agent). But I’m 
afraid there’s very little chance of get¬ 
ting an invitation from the Russians, 
who invite only those with similar views, 
like Mr T.N. Kaul. Let me hasten to add 
before I am accused of innuendo, that 
this is a reflection on the Russians, not 
on Mr Kaul. * 

hr Hindustan Times is not a place 
where one would expect Soviet in¬ 
fluence to penetrate. I was therefore in¬ 
trigued to see it come up with the head¬ 
line, “Moscow will not Join Aid Cartel.” 
The news item referred to the refusal of 
the Soviet Union to accept the Brandt 
Commission recommendation for raising 
aid to developing nations to one per cent 
of its GNP. The headline converted this 
dastardly act into one of puie nobility. 

At this rate wc* shall soon be told that 
Mr Leonid Bic/hnev has icfused to join 
the cartel of democrat ies President Zift 
of Pakistan will denounce the cartel of 
political parties Criminals in South 
Bjhar will protest against the police car¬ 
tel. Cannibals in New Guinea will agitate 
against (he animal-eating cartel. Hood¬ 
lums will refuse to join the law-abiding 
cartel. Lesbians will condemn the hete¬ 
rosexual cartel. And, of course, politi¬ 
cians losing their seats will protest 
against the voter cartel, 

Swaminathan 8. Aiyar 

October 17, 1980 
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/The entry of rainwater into the soil is 
through the surface and it needs to be 
kept in a condition to receive more and 
more of the rain water. Among other 
things, the means to soak as much water 
as possible into the soil include : 

(1) off-season tillage; 

(2) organic mulches for rabi or late 
khanf crops; 

(3) vertical mulch for the low rainfall 
regurs; 

(4) advancing the sowing time of rabi 
crops below the Vindhyan region; 

(5) deep tillage in textural profiles; 

(6) tillage for cutting the hard plough 
pans in the alluviums of north India, and 

ffl) farming on grade. 

Some details are given below. 

Off-season Tillage : Shallow surface cul¬ 
tivation immediately after the harvest of 
the crop and later in the off-season helps 
in keeping the soil open and also helps in 
the control of weeds. 

In the sub-humid red soil regions as 
well as in the semi-arid red soil regions, 
off-season tillage has been found to be 
ycry useful. In sub-normal years the ad¬ 
vantages are more significant (Table 1). 

Table I 

Effect of Off-season Tillage on Yield of 
Sorghum (CSH-6) in the Sevni-arid Red 
Soils of Hyderabad 


System Average Yield (q/ha) 

1978 

1979 

(Normal 

(Sub-normal 

year) 

year) 

Hough and plant 


system (direct sow¬ 


ing) 9.3 

4.9 

Off-season tillage 13.4 

12.4 


Organic Mulches : Organic mulches are 
found to improve water intake and would 
be useful for the late khanf or rabi sita- 


This is an excerpt from a paper read by 
I3r M.S. Swaminathan. Member. Planning 
Commission, at a recent Seminar on dryland 
farming. 
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tions. But in our country their use is 
very limited as the crop residues essen¬ 
tially form a part of the fodder to the 
bovines. 

Vertical Mulch ; The regurs of Deccan 
region have low infiltration due to heavy 
texture of the soils. Sometimes it is con¬ 
founded by sodiumisation and low rain¬ 
fall. 

In such situations vertical mulch, which 
essentially is providing 45 cm deep and 
22 5 cm wide furrows across the slope at 4 
to 8 metres intervals and packing them with 
stalks of sorghum/cotton so that it would 
extend beyond the soil surface by about 
15 cm. This helps in improved water 
intake leading to higher yields. The bene¬ 
fits are more in low rainfall years 
(Tablci I). 

Table II 

Effect of Vertical Mulch on the Yield of 
Sorghum (M35-1) in Bellary Region 


Yield (q/ha) 

Treatment 1972-73 1975-76 

(Sub-normal) (Normal) 


Control 

0.2 

10.8 

Vertical mulch at 4metrc 



interval 

4.0 

11.2 

Vertical mulch at 8metre 



interval 

2.8 

12.5 


Advancing Sowing Time : Below the 
Vindhyan region, where temperature tran¬ 
sition from khanf to rabi is not abrupt, 
crops should be sown much ahead of the 
conventional dates. Even though highest 
rainfall is received by first fortnight of 
September farmers in the Deccan rabi 
region sow almost after the cessation of 
the rains. 


Region 

Sowing time 

Bijapur 

Last week of September 

Solapur 

First week of October 

Bellary 

Second week of October 
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But by providing surface drainage crops 
can be grown at least four weeks ahead 
when part of the crop growth would be 
completed with rains. The yields obtai¬ 
ned in an experiment at Solapur are given 
in Table III. 


Table III 

Effect of Advanced Sowing of Crops on 
Yield of Crops (Solapur 1971) 


Sowing 

time 


Yield (q/ha) 


Sor¬ 

ghum 

Safflo¬ 

wer 

Gram Wheat 

Sept. 8 

8.8 

12.4 

8.4 

4.7 

Sept. 20 

5.4 

9.9 

7.4 

4.6 

Oct. 7* 

4.2 

7.2 

4.4 

2.1 

Oct. 20 

1.5 

4.0 

4,1 

2.1 


♦Normal date of sowing 

Tillage : Surface tillage in off-season 
is seen to be advantageous (vide supra). 
Tillage to break the plough pans in the 
Gangetic alluvial plains permits the roots 
of crops, particularly of adventitious roots 
to move deeper and tap subsoil fertility 
as well as water. Similarly in textural 
profiles as in the red soils of Anantapur, 
deep ploughing helps in better root deve¬ 
lopment of crops and finally yields. Thus 
such cdaphic factors which do not affect 
the movement of water but affect root 
development need be ameliorated for 
optimised use of the stored water in the 
soil profile. 

Farming on Grade : The conventional 
practice of soil and moisture conservation 
had been contour bunding. Today it is 
realised that contour bunds might create 
waterlogging and crop losses in regurs . 
In light soils such a practice excludes the * 
possibilities of water harvesting at the 
lower elements of slope. 

Now in light soils and shallow to me- 
dium regurs graded bunds are suggested 
for areas with slopes more than 1.5 per 
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dtai la deep regm only keyline cultiva¬ 
tion on grade is recommended. 

^ Between the graded bunds sowing of 
crops should be parallel to the bunds. 
Similarly with the keylines. Then with 
eventual intercultural operations the crop 
rows can be ridged leaving furrows in- 
between crop rows. This system docs not 
involve any additional tools or equip¬ 
ment and the farmers can adopt it with 
their own existing implements like coun¬ 
try plough or blade harrow. Such a land 
configuration leads to improved water 
intake and increased yields to the tune of 
15 per cent. Some synergetic effects 
v might be observed when it is coupled with 
improved crop husbandry. 

Another simple method of increasing 
water intake is providing dead-furrows at 
regular intervals of 2-4 metres. These fur¬ 
rows would arrest runoff and provide 
more lime for water to move into the soil 
profile. In low rainfall areas it would be 
useful. 

The bed-furrow system is yet another 


method of land coaSg^tion but needs 
special tools which would not' be in the 
easy reach of the small and marginal far¬ 
mers. Similarly border graded strips 
which are found to be useful in the sub- 
humid red soils of Bangalore region need 
investment. 

Runoff Recycling to Donor Areas: Runoff 
is inevitable in tropics. It varies from 
10 per cent in the low rainfall regurs of 
Bellary to 40 per cent in the high rainfall 
regurs of Malwa Plateau. The conven¬ 
tional water harvesting systems had been 
the tanks. They are still in existence in 
many parts of south India. In Madhya 
Pradesh as per revenue records tanks were 
common, but today they arc few and far 
in-between. This is largely because the 
tanks belonged to the community and con¬ 
sequently were not well managed. Further 
the water from the tanks is used in the 
lower reaches to grow the more inefficient 
water users like rice. The donor area is 
not benefitted. 

It had been the endeavour of the All 


tfitlilfc Coordinated Research Project I®; 
Dryland Agriculture to create small poadm 
(250mVha) and provide water to the® 
donor area for a critical irrigation to 
kharif crops or recharge the soil profile J 
with an irrigation to grow rabi crops ill 
deep/heavy soils. 

The payoff for such a critical irrigation 
had been high, as much as 20 kg grain 
ha/mm. But there are still certain prob* 
lems that need solution before such sys¬ 
tems arc adopted in the drylands of India. 

Among other things they include; 

(i) high seepage in the light soils (eg, 
red soils, alluvial soils; 

(ii) lack of cheap sealant; and 

(iii) Efficient methods for lifting water 
and its use. 

The research information so far collec¬ 
ted is in bits and pieces. A major effort 
is required in this direction from hydrolo¬ 
gists, soil physicists, agricultural engineer* 
and agronomists. 


Is Business Serious About Rural Development P 


Industry’s involvement in rural deve¬ 
lopment is recent—it goes back to some 
five or six years. Despite tax inducements, 
political compulsions and what not, pro¬ 
gress during these years has been inade¬ 
quate, halting, belated and tardy. As 
usual, we have no statistical data. Go¬ 
vernment has some information because 
of Section 35 CC approvals. Chambers 
I of Commerce also have been trying to 
collect information from their members. 
It is not easy to get reliable data in terms 
of number of companies engaged in rural 
development, extent of funds committed 
by them for this purpose, pace of prog¬ 
ress year by year, etc. 

Some honourable exceptions apart, 
most companies and particularly most 
managers are inactive, half-hearted or 
k disingenous as far as rural development 
work is concerned. Some industry people 
are heard saying honestly what they feel— 
vise, the business of business is business. 
JjjThey have nothing to do with such high 
f&lutin talk of social responsibility, rural 
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P. C. Randeria 

development, etc. But they say this pri¬ 
vately more than in public. Yet another 
group of honest business men express 
diffidence and doubts about their role, 
capability etc. They are well-meaning 
but frankly they do not know what they 
could do usefully by way of rural develop¬ 
ment—on a regular, continuing basis. 
There are of course few honourable 
exceptions, by way of industrial houses 
engaged actively and sincerely in rura 
development work. They are being used as 
examples—rather as adornments. But how 
long can we go on relying on the 
performance of a few ? 

Should we worry about rural develop¬ 
ment, now that the Janata Government 
has gone ? The new Government also 
wants industry to play a role in rural 
development. The tax inducements for 
rural development work are still on the 
statute book. The incentives may be im¬ 
proved. Industry is asking for weighted 
deduction of 120 or 130 per cent instead 
of 100 per cent. Other concessions also 
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are being sought. Perhaps, this is the 
carrot which moves industry. But even 
so, it will not move a lot more of compa¬ 
nies and it will not intensify significantly 
the on-going work by companies already 
in the field. 

What do we understand by rural deve¬ 
lopment? Rural development is not a 
matter of expansion and diversification 
of welfare activities. This is how it is 
being looked upon in quite a few com¬ 
panies. Along with welfare promotion 
some business promotion also is sought 
to be served. Such an approach comes 
easy to companies especially working in 
rural or semi-urban areas as also compa¬ 
nies engaged in activities linked with agri¬ 
culture. 

The work of rural development is and 
should be in rural areas. This seems ob¬ 
vious but often the obvious is overlooked. 
The important question is : to whom 
should the benefits of rural development 
be directed ? It is generally found that 
rural development benefits are cornered 
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/powerfuland welLlo-do Jwhi- 
The benefits do got, by and large, 
/ the daily life and happiness of many 
ibns below the poverty line. 

in this connection, attention is invited 
& a recent study undertaken by the Plan 
Evaluation Organisation of the Planning 
Commission. The study relates to the 
accessibility of the poor to rural water 
supply. An article in a recent issue of the 
Economic and Political Weekly gives a 
summary of this evaluation study. One 
is aghast at the political geography of 
drinking water outlets in what are descri¬ 
bed as problem villages. Wells on paper; 
wafer points located in non-poor locali¬ 
ties, breakdowns and poor maintenance- - 
all this makes heartrending reading. 

Unimaginable Discrimination 

In matters of irrigation, fertiliser dis¬ 
tribution, credit and other inputs, one is 
familiar with the advantages in favour 
of the better-off members in the rural 
community. But to sec this advantage 
even in the case of drinking water faci¬ 
lity is something not easy to accept. Will 
the poor have always to remain neg¬ 
lected ? 

A quantitative assessment of industry's 
involvement in rural development efforts 
is not difficult to make. But a qualitative 
assessment is not easy. Is the rural deve¬ 
lopment work directed to the right end 
or purpose ? Is the private industry 
delivery system more effective, efficient— 
i.e. leakproof or less corrupt to put it 
bluntly—than the bureaucratic or govern¬ 
mental system ? It will be useful to initi¬ 
ate some case studies to throw light on 
this and other related issues as regards 
management of rural development 
projects. 

Why should industry involve itself in 
rural development ? Some theoretical 
Underpinning for such an effort is neces¬ 
sary. For this purpose we must turn to 
economic history. Industrial revolution 
in the West came after agricultural revo¬ 
lution. In our country it has been the 
other way about. This has now to be 
set right. There cannot be any further 
significant progress in industry unless we 
have a real agricultural breakthrough. 
The patf successes of the green revolu¬ 
tion cannot be repeated. Some basic 
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structural changes are necessary in our" 
agrarian system. The growing mass of 
landless workers must be given a stake in 
the system. They must literally find a place 
on our rural map. 

Market Constraints 

Industrial growth is going to come up 
more and more against market con¬ 
straints. Export markets are of course 
one outlet. But there are limits and limi¬ 
tations in that direction. It is the do¬ 
mestic market which has to be segmented. 
Agricultural growth and rural develop¬ 
ment result in much more than just deve¬ 
loping the rural market. They create 
serious cleavages and tensions. Our 
rural scene bears witness to this fact. We 
in the cities tend to take an isolated 
view. Just as in earlier periods of indus¬ 
trial growth, the gentry and the bour¬ 
geoisie were on the opposite sides and had 
to fight it out. We also will reach sooner 
or later such a state of confrontation. 
The choice cannot be long delayed. 

It is in this larger historical perspective 
that the role of industry in rural develop¬ 
ment must be seen. Some type of image- 
building exercises or some sort of welfare 
measures are not enough. Experience 
of rural development work brings 
out sharply the political and social 
dimensions of these efforts. Vested in¬ 
terests in the rural areas fight back when 
their power centres come even under 
some degree of innocent scrutiny. Leaders 
of industry seem to be aware of these 
latent dangers, one wonders. The urban 
as also the rural elite have their own 
linkages. Does this explain why indus¬ 
try’s efforts at rural deveolpment are in¬ 
adequate and halting ? 

What can industry really do for 
rural development ? Money is not 
much of a constraint. Contributions 
and donations have only marginal value. 
We hear of management opportunities 
for industry personnel in the cause of 
rural development. 

Is it realistic to expect managers with 
their lifestyle and workstyle to go out to 
villages and involve themselves in rural 
development efforts ? Long distance 
management or remote control manage¬ 
ment or part-time i.e. week-end or vaca¬ 


tion management Is really not <tf 

much use* 

The exhortation to managers to listen 
to the call of the villages is based on 
idealism. But it is also modelled on the 
behaviour of American executives, who 
are now known in increasing num¬ 
bers to take a year or more of Sabbatical 
leave encouraged by their management 
to devote ftill time for community service. 

This model is not applicable in our 
situation for two main reasons. First, 
there is no gap in living conditions bet¬ 
ween cities and villages over there. So 
mobility is not hampered. Second, let., 
us admit that the conscience of those 
executives is more evolved than is the 
case here. Their sensitivity is much more 
than that of our executives. We tend to 
take the suffering around us for granted, 
to say the least. 

Artificial Response 

Top management response to the call 
of rural development is somewhat artificial 
moved as they are by PR or political or 
other compulsions. The indifference and 
cynicism amongst middle and lower ^ 
management ranks towards rural deve¬ 
lopment is a true reflection of our corpo¬ 
rate condition. It is this which finally 
prevails over the rhetoric of the top t>rass. 
In the process, we are left by and large 
with symbolic, cosmetic or peripheral sort 
of rural development efforts by industry. 

In the light of this analysis our indus¬ 
try’s role in rural development is bound 
to remain limited. The real motivation 
and momentum for rural development 
will have to be sought elsewhere. Per¬ 
haps, students, youth, intellectuals and ^ 
trade unionists may be able to play a 
more significant role in rural develop¬ 
ment. Profit-motive is all right for the 
market. But for society—social work 
and social relations—service or altruism 
is the right motive. Prof Richard Titmus, 
a great British sociologist, observes that 
one of the diseases of modern society 
is the frustration of the altruistic motive. 
We need to nurture and encourage expres-' 
sion of this motive. A few persons in 
industry may certainly be endowed with 
this motive. But to expect industry as j 
a whole to respond to this motive is to ^ 
ignore reality. 
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Solar Energy for Irrigation 

B. V. Ramana Rao and P. C. Panda 


Wind power and solar energy are two 
sources of renewable energy for pump¬ 
ing water for irrigation. A compara¬ 
tive study on the wind power and 
solar energy potentials for lifting 
water for irrigation at different stations 
spread all over the country reveals 
that exploitation of solar energy is 
inevitable to supplement the energy 
needs in agriculture for irrigation 
in most parts of India. A solar 
pump with a panel area of lm 2 photo¬ 
voltaic system can approximately irri¬ 
gate one hectare during Kharif and Rabi 
seasons and 0.3 to 0.4 hectare during 
summer season at places where the 
water table is available at a depth of 10 
metres. The present status of research 
and the need for development of a 
cheap solar pump are discussed here. 

It is an established fact that water is 
one of the limiting factors for increas¬ 
ing agricultural production particularly 
in the arid and semi-arid regions of 
India. Ground water may be 
available at some depth in some of the 
regions and it can be exploited for 
irrigation only if energy is available 
for lifting water. In such cases ener¬ 
gy is the major constraint for improv¬ 
ing agricultural production. With 
increasing prices of fuel, depletion of 
natural energy sources and frequent in¬ 
terruptions in power supply, attention 
is being focussed on utilising renew¬ 
able sources of energy for pumping 
water for irrigation. Solar energy and 
wind power can be considered as sour¬ 
ces of renewable energy for pumping 
water. When two sources are available 
investigation becomes inevitable to 
judge the source of energy that has 

The authors are associated with the 
Division of Wind Power and So'ar Energy 
Utilisation, Central Aiid Zone Research 
Institute. Jodhpur, 


got better potential in a given location. 

Solar energy can be conveniently 
utilised for pumping water to provide 
irrigation to the crops particularly dur¬ 
ing the period of droughts when clear 
skies and abundant sunshine are assur¬ 
ed. On a cloudy day, the available 
solar energy will be less and so also 
the evapotranspiration losses. The 
process of evapotranspiration depends 
upon solar energy to a greater extent 
and, therefore, one can naturally ex¬ 
pect direct relationship between 
solar energy, water output for irriga¬ 
tion and the evapotranspiration de¬ 
mand. Wind power is not so much 
assured as solar energy during the 
period of droughts. According to 
Srinivasa et al. (1978), the usable 
wind mill area density is somewhere 
between 0.1 to 1,5 per cent only. 
However there is no such limitation 
for utilising solar energy for pumping 
water. In India, there will be light 
winds during winter season when water 
is required for irrigating rabi crops 
and strong winds during kharif season 
which coincides with the south west 
monsoon season. On the other hand 
clear skies prevail during rabi season 
and partly cloudy skies during khanf 
season, thereby providing natural regu¬ 
lation of solar energy depending upon 
the water need for crops. Strong and 
stormy winds might damage the struc¬ 
ture of wind mills, thereby increasing 
the maintenance cost of these mills. 

A comparison of solar energy and 
wind power potentials for supplemen¬ 
ting the energy requirements in agri¬ 
culture is made in this article to 
emphasize the need for utilising solar 
energy for pumping water in India. 

The maximunr efficiency that is 
achieved in utilising solar energy 
♦ ♦-»»♦+♦ ♦ ♦♦+♦+♦+ ♦+♦ ♦♦♦ » 


through photovoltaic conversion for 
pumping water is only about 10 per 
cent (Bahadori, 1978). Therefore, the 
volume of water that can be pumped 
utilising solar energy across an area of 
cross-section of l m 2 from water table 
of depth 10 metres is calculated assum¬ 
ing g^-=980 cm/sec 2 , d~lgm/cc and 
^s^O.I. The volume of water thus 
obtained is converted into ha-cm so 
that it will directly reflect the solar 
energy potential for irrigation. 

The efficiency of the wind mill is 
maximum when wind velocities are of 
the order of 9 to 10 kmph and then 
decrease in wind speed (Chowdhry et 
al., 1980). In the present case, it is as¬ 
sumed that the wind mill works with 
an over-all efficiency of 10 per cent 
(i.e. 7 W **0.1). The values of V w are 
calculated assuming that the depth of 
the water table is 10 metres. 

The mean daily solar radiation 
received on a horizontal surface during 
different months at some selected 
stations in India were taken from 
Garg (1977). The normal wind speeds 
during different months for these sta¬ 
tions were taken from the climatio- 
logical tables published by the India 
Meteorological Department (1966). 

The water that can be pumped in ha- 
cm per day from the water table of 
depth 10 metres assuming an overall 
efficiency of 10 per cent utilising solar 
energy and wind power across an 
area of cross section 1 m 2 has been 
computed and given in Table I, for 
the stations considered. The corres¬ 
ponding values of annual output of 
water in ha-cm at different stations 
are given in Table II. 

From Table I, it can be seen that 
the wind power potential is not 
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Table I 

Water Output from a Depth of 10 Metres Utilising Solar Energy and Wind Power 


(A=l sq m, V*»0.i) 


Station 

Energy 





Daily rate of water output in ha-cm 




Jan 

Feb 

March 

, April 

May 

June 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

Ahmcdabad 

SE 

0.18 

0.21 

0.24 

0.27 

0.28 

0.23 

0.18 

0.17 

0.20 

0.21 

0.18 

0.17 


WP 

—- 

— 

— 

0.06 

0.08 

0.15 

0.15 

0.06 

— 

— 

• - 

— 

Bhavnagar 

SE 

0.19 

0.22 

0.25 

0.26 

0.27 

0.22 

0.17 

0.16 

0.19 

0.21 

0.19 

0.17 


WP 

0.06 

0.08 

0.12 

0.15 

0-32 

0.39 

0.39 

0.25 

0.12 

0.06 

— 

—- 

Bombay 

SE 

0.18 

0.21 

0.23 

0.25 

0.26 

0.19 

0.15 

0.14 

0.17 

0.19 

0.19 

0.18 


WP 

0.08 

0.08 

0.12 

0.12 

0.12 

0.25 

0.47 

0.25 

0.12 

0.08 

0.06 

0.06 

Calcutta 

SE 

0.15 

0.18 

0.21 

0.23 

0.24 

0.18 

0.17 

0.16 

0.16 

0. ’7 

0.16 

0.15 


WP 

— 

— 

0.06 

0.25 

0.47 

0.20 

0.15 

0.12 

0.06 

- ■ 

— 

— 

Goa 

SE 

0.21 

0.23 

0.25 

0.25 

0.25 

0.18 

0.15 

0.18 

0.19 

0.21 

0.21 

0.20 


WP 

0.15 

0.20 

0.20 

0.25 

0.39 

0.79 

1.40 

0.79 

0.15 

0.12 

0.08 

0.12 

Jodhpur 

SE 

0.17 

0.20 

0.24 

0.26 

0.27 

0.26 

0.22 

0.20 

0.22 

0.21 

0.18 

0.16 


WP 

0.08 

0.08 

0.12 

0.12 

0.39 

0.79 

0.57 

0.25 

0.15 

— 

— 

— 

Madras 

SE 

0.19 

0.23 

0.25 

0.25 

0.21 

0.20 

0.20 

0.20 

0.20 

0.18 

0.16 

0.16 


WP 

0.08 

0.08 

0.12 

0.12 

0.25 

0.47 

0.39 

0.32 

0.15 

0.08 

0.20 

0.25 

Nagpur* 

SE 

0.18 

021 

0.23 

0,24 

0.25 

0.20 

0.16 

0.15 

0.18 

0.20 

0.19 

0.17 

WP 













New Delhi 

SE 

0.14 

0.18 

0.22 

0.25 

0.26 

0.24 

0.20 

0.18 

0.20 

0.19 

0.16 

0.14 


WP 

0.06 

0.12 

0.15 

0.15 

0.25 

0.39 

0.12 

0.08 

0.12 

— 

— 

— 

Poona 

SE 

0.19 

0.22 

0.24 

0.26 

0.26 

0.21 

0.16 

0.16 

0.19 

0.20 

*0.19 

0.18 


WP 

— 

— 

— 

— 

— 

0.08 

0.08 

0.06 

— 

— 

— 

— 

Shillong 

SE 

0.14 

0.18 

0.20 

0.21 

0.19 

0.15 

0.15 

0.15 

0.13 

0.14 

0.15 

0.15 


WP 

— 

— 

— 

0.06 

— 

— 

— 

— 

— 

* — 
p 

— 

— 

Trivandrum 

SE 

0.21 

0.23 

0.24 

0.22 

0.20 

0.18 

0.18 

0.20 

0.21 

0.19 

0.18 

0.18 


WP 

— 

— 

— 

0.06 

0.08 

0.12 

0.15 

0.15 

0.12 

— 

— 

— 

Visakhapatnam SE 

0.19 

0.20 

0.23 

0.24 

0.24 

0.18 

0.17 

0.18 

0,18 

0.19 

0.19 

0.18 


WP 

— 

— 

0.12 

0.39 

0.47 

0.32 

0.57 

0.32 

0.12 

0.06 

0.06 

— 

Kodaikanal 

SE 

0.23 

0.24 

0.25 

0.23 

0.21 

0,18 

0.16 

0.17 

0.18 

0.16 

0.18 

0.19 


WP 

0.25 

0.20 

0.32 

0.20 

0.20 

0.39 

0.56 

0.32 

0.15 

0.12 

0.20 

0.25 

Mangalore 

SE 

0.20 

0.22 

0.24 

0.24 

0.22 

0.15 

— 

0.18 

0.18 

0.19 

0.18 

0.18 


WP 

0.06 

0.08 

0.06 

0.08 

0.12 

0.08 

0.08 

0,06 

— 

— 

— 

0.06 

Bangalore 

SE 

0.20 

0.22 

0.23 

0.23 

0.21 

0.18 

0.16 

0.16 

0.17 

0.16 

0.17 

0.17 


WP 

0.12 

0.12 

0.08 

0.08 

0.20 

0.57 

0.57 

0.39 

0.20 

0.06 

0.08 

0.12 

Bhubaneswar 

SE 

0.14 

0.16 

0.18 

0.19 

0.20 

0.15 

0.13 

0.13 

0.14 

0.14 

0.14 

0.14 


WP 

— 

— 

— 

0.06 

0.08 

— 

... 

— 

— 

— 

— 

— 

Gulmarg 

SE 

— 

— 

0.14 

0.17 

0.18 

0.20 

0.17 

0.14 

0.15 

0.14 

— 

— 

WP 

0.08 

0.06 

0.15 

0.25 

0.67 

2.26 

1.80 

1.23 

0,47 

0.08 

— 

— 

Minicoy 

SE 

0.17 

0.19 

0.19 

0.18 

0.16 

0.13 

0.13 

0.16 

0.16 

0.16 

0.16 

0.15 

WP 

.... 

_ 

_ 

— 

0.15 

0.56 

0.47 

0.39 

0.25 

0.12 


— 

Hyderabad 

SE 

0.18 

0.22 

0.23 

0.23 

0.21 

0.18 

0.16 

0.16 

0.17 

0.16 

0.17 

0.17 


WP 

0.06 

0.08 

0.12 

0.15 

0.20 

1.80 

1.23 

0.67. 

0.25 

0.08 

0.06 

— 


•Wind data was not available. 
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adequate for pumping water throughout 
the year thereby indicating the need 
for exploiting solar energy only. The 
wind power potential is greater than 
solar energy potential only during the, 
Kharif season (June to September) 
when water is required mostly for 
supplementary irrigation while the 
wind power potential is very low 
during the rabi season (November to 
February). However, the wind power 
potential is greater than solar energy 
potential almost throughout the year 
at.a few places like Kodaikanal and 
Gulmarg. 

Even on annual basis, the water 
output that can be pumped by utilising 
solar energy is greater at 11 out of 20 
stations considered as reflected from 
the data presented in Table IK 

The design of wind mill or solar 
pump required fora given location 
should be based on the distribution 
of rainfall, water requirements of 
crops and depth at which ground water 
is available. 

The yields of rabi crops like wheat, 


gram, safflower, mustard etc., grown 
under conserved moisture conditions 
are particluarly very low due to 
inadequate water supply from the soil 
profile during the flowering and re¬ 
productive stages of crop growth. The 
evapotranspiration rates during rabi 
season vary usually from 2 to 3 mm per 
day in North India compared to 3 to 4 
mm per day in South India. Therefore 
a solar pump of 1 m* panel area can 
irrigate about one hectare in northern 
parts and about 0.6 to 0.7 hectare in 
southern parts of the country if the 
water table is available at a depth of 
about 10 m. However, during summer 
season, the evapotranspiration rates 
vary from 6 to 8 mm per day in many 
parts of the country. A solar pump 
of one m 1 panel area can pump about 
0.25 ha-cm of water per day from 
water table of depth 10 mu Therefore, 
a solar pump of one m* panel area can 
be used for irrigating an area of 0.3 
to 0.4 hectare only during summer 
season. During Kharif season, a 
solar pump of one m s panel area can 
pump about 0.2 ha-cm of water per 


Table II 

Annual Water Output in ha-cm 

(h=10 m; »?»0.1 and A = 1 m* 


Station 

Using solar 
energy 

Using wind 
power 

Ahmedabad 

71.03 

15.29 

Bhavnagar 

75.77 

56.39 

Bombay 

70.76 

55.34 

Calcutta 

65.69 

40.04 

Goa 

75.96 

141.05 

Jodhpur 

78.79 

77.77 

Madras 

73.63 

76.63 

Nagpur 

71.72 

— 

New Delhi 

71.77 

44.62 

Poona 

69.17 

6.74 

Shillong 

59.16 

1.80 

Trivandrum 

73.54 

20.78 

Visakhapatnam 

71.90 

74.32 

Kodaikanal 

72.21 

96.81 

Mangalore 

68.50 

18.82 

Bangalore 

68.48 

78.61 

Bhubaneswar 

55.91 

4.28 

Gulmarg 

39.47 

215.89 

Minicoy 

58.79 

59.33 

Hyderabad 

68.03 

141.97 


day from a water table of depth TO m< 
As protective irrigation is required for 
stabilising the yields of Kharif crops, a 
solar pump can irrigate about one hec¬ 
tare area in many parts of the country. 
If more area has to be irrigated, the 
panel area of the solar pump will have 
to be proportionately increased. The 
examples are drawn in this article assu¬ 
ming that water table occurs at a depth 
of 10 metres. However, in the arid re¬ 
gions, the ground water table occurs at 
a depth of about more than 40 metres. 
In such cases there is need to increase 
the panel area of the solar pumps 
proportionately. 

Solar pumps are developed on 
the principle of (i) thermodynamic 
processes using Rankine, Brayton or 
Stirling Cycle and (ii) direct conversion 
method using photovoltaic, thermo¬ 
electric and thermionic processes. The 
efficiency achieved using thermo¬ 
dynamic processes is only about one to 
three per cent whereas the efficiency 
achieved using photovoltaic systems is 
about 10 per cent. However the cost 
of the solar pump using photovoltaic 
technology is very high and not within 
the reach of a common farmer. A 
cheap and efficient solar pump, if 
developed can be a real boon for 
agricultural development in India. 
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T do not think it likely that President 
■■•Sanjiva Reddy will tell us more about 
the banquet incident in Moscow than 
the bits and pieces of explanation which 
have been doled out by the Soviet officials 
for public consumption. It is difficult to 
believe that the death of the wife of a 
colleague could have been considered by 
the Soviet President to be reason enough 
for making himself not available at the 
last moment for the return banquet which 
the visiting President of India was to 
have hosted in his honour, Messrs L.K. 
Advaniand Subramaniam Swamy, there¬ 
fore, are not making a fuss when they 
complain that India has been insulted. 
However, even if the facts have been 
communicated by Moscow to New Delhi 
and the episode explained to the satisfac¬ 
tion of the latter, Mrs Gandhi may be 
prevented by the requirements of confi¬ 
dentiality from passing on the Soviet ex¬ 
planation when the issue is raised in Par¬ 
liament as it is bound to be. That the 
Indian President’s goodwill visit to the 
Soviet Union should have suffered this 
mishap is to be regretted, of course. The 
embarrassment he personally has had 
to endure is by no means inconsiderable. 

The Prime Minister may not have been 
doing much to earn the cooperation or 
goodwill of the Opposition. Indeed, it 
could be said that she has been conduct¬ 
ing herself as if she believes she can do 
very well without that kind of responsive¬ 
ness from various political parties. 
While this could be a provocation for her 
political foes to stage a confrontation 
with her or her party, it may still not be 
sufficient justification for the leadership 
of the Bharatiya Janata Party, for ins¬ 
tance, to organize any extensive public 
agitation on issues such as inflation 
and high prices, communal disturbances 
or the National Security Ordinance. By 
resorting to the tactics of harassment, 
Opposition parties could, no doubt, make 
it difficult for Mrs Gandhi’s Government 


to function effectively. But, this could 
bring no relief to the people and would 
only diminish the capacity of the admini¬ 
stration to cope with the economic or 
political problems. 

Some Opposition leaders are saying 
that they do not expect the present 
Government to stay in office for a full term 
and Mr Morarji Desai, in fact, has been 
heard predicting that Mrs Gandhi may 
not remain in power for much longer 
than six months. If statements of this 
kind reflect the thinking behind the 
strategy of agitation which the Opposition 
parties seem to be keen on adopting, they 
cannot surely hope for the sympathy or 
the support of the public. There is no 
reason to believe that any large part of 
our people has come to feel that a change 
of Government is what is needed to put 
things right. Even Opposition parties can¬ 
not seriously argue that, whether individu¬ 
ally or in any combination, they could 
immediately offer a more competent or 
purposeful alternative to the present 
Government at the Centre. When this is 
the case it is not only just irresponsibility 
but a clear betrayal of the national in¬ 
terest for any Opposition group to or¬ 
ganize agitations merely for the sake of 
creating as much disaffection among the 
people as possible. 

hr Prime Minister was in our neigh¬ 
bourhood twice during the past four 
weeks or so. On the first occasion she 
was calling at the place of a certain grey 
eminence of the Fourth Estate (if that 
phrase has still any meaning) who had 
arranged for four luminaries, three from 
the Delhi University and one from the 
local press, to meet her. She stayed for 
about 45 minutes which, I suppose, could 
suggest that there was something very 
like a feast of reason and, possibly, a 
flow of soul. Incidentally, this get- 
together has so far not been mentioned 
in the press, although it took place in the 
capital’s "journalists’ colony’’. 



The second time when the Prime Mini^ 
ter was in the area was when she partici-; 
pated in a 4 show to end all shows’ got up 
by the leading lights of the cooperative 
movement across the country. The co- 
operators had every right to celebrate 
because they had just moved into one of 
the most imposing and spacious complex 
of buildings which have come up in the 
capital. Doing honour and justice to 
this imposing habitation they had arrang¬ 
ed it to be festooned and illuminated with 
a thousand, if not thousands of electric 
bulbs for three consecutive evenings. 

To such a conscientious and socially k 
sensitive lot it was that Mrs Gandhi ap¬ 
pealed to spend itself in the service of the 
people, for instance, by helping to bring 
down the price of sugar. Verily we live 
in a dream world. In case Mrs Gandhi 
does not know that cooperators 
arc the fastest growing and most 
affluent big business in the Govern¬ 
ment or the country today, she 
should seek enlightenment from Mrs 
Ramdulari Sinha, Minister of State in the 
, Ministry of Information and Broadcast¬ 
ing. Mrs Sinha, as l write, has gone < 
abroad, however. She is in Moscow on a 
ten-day visit, leading an Indian delegation 
of women cooperative leaders to an In¬ 
ternational Women’s Conference, after 
which she will attend a meeting of the 
27th Congress of International Coopera¬ 
tive Alliance. 


T here are no fleas on Mr C.R. Irani, 

I grant, and it could be presumed that 
he knows what he is about. Still I wonder 
why The Statesman should think it its 
duty to go to the aid and succour of The 
Ttmes (London), even if, according to { 
current reports on the economics of Fleet 
Street, The Ttmes is said to be running 
into hard times. For some time now 
one whole page of The Statesman minus 
the space occupied by advertisements is 
being devoted daily to selections from 
the columns of the London newspaper, 
yhe material, I assume is not being sup¬ 
plied to The Statesman free or gratis. In 
which case I would like to believe that# 
the money which The Statesman spends 
is money which The Statesman can 
spare. For The 

Times , presuma- ■■■■■ ^ 

bly, every little 
helps. 
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In the Nation 


Fertiliser Imports: Quo Vadis? 


Fertilizer imports during 1980 are 
likely to be to the tune of 5.5 million 
. tonnes, as against four million tonnes, 
each during 1978 and 1979. At a time 
When so much additional capacity has 
been created in the country, it seems rea¬ 
sonable to raise an eyebrow at this rela¬ 
tively high import figure. 

Two factors have contributed to this 
development. First, there has been a 
disastrous shortfall in domestic produc¬ 
tion. Second, demand has gone up 
following the good monsoon this year. 
Together these features have resulted in 
. a shortfall of 5.5 million tonnes. 

The practice is that the Ministry of 
Agriculture informs the MMTC—the 
canalising agency—of its requirements. 
The MMTC, however, does not announce 
the intended purchase of the entire re¬ 
quirements at one time. Instead, it buys 
; on a piecemeal basis, so as to not push 
up international prices. This precaution 
is necessary since India is the biggest im¬ 
porter of fertilisers in the world. Nor¬ 
mally, Inng-tcrm contracts are entered 
jnto but spot purchases are also made if 
the price is low. For example, this year 
' there is a glut in the USA on account of 
the embargo on grain export to the 
USSR. 

Distribution Process 

The MMTC then arranges for the pur¬ 
chase on behalf of the Ministry of Agri¬ 
culture. It hands over the various docu¬ 
ments to the Ministry which then arranges 
for the unloading and subsequent distri¬ 
bution to areas where there is a shortfall. 
For its trouble, the MMTC charges a 
service charge of 1.5 per cent. 

So much for the modalities of fertilizer 
; import. Going back to the first of the 
two factors mentioned above, no less than 
20 per cent additional capacity came on 
stream last year. Yet production was 
only slightly higher than during the pre¬ 
vious year. It is showing signs of picking 


up now. In some of the older plants, 
production actually declined. Capacity 
utilisation too slipped. Gorakhpur, Ba- 
rauni, Kanpur, Vizag, Mangalore—name 
the place and the story was the same. 
The year 1979-80 witnessed the most 
unfitting finale to the steady growth of the 
fertilizer industry since mid-sixties 

The major inhibitory factors have been 
two: lack of feedstock and power cuts; 
and the goings-on in Assam. The lack 
of adequate power meant that many 
units-such as those at Mangalore, 
Gorakhpur and Kanpur—had to operate 
at only 40 to 50 per cent of capacity. In 
fact, the Mangalore plant was shut for 
nearly six months owing to a 100 per 
cent power cut! The new plants also 
suffered, as did those that were to be 
commissioned in 1979. The Talcher and 
Ramgundam coal-based plants were to 
have been commissioned in December 
1979 but had to wait for eight months 
till September 1980. 

Feedstock Shortfall 

The blockade in Assam resulted in the 
stoppage of flow of crude and petroleum 
products. The severe shortfall in feed¬ 
stock availability has led to massive pro¬ 
duction losses and also delayed com¬ 
missioning of the plant at Phulpur. Add¬ 
ing to these were the frequent break¬ 
downs in plant and equipment. In con¬ 
sequence, India has had to buy its re¬ 
quirements abroad. 

On the demand side, on the other hand, 
there has been a marked improvement. 
During 1979-80, with drought affecting 
large areas of the country, consumption 
of fertilizer increased only by 4.8 per cent 
as against 19.3 per cent in 1978-79. This 
year, however, thanks to the good mon¬ 
soon, consumption of fertilizer is likely 
to go up at least 22 per cent. In view of 
the deficiencies in domestic production, 
the obvious answer has been to import 
the deficit quantities. 


In a sense, perhaps this is a good 
thing. The cost of imported fertilizer is 
almost invariably less than that of indi¬ 
genous manufacture. Even after taking 
into account the costs of bagging and 
freight from the port of entry, imported 
fertilizer often works out to be cheaper. 
The reason for this is that Indian plants 
are brand new and the pricing formula 
that has been worked out leads to Indian 
fertilizer being more expensive. The ex¬ 
factory price is fixed so as to yield 
post-tax return of 12 per cent on net 
worth. 

Undesirable Imports 

This, however, does not mean that 
imports arc desirable. International 
prices, particularly for nitrogenous ferti¬ 
lizers arc significantly affected by the 
periodical increases in oil prices. The 
June 1980 hike by OPEC, along with other 
inflationary pressures imply that inter¬ 
national fertilizer prices are likely to be 
higher during 1980-81. Freight costs 
have also gone up, contributing thereby 
to an increase in the landed cost of 
fertilizer. 

There is no alternative except en¬ 
suring that the various infrastructural 
facilities and raw materials are made 
available to the Indian plants in requisite 
quantities. In view of the adverse balance 
of payments position the need for this 
has become ever more pressing. During 
August and September there have been 
signs of improvement and it is to be 
hoped that the tempo will be kept up. 
With the giant coal-based plants at 
Talcher and Ramagiindam now on stream, 
the prospects look a little brighter, but 
both are suffering from teething troubles 
An equally heartening feature is that 
despite higher prices, demand has shown 
an upward trend. This indicates that 
fertilizer use is gaining greater acceptance. , 
To the extent that attitudinal problems 
beset Indian agriculture this is a healthy 
, *, ■ 
OCTOWRl7»4f9Q, 


EASTERN ECONOMIST 


898 



To alarg* extent,# eourae, 

fertilizer is used only by middle and large 
farmers. But by making available proper 
facilities for credit, the small farmers, 
too, will benefit. 


Oil: Much Ado 
About Nothing 


Fears of an oil famine have proved to be 
illusory. Despite the Iran-Iraq war and 
the consequent disruption in production, 
India has been able to purchase its re¬ 
quirements on the spot market. The cost 
has been somewhat higher at about $36 
per barrel. While the price being paid to 
Iran and Iraq was about $34 per barrel. 
At present India has about 3-4 weeks’ 
requirements. Given the relative abun¬ 
dance of supplies in the world market 
and the increases in production being 
effected by several Gulf producers, if the 
war does not drag on far too long, there 
is little cause for alarm. 

India has been fortunate in several 
respects, Firstly, since India would not 
have had much use for the oil from non- 
Gulf regions, the promised increase in 
production by Saudi Arabia, UAE and 
Qatar means that India can get the type 
of crude which it can use. All these coun¬ 
tries have offered to supply oil to India. 

Second, for petroleum products, the 
largest increase (about 20 per cent) has 
been in the price of fuel oil. India is 
lucky in that fuel oil constitutes the 
smallest part of its imports. It has been 
spared much increase where diesel and 
kerosene are concerned. These account 
for a large portion of the imports and the 
price increase here has been marginal. 

Third, while the country gets nearly 
75 per cent of its imports from Iran and 
Iraq (12 m tonnes out of a total 16 m 
tonnes), the shortfall in the current year 
had been small. According to the Petro¬ 
leum Ministry, the total shortfall was 
only about 1.6 m tonnes—0.6 m tonnes 
ftfrom Iran and 1.0 m tonnes from Iraq. 
It has, thus, not been difficult to buy the 
requisite amount in the world market 



wfc&ie there is a glut caused by the reces¬ 
sion in the West* But if the war drags 
on, with the onset of winter and some 
revival in the Western economies, the 
situation could become less easy. 

Fourth, Saudi Arabia’s decision to 
increase its production by 900,000 barrels 
per day has put an end to the spurt in 
prices in the free market. During the 
period immediately following the an¬ 
nouncement that Iran and Iraq had 
suspended exports, prices had jumped by 
$4 per barrel. 

As can be seen from this, the much 
feared drop in supply of crude has not 
(yet) materialised. The expectation of 
higher production and the glut in the 
world market has helped in keeping 
prices low and stable. In consequence, 
L dia—for the time being at any rate— 
has been spared the agony of serious gaps 
in supply and of having to pay through 
the nose. 

Stepping up Production 

In the long run, however, there can be 
no substitute for stepping up domestic 
production. The two major sources of 
supply arc Assam and Bombay High. 
Assam has been closed for nearly 10 
months now. There are chances that it 
would not be immediately possible to 
produce as much as the pre-agitation 
level (5 m tonnes) for fear of damaging 
that wells and the pipe lines. Assam, at 
best (and despite Mr Zail Singh) will 
become fully operational only gradually. 

That leaves Bombay High. And what 
indeed of Bombay High? Production 
schedules have been slipping consistently: 
1980 was to see 200,000 barrels per day. 
It was later reduced to J40,000. Latest 
reports suggest that it will produce not 
more than 125,000 barrels per day; to 
which the qualification should be added: 
if all goes well. 

All, in fact, does not seem to be going 
well for the ONGC, as is evident from 
the above production slippages. 
Ankleshwar will increase its output by 
50,000 tonnes per month but that still 
leaves the question hanging: what is wrong 
at the ONGC? An explanation would, 
at best, be an excuse. Unfortunately, 
what the country needs is oil. 

A related aspect that the country must 
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tackle is that of storage. At 
capacity is for about a month. 
the highly unpredictable situation in 
Gulf and the slow pace at which Bombay/ 
High is growing, it would be advisable' 
maintain larger inventories, just in case/ 
India finds itself not so fortunate in the ' 
future 


Orissa—Return of 
Confidence 


Orissa's Chief Minister, Mr J.B. Patnaik* 
has promptly and firmly put down the 
violent agitation that took place in the, 
western districts of the State and has, 
succeeded in restoring normalcy in the 
law and order situation. But it will take 
some time before the Marwari commu¬ 
nity is able to regain full confidence. Ait;, 
unfortunate effect of these incidents is 
that they have given a sharp sct-back to/ 
the State’s industrial progress. Though 
the attack was mainly directed against; 
the Marwaris in certain areas, it seems 
to have created considerable uncertainty 
and anxiety among businessmen in gene¬ 
ral. 

It was only a few weeks ago that 
Mr Patnaik announced a package of in/ 
centives to stimulate the growth of in¬ 
dustries. Some of the facilities and con¬ 
cessions offered under this scheme were 
more attractive than those available ear¬ 
lier. In some respects they were alsor , 
more substantial than what the other/ 
States in the eastern region offered,/ 
It was expected that businessmen both: 
in Orissa and outside would take act?/ 
vantage of these benefits and come for/; 
ward to set up new industries as well a$ f ; 
expand and diversify the existing units. 
But the agitation has shattered business/ 
confidence, at least for the time being. 

The State Government therefore should 
show far greater vigilance in effectively, 
enforcing law and order. It should firmly 
deal with those who break the peace deli¬ 
berately with political or other motives; 
Industrial development is yet to gather 
momentum in Orissa, Despite its im¬ 
mense natural and other resources, po- 
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* iterty continues to be acute ind wide* 
spread. The State can Ih^refore hardly 
; afford to dissipate its resources in con¬ 
trolling agitations at a lime when there 
is an urgent need to undertake activities 
/' for promoting the people’s welfare. 

The Government should now give the 
>- widest publicity to its incentive schemes 
; and assure businessmen, in (Xissa and 
' outside, that it will do its utmost to pro¬ 
vide them full support in their efforts at 
: ■ promoting the State's economic growth. 

At the same time, Orissa’s businessmen 
(, should also display greater enterprise and 
; initiative in developing the State’s re- 
\ sources and creating more opportunities 
': for employment. The Marwaris, in parti- 
; cular, should play a more positive role in 
; speeding up Orissa’s progress. As a class 
\ the Marwaris are tough-minded optimists 
; - who are not easily deterred or dis- 
; Couraged by disappointments in achieving 
their goals. They seldom quit and show 
( remarkable persistence, which cannot 
K be said of many other business commu- 
iv pities. The recent disturbances in Orissa 
.rthereforc are unlikely to make them 
timid and despondent, hven so, the 
'< i, Government should take special care to 
v ’ give them adequate protection so as to 
discourage the anti-social elements from 
creating communal disturbances on some 
t | pretext or the other. 

Local Entrepreneurs 

^ As in the other States of the eastern 
f region, in Orissa also local entrepreneur- 
: ship has made little headway due to edu- 
! . cationa) backwardness, lack of opportu¬ 
nities, and the absence of a positive policy 
on the part of the State Government to 
' encourage the youngmen of the State to 
i; take to business. No serious and syste- 
matic efforts have been made to provide 
‘ ■ entrepreneurial guidance and to create 
’i such conditions as will enthuse the edu- 
J cated youth to turn to commerce and 
; industry. The Government however should 
realise that local entrepreneurship can¬ 
not be promoted in isolation. It should 
therefore give the utmost encouragement 
to all business communities to play their 
role in the State’s development so that 
the economy can rapidly expand and 
create opportunities for local entrepre¬ 
neurs also to come up in large numbers. 
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More Super thermal 
Power Units 


Fivk M()Rr super thermal power stations 
arc to set up in the country for which 
National Thermal Power Corporation 
(NTPC) has already started investigations 
to prepare feasibility studies. Once the 
techno-economic suitability of the loca¬ 
tions are identified the Government would 
scrutinise the financial aspect. More like¬ 
ly, these thermal power stations would 
be located near the pitheads of coal mines 
so that each of the coal raising regions 
would get one such power station. While 
the average capacity of these units would 
be 2,000 mw, in certain cases the ultimate 
capacity may go up to 3,000 mw. 

The Corporation is already working on 
the commissioning of four coal pithead 
super thermal stations at Singrauli, Korba, 
Ramagundam and Farakka. These pro¬ 
jects which may cost Rs 4,000 crorcs 
are being financed by the World Bank 
which has already sanctioned SI.5 billion 
for the completion of these units. This 
is the record assistance given by the Bank 
to a single organisation. 

The first super thermal power station 
of the country at Singrauli may be com¬ 
missioned by the end of 1981. The World 
Bank has already given a credit of $300 
million, which again is the largest amount 
ever proposed to be paid to a single pro¬ 
ject anywhere at one time. Construc¬ 
tion activities on the Singrauli-Obra and 
SingraulirKanpur 400 KV transmission 
lines has gained mementum. Out of a 
total of 1,301 locations, stub setting was 
completed at 1,196 locations and towers 
erected at 787 locations. 

At Korba the contracts for turbine 
generators and steam generators for the 
first three 200 MW units were awarded 
in February, 1979. Work has progressed 
on main plant piling and foundations and 
contracts have been awarded during the 
year for the supply and erection of 
transmission towers for the 400 KV units. 
Erection of boiler columns commenced 
in March 1980. At Ramagundam, the 
emphasis during 1979-80 was on expedi¬ 


tious completion of 
facilities prior to commencement of civil 
works and equipment erection; Work on 
basic engineering documents hive also 
been completed. The Farakka Sdper 
Thermal Power Station is being planned 
for a capacity of 2,100 mw. The first 
200 mw unit is scheduled to be commis- 
sioned in 1984-85. Firm allocation of 
power from the first phase of 600 mw 
has already been made to the States of 
West Bengal, Bihar, Orissa, Sikkim and 
the Damodar Valley Corporation, 


Managerial 

Remuneration 


In his inaugural address at the All-India 
Conference of Corporate Managers and 
Tax Executives organised by the Federa¬ 
tion of Indian Chambers of Commerce 
and Industry, Mr P. Shiv Shankar, the 
Minister for Law, Justice and Company 
Affairs, expressed the Government’s wil¬ 
lingness to review the question of manag¬ 
erial remuneration in the corporate sec¬ 
tor, provided reasonable suggestions to 
that effect were made. The subject of 
managerial and executive remuneration 
has evoked considerable controversy and 
divergent views have been expressed on 
its various aspects. 

Mr Promod S. Shah made a valid point 
that the managerial remuneration in the 
public sector is considerably higher as 
compared to that in the private sector. 
To talk of low remuneration of the 
Government officials and those in 
the public sector undertakings only 
in monetary terms is not relevant 
because many other privileges ade¬ 
quately compensate them. There are 
enormous advantages in non-monctary 
terms which include education for chil¬ 
dren, medical benefits and assignments 
abroad. Moreover the authority held by 
them and the job security they have more 
than offset the comparatively large remu¬ 
neration received by the managerial class 
in the private corporate sector, 

Mr K.N.Modi also referred to the sub¬ 
ject in his welcome speech and stated 
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t)sat tta Gov4tuneht , a revised guidelines on 

^ managerial remuneration bad reduced 

* the earlier remuneration by as much as 
41 per cent. The action has been justi¬ 
fied on the basis of the recommendations 
of Bhoothalingam and Sachar commit¬ 
tees, socio-economic objectives of reduc¬ 
ing disparities in incomes, and for esta¬ 
blishing co-relation in terms of remunera¬ 
tion in Government and public limited 
companies. The establishment of some 
kind of parity in remuneration between 
the employees of public sector and the 
private sector, he said, ignored the reality 
of the situation. No such parity was 

11 attempted in countries with considerable 
record of growth such as the UK. If 
curbs on managerial remuneration are 
insisted upon, it will be difficult to retain 
talented personnel occupying responsible 
positions. 

Mr Modi suggested that the Government 
should consider raising the salaries of 
their senior personnel and those who 
were m judicial service The inflationary 
situation on the one hand and increased 
responsibilities on the other following the 

* increased intervention of the Government 
in social and economic activity, had made 
their jobs more taxing. It was improper 
to ignore the interests of the skilled per¬ 
sons for too long, Mr Modi stated 

Serious Repercussions 

A view was expressed that a ceiling 
imposed on managerial remuneration had 
serious repercussions. For instance if a 
company wished to appoint as Managing 
Director one of its senior executives who 
was professionally well qualified and was 
currently drawing remuneiation higher 
than that payable under the new guide¬ 
lines, the later might not be willing to 
be promoted to the Boardroom because 
of the drop in his emoluments. This 
would also lead to frustration and dis¬ 
content among senior executives because 
of the non-fulfilment of their aspirations 
to become a member of Board of Direc¬ 
tors. On the other hand, if the company 
was forced to bring in an outsider to hold 
the position of Managing Director on 
remuneration which was less than what 
gpas drawn by some of the senior execu¬ 
tives, it might cause avoidable embarass- 
raenttothe former who might find it 


difficult to extract the beat ftbtn th* 
senior executives. 

As the corporate sector was essentially 
performance and result oriented, it ap¬ 
pears only appropriate that those mana¬ 
gerial personnel who produce best results 
should be suitably awarded in addition 
to the normal remuneration. Obviously 
the professionalisation of management 
meant the bringing in of the most com¬ 
petent people and that would uot be 
possible without a competitive level of 
remuneration. 


Cotton Mills in 
Eastern India 


Thl cotton textile industry in the eastern 
region has been passing through 
a diffi-cult phase due to the severe 
shortage of power. Although other 
industries Have also been affected 
by it, cotton milk have been hit more 
severely because of the many handicaps 
under which they have to operate, such 
as the high cost of raw cotton which has 
to be transported over long distances, low 
labour productivity, and obsolete machi¬ 
nery. It is unfortunate that neither the 
Government of India nor the State 
Governments concerned have shown sym¬ 
pathy and imagination in dealing with the 
problems of the industry. What is even 
more regrettable is the utter inefficiency 
and rampant corruption that prevail in 
the cotton mills managed by the Nation¬ 
al Textile Corporation (NTC). 

The eastern subsidiary of the NTC has 
taken over the management of 18 mills 
in West Bengal, Assam, Bihar and Orissa. 
Its working in the previous years had 
revealed serious irregularities and gross 
mismanagement. But the auditors* re¬ 
port for 1979-80 has disclosed that the 
subsidiary continues to function in the 
same irresponsible manner as before 
Its accumulated loss since 1975 is esti¬ 
mated at Rs 50 crores. What is even 
more shocking is that till March 31, 1979 
it had not deposited over Rs 56 lakhs 
with the Provident Fund authorities. 
The report has commented adversely on 
the manner in which the accounts arc 


kept, the way in which the stocks &ndj 
sales of the retail stores run by it are 
maintained, and the irregular practices 
adopted in selling cloth and yarn. It 
seems doubtful if the disclosures made in 
the auditors’ report will be taken with 
the seriousness they deserve by the 
authorities concerned and appropriate 
action initiated to improve the subsidi¬ 
ary's working. 

Major Difficulties 

The annual icport of the Union Mink 
stry of Industry for 1979-80 has highlight¬ 
ed some of the major difficulties faced by 
the NTC in operating the mills under its 
management. These mainly relate to 
the need for modernisation of machinery 
and rationalisation of labour. It has 
pointed out that the NTC has drawn up 
detailed investment plan of about Rs 203 
crores for implementing schemes of ex¬ 
pansion and modernisation, but due to 
the rise in the machinery prices, the cost 
is likely to go up to Rs 250 crores. Ill 
has revealed that by the end of March 
1979, programmes of modernisation in¬ 
volving Rs 132.79 crores had been sanc¬ 
tioned and that by the end of March this 
year, the total would have reached 
Rs 173 crores. It has claimed that there 
has been an improvement in the quality 
of its fabrics and yarn. 

But the report docs not reveal the pro¬ 
gress, if any, made m the eastern region 
in regard to modernisation. Here the 
problem is complicated by the existence 
of surplus labour and the reluctance of 
the trade unions to extend their full co¬ 
operation. The Ministry's report has 
said that NTCs mills in the country cm* 
ploy about 1.9 lakh workers of whom 1,5 
lakhs arc employed regularly. These 
mills arc said to have an excess labour 
force of 10 per cent A scheme of ration¬ 
alisation has been prepared costing about 
Rs 15 crores. It is .tated that the NTC 
has rationalised 2530 workers, super¬ 
annuated 13,855 woikers and abolished 
7173 posts It will be interesting to know 
how the NTC proposes to implement its 
scheme in the eastern region. 

The Government of West Bengal 
should give special attention to improve 
the viability of cotton mills which 
play an important role in the State’s 
economy. 
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= Window on the World 

4 

German Job 


Scheme 
in Trouble 


Special expenditure on relieving un¬ 
employment in West Germany cannot be 
maintained this year because there is not 
enough money. 

Last year Bonn Minister of Labour, 
Herr Herbert Ehrenberg, spent DM500 
million on special programmes for regions 
with the worst unemployment problems. 

Apart from the fact that there will 
be 130,000 school leavers entering the 
market, the slight economic downturn is 
likely to boost jobless figures. 

Unemployment this year has averaged 
around 800,000. Next year it is unlikely 
to be less than one million. 

Solutions are expensive and difficult. 
On the one hand the Minister will have 
to do something—with one million un¬ 
employed he will have to give an impres¬ 
sion of tireless industry, even if this 
achieves nothing. On the other hand he 
will not be able to repeat what he did 
last year, spending DM500 million. 

Why not? The money simply is not 
there. 

In the remaining months of this year 
the Chancellor’s Office and the Ministries 
will have to scrape together DM 1.9 bil¬ 
lion to finance the budget. And things 
will remain just as gloomy next year. 

Herr Ehrenberg has said that new 
economy-boosting programmes will soon 
be necessary. Such programmes would 
contain money for special employment¬ 
boosting measures—money not available 
from the normal ministry budget. 

Herr Ehrenberg could then create new 
jobs. However, both unions and emplo¬ 
yers are distinctly cool. 

Heinz Kluncker’s OTV (Transport and 
Public Service Workers) is annoyed about 
Job creation schemes which, it says, 
benefit mainly the local authorities. Ins¬ 


tead of taking on permanent staff, the 
towns and local councils take on the 
unemployed—and their wage costs are 
often covered 100 per cent and more by 
the Bonn Government and the employ¬ 
ment offices. 

The employers are equally disgruntled. 
They think that far too much money is 
being pumped into these schemes, even 
though they and the local councils con¬ 
cerned do not say no whenoffered it. 

The schemes do not permanently im¬ 
prove the employment situation, runs 
their argument. There is no "carry-over” 
effect. 

Harsh Criticism 

This criticism is harsh—But sot unfoun¬ 
ded. A close study of the DM500 million 
programme started by the Government 
in the summer of 1979—to which the 
employment offices added another 
DM430 million—shows that no specta¬ 
cular successes have been achieved. 

It is only fair to add here though that 
the final success of the job creation pro¬ 
grammes will only be able to be judged 
next year, when the various employment 
subsidies expire. 

The first main feature of the pro¬ 
gramme was to improve the qualification 
of workers in companies adapting and 
switching production. This was some¬ 
thing new—though pedants might object 
that in-company retraining can be done 
without special programmes—though 
then the subsidies would be somewhat 
smaller. The basic idea sounds plausible 
enough. Instead of waiting until someone 
is sacked before retraining him, you train 
him on the job as soon as his job is threa¬ 
tened. 

r 

Those gaining skilled worker qualifica¬ 


tions earn for their company 90 per cent 
of their wage costs; otherwise they only 
get 80 per cent. 

There seem to have been some carry¬ 
over effects here, but they were probably 
none too great. Even the National Fede¬ 
ration of Employers* Associations coti- 
ceds that the generous rise of the sub¬ 
sidies induced many companies to put 
many a planned rationalisation measure 
on ice. 

On the whole, the general effect was 
£ 'not bad”. 

About DM400 million has been assign¬ 
ed to further in-service training schemes. 
A large part of this money may make the 
later payment of unemployment benefit 
superfluous and will thus have been well 
invested. And the remainder will have been 
nothing but public subsidising of com¬ 
pany restructuring which is taking place 
every day and everywhere. 

Total Flop 

The second main feature of the Eb- 
renberg programme was a total flop. The 
“reintegration of the unskilled and the 
long-term unemployed” has had little 
resonance and possibly even less success. 
The employment offices have simply 
sent the companies too few candidates 
—although unskilled and long-term un¬ 
employed take up a great deal of place 
in their files. 

The reasons for this are well known 
to all concerned: undoubtedly there is a 
considerable number of underqualified 
people and many who have been out of» 
work for a long time through no fault of 
their own. 

On the other band there are those 
that can simply be described as the dregs * 
of the labour market, who would run a 
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mite at dlympic pace to avoid eveo tbs ' 
^ whiff of a job; 

Employment policies should not ad* 
dress themselves to these people. Rather 
they are cases for the social worker. 

Source: Die Zeit. 


Light at the End of 
the Chunnel ? 


The idea of building a tunnel under the 
Channel between the United Kingdom 
and France came from Napoleon as far 
back as 1802. The French and the British 
have been discussing its merits ever 
since. 

The Duke of Wellington vetoed the 
first suggestion on the grounds that it 
could pave the way for a French cavalry 
charge. Subsequent objections have 
been somewhat less imaginative or dra¬ 
matic but nonetheless have been almost 
as insurmountable as the Iron Duke's 
own defences in the field. 

The nearest the project has come to 
fruition was in the last decade when 800 
yards (about 700 metres) were actually 
dug on the British side before the British 
Government called a halt in 1975 in the 
light of alarming figures about the pro¬ 
jected cost. 

Now, 178 years after the emperor first 
floated his idea, the Chunnel looks like 
being resurrected as a viable possibility. 
This is due in no small part to the efforts 
and farsightedness of the European Com- 
r mission and, in particular, of Transport 
Commissioner, Mr Richard Burke. 

In a blueprint for revolutionising 
Europe’s transport network which he 
prepared and which was approved by 
the Commission last year, the Chunnel 
was one of the major infrastructure pro¬ 
jects singled out as worthy of backing 
from Community funds. 

A survey of the likely cost of different 
options—a single-track rail tunnel, a 
double-track rail tunnel, a road bridge 
and a road bridge plus a single-track 
jrf|jl tunnel—was commissioned, and 
the figures make interesting reading for 
any enterprising businessman who knows 


wWe toputhis hands onthe necessary 
finance. 

Such an entrepreneurial initiative is, 
indeed, what may be needed. The United 
Kingdom’s Transport Minister, Mr 
Norman Fowler, who commissioned bis 
own feasibility study, has said that public 
funds would not be made available for 
the Chunnel project but that there was no 
reason why private risk capital could not 
play a part. 

With the added incentive of Commu¬ 
nity finance—Mr Burke favours a Com¬ 
munity commitment to meet 20 per cent 
of the total cost—-this capital could well 
be forthcoming. A number of consortia 
have already been formed and several 
projects have already been outlined. 

Apart from the options mentioned 
above which were considered in the 
study prepared for the Commission, there 
have been others ranging from a bridge 
in the form of a giant tube suspended 
from towers to a submerged tube carrying 
rail and road traffic surfacing on artificial 
islands in mid-Channel for ventilation 
purposes. 

Although British Rail and its French 
counterpart, SNCF, the partners in the 
last abortive attempt to get the project 


beyond the drawing-board stage, ha^ 
been in constant contact, no official dhbic$| 
of the different options has been made, j 
And, so far, the two Governments are 
remaining largely in the wings. 


However, Mr Fowler’s statement in the 
House of Commons is taken as tacit 
support for the scheme, provided the 
cost does not come out of the pocket of 
the British taxpayer. Although the Chun* 
nel could have massive commercial and 
social benefits for the United Kingdom, 
as well as France and other Community 
Member States, the project must be com¬ 
mercially viable if it is to attract private 
capital. 

The Commission study shows that, 
whichever option were chosen, there 
would be a reasonable return on capital, 
but this varies enormously depending on 
the choice. The projected financial 
return over 50 years ranges from 14 pet 
cent for a single-track rail tunnel to 7 and 
9 per cent for a road bridge plus a single- 
track rail tunnel, depending on whether 
there is low or high economic growth. 

There are wide variations, too, in the 
likely cost of the different links. The 
cheapest would be a single-track rail 
tunnel, at around £575 million and the 


China’s Economic Targets for 1980,1981 1 



1980* 

mi 

% change 

Agriculture 

Gram (million ions) 

332.5 

342.5 

+ 3.00 

Cotton (i million tons ) 

2.3 

2.55 

+ 10.87 

Light industry 

Sugar (million tons) 

2.5 

2.6 

+ 4 

Bicycles (million units) 

12.6 

14.84 

+ 17.78 

Sewing machines (million units) 

7.2 

8.6 

+ 19.44 

Detergent (tons) 

430,000 

480,000 

+11.63 

Energy 

Coal (million tons) 

610 

620 

+ 1.64 

Petroleum (million tons) 

106 

106 

— 

Electricity (million kwh) 

300,000 

312,000 

+ 4 

Capital construction 

(in Rs million) 

278,575 

306,429 

+ 10 

Volume of retail sales 

(in Rs million) 

11,42,145 

12,25,715 

+ 7.32 


I * Derived from information given about 1981 targets' growth over 1980. 

J Source : State Planning Commission Minister Yao Yilin's Report to the 
I NPC, August 30,1980. 
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most ejtpehsivC a road bridge plus a 
yin%te4tmk rail tunnel at £ 2800 million. 
A double-track rail liftiqgl would cost 
K just over £ 1000 million and a road bridge 
£ 2200 million. 

The Commission has not come down 
on the side of any one particular option. 
Mr Burke says that it is for the two 
Governments to decide on the most suit¬ 
able scheme. However, he points out that 
the single-tube rail tunnel proposed by 
British Rail and SNCF would be the 
least costly, would offer the highest rate 
of overall return and would cause the 
least disturbance and pollution. 

“A commonsense solution which to me 
seems to merit attention is to look at the 
single-track tunnel as an interim solution,” 
he says. A second tunnel could always be 
built later on when the economic situa¬ 
tion improves and more public funds 
become available. 

Whatever the choice, one thing seems 
certain: there would be no shortage of 
'custom. The British Rail/SNCF single-, 
track rail link, for example, would cut 
► the journey from London to Paris to 
hours. High-speed trains could make 120 
. crossings a day and could be capable of 
^carrying six million passengers and 5.5 
^million tonnes of freight a year by 1988, 

This is the date on which theChunncl 

- could become operational if the go-ahead 
,, te given this year. But how likely is it 

that a decision will be taken to enable 
' work to start on the 23-miJe link? 

Fresh Hope 

The Community’s Transport Ministers 
have already had a first look at the Com- 
■V mission’s blueprint for modernising 
Europe’s transport system to cope with 
the increased demand over the coming 
decades. 

This envisages backing of £ 1000 million 
? from Community funds for a wide variety 
; pf projects. These include improving rail 
• links between major centres, better con- 
1 nections for peripheral regions, filling in 
/missing links’and projects to overcome 
, natural obstacles. 

Among thj latter are Alpine links 
between Germany and Italy, the Apen- 

- nine crossings in Italy, linking the Italian 
mainland and Sicily by means of a bridge, 

EASTERN ECONOMIST 


'vc 

and* of course, the Cham*et 
Once the green light is given fpr the 
package, money would come available to 
help finance the Chuonel project* 

Even if it were not, however, the finan¬ 
cial rate of return projected in the Com¬ 
mission study would still make it a 
worthwhile proposition for a business 
consortium, provided the two Govern¬ 
ments agree. 

If not, the Chunnel will remain, in the 
words of one observer, ‘the longest tun¬ 
nel never built’ and, each time fog des¬ 
cends over the Channel, the Continent 
will once again be isolated! 
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the tyres made in the United States. 

But because they generate enormous 
amounts of heat, huge earthmover tyres— 
sqch as the one made of Guayule-^con- 
tain more than 90 percent natural rubber; 

Goodyear has been growing Guayule 
on its experimental farm at Litchfield 
Park, Arizona, since 1978 in a small way 
and recently added another five acres of 
the desert shrub. 

Canadian Recovery 
in 1981 


Source: Euroforum . 


Breakthrough in 
Rubber Technology 


Goodyear USA created history in the 
field of rubber technology by building a 
giant e irthmover tyre from Guayule, a 
rubber obtained from a plant that grows 
wild in the United States and Mexico. 
Fortythree years ago, Goodyear made a 
similar breakthrough and developed its 
first synthetic rubber tyre. 

Ten feet in diameter, the tyre was built 
at Goodyear’s earfhmover tyre produc¬ 
tion facility in Topeka, Kansas, it will 
go to the company’s proving ground at 
San Angelo, Texas, for evaluation and 
eventually will be placed on earthmoving 
equipment working in a mine. 

In place of conventional natural rubber 
obtained from rubber trees, 1900 lbs. of 
Guayule was used in the earthmover tyre. 
By building this type of tyre, Goodyear 
has proved that Guayule could be sub¬ 
stituted for tree grown rubber. The 
potential of Guayule has been known for 
more than 50 years, but the energy crisis 
has heightened interest in the shrub as a 
source of domestic rubber. 

Dunlop is now at about the same point 
with Guayule that the tyre industry was 
in 1938 when Goodyear developed its first 
synthetic rubber tyre. 

Prized mainly fo* its resistance to heat, 
natural rubber makes up only about 18 


Canada’s recovery from the current 
recession will begin early in 1981, but 
that recovery will be slow and hesitant 
—hardly discernible from the recession 
itself. On an annual basis, this year’s 
decline in the volume of output of goods 
and services—estimated at one per cent 
-will probably be followed by real GNP 
growth of only 1.5 per com in 1981. 

Recovery from recession has usually 
been fostered by stimulative fiscal and 
monetary policies as well as cyclical up¬ 
turns in various areas of economic acti¬ 
vity. Largely because of today’s inflation 
—and the threat of worse to come—Cana¬ 
dian policymakers continue to adhere to 
policies of fiscal and monetary restraint. 
Deprived of the stimulative (and possibly 
inflationary) impetus of major income tax 
cuts, large Government spending increases 
and easier monetary conditions, the 
economy will have to rely upon the cycli¬ 
cal improvements expected in some sec* 
tors. These include a reversal in the 
four-year decline in housebuilding acti¬ 
vity, improvements in consumer spending 
and continuing (though slower) increases 
in business investment in plant and equip¬ 
ment. 

The current difficult environment, how¬ 
ever, will prevent any individual sector 
from enjoying a truly strong revival. 
Even residential construction, depressed 
for several years, will be limited to a 
relatively restrained 10 per cent real in¬ 
crease, in large measure because of con¬ 
tinuing high mortgage interest rates and 
next year’s expected higher unemploy¬ 
ment. 

Consumers, feeing declining realin- 
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year** level, Canada's well-entrenched 
deficit in services (it has worsened steadily 
since 1968) will increase again, in spite of 
the recent improvement in Canada's tour¬ 
ism account. The deficit in goods and 
services, accordingly, is expected to rise 
from $5.8 billion in 1979 to $6.7 billion 
in 1980 and to 87.9 billion next year. 

The recent tiend of accelerating infla¬ 
tion, even amid slack demand, is a factor 
making the economic outlook more diffi¬ 
cult. Renewed growth may intensify the 
upward pressure on prices. The addition of 
disquieting labour cost increases over the 
past year suggests that next year's rise in 
the consumer price index will exceed this 
year’s 10 per cent increase. 

Given the policy concern over inflation, 
there is a danger that next year’s recovery 
may falter before it can generate sufficient 
momentum to sustain a broadly-based 
economic expansion. At the same time, 
Canada’s other fundamental economic 
problems—high unemployment, a growing 
current account dificit,a large government 
fiscal deficit, and declining productivity— 
also appear to be worsening. Major projects 
in the energy field, if finally approved by 
governments, may generate investment 
and a stronger performance in 1982 and 
beyond. But it will at the very least re¬ 
quire that energy policy questions be 
resolved to ensure that these energy pro¬ 
jects do in fact take place. With such 
investment. Canada will be in a better 
position to work at the longer-term reso¬ 
lution of its underlying problems. 

Source : Toronto Dominion Bank 


which are the most important component 
part of the united gas supply system of , 
the entire country. Among the projects, ' 
commissioned in the current year alow; 1 
are more than 8,600 km of trunk ga*:;^ 
pipelines and branches, 70 powerful com- , | 
pressor stations, and 10 gas preparation“5 
installations with a total annual capacity 
of more than 46,000 million cubic metres 
of gas. jj 

Growing Share j 

The share of gas in the fuel balance of 
the USSR is constantly growing. It went ; 
up to 24.3 per cent in 1978 as against 7.9 ; 
per cent in 1960. At the same time gas is J 
ever more used as a chemical raw mate- f 
rial. As a result of the annual process¬ 
ing of around 60,000 million cubic metres , 
of gas, the country is receiving more 
stable gas condensate, elementary sul- 
phur and other valuable raw materials 
for the chemical and petrochemical ' 
industries. 

The Soviet gas workers are placing 
emphasis on the development of West!- 
Siberia. The Urcngoi gas fields—incident¬ 
ally, among the biggest in the world— 1 
supplied its first industrial gas in 1978. 

In the current year the gas output there ; 
will total around 55,000 million cubic 
metres. According to specialists, already 
by now the industrial stocks of Urengoi 
gas exceed six trillion cubic metres. This 
enormous reserve enables USSR to in- : 
crease the unit power of the gas prepara¬ 
tion installations there to 15,000 million 
cubic metres a year. 

—Soviet Affairs 


cbpes and heightened job insecurity, 
^ have restricted their spending, in parti¬ 
cular by reducing their purchases of auto¬ 
mobiles and household appliances and 
furnishings. The expected turnaround in 
consumer attitudes will not be reinforced 
by major tax concessions. As a result, 
durables sales in 1981 will scarcely record 
any real advance over this year’s level 
and total consumer spending will barely 
rise two per cent in volume terms. 

Investment Support 

Business investment in plant and equip¬ 
ment has provided much support to 
Canada’s ailing economy in recent years. 
This will continue in 1981, but capital 
spending plans are being reduced in res¬ 
ponse to the current recession. With 
faltering demand, both at home and 
abroad, Canadian production has begun 
to fall off, capacity utilization rates have 
declined and profits are down. The res¬ 
ponse of business will be to cancel or 
postpone planned additions to capacity 
(and, regrettably, plans for modernization 
that would strengthen Canadian producti¬ 
vity); this makes it likely that real busi¬ 
ness investment, up 9.4 per cent last year 
and an estimated 5.5 per cent this year, 
will advance just over three per cent in 
1981. 

A key factor in Canada's economic out¬ 
look is the extent of recent business in¬ 
ventory accumulation. Huge addition 
to business inventories in 1979 and the 
first half of 1980 represent an obviously 
growing imbalance between production 
and final sales, and almost certainly 
signal a major correction to come—one 
that will hold down production and pro¬ 
vide a major drag on the economy 
through at least the first half of 1981. 

The slow recovery expected in inter¬ 
national markets is a further reason for 
slow growth in the Canadian economy in 
1981. This year’s record estimated $4.3 
billion merchandise trade surplus—itself 
largely a result of higher export prices— 
will likely be followed by a reduced $3.8 
million surplus in 1981. While Canadian 
export sales may strengthen moderately 
as the United States economy begins to 
^e merge from its own recession, Canadian 
imports will advance as well, keeping the 
merchandise trade surplus below last 


Soviet Gas 
Expansion 


The USSR produced 406,600 million 
cubic metres of gas in 1979, In other 
words, the minimal level of its produc¬ 
tion provided for the end of the five-year 
period in the decisions of the 25th CPSU 
Congress (400,000-435,000 million cubic 
metres) was exceeded a year ahead of 
schedule. 

The steady growth of the gas output 
goes hand in hand with the development 
of the network of trunk gas-pipelines 
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R. B. L. Gary 


Point of View 

What Ails the Toy Industry? 

The toy industry is a big money spinner. But India has very little 
share in its trade. Industrial countries are cutting down the 
manufacture of toys to put the productive base to better use. 

This, the author who is Lecturer, Post-graduate Department of 
Business Administration, M.S.J. Government College, Bharatpur, 
feels gives India an opportunity to enter the market in a big way. 

The beauty of Indian toys has attracted envy. The author believes 
that a separate export promotion council for toys would go a long 
way in putting the industry on a sound footing. 


Toys, playthings and games survive from 
the most remote periods and from a great 
variety of cultures. They have developed 
with the development of human race. 
Museums in many countries exhibit 
antique objects which children may 
have used or adopted as playthings. 
Usually when an archaeological excavation 
is made fragments of toys come up which 
amply suggests that toys have been made 
and used since the dawn of mankind. It is 
widely realised that India possessed ex¬ 
traordinary wealth of folk toys which is 
evident from the excavations of Mohan- 
ja-daro in which a two-wheeled toy cart 
was found. However, under the pressure 
of industrialisation folk cultures and tra¬ 
ditions arc rapidly disappearing and giv¬ 
ing way to most sophisticated versions of 
arts and crafts. 

Toys have much more meaningful pur¬ 
pose now than what they would have had 
in the past. Many skills develop from 
cumulative childhood experience obtained 
from the manipulation of toys. Psycho¬ 
logists, therapists and teachers all over the 
World have stressed that learning through 
play is most effective in the formative 
years of the child. Toys express many a 
dream which remain in the child’s imagi¬ 
nation. They are capable of expressing 
man’s aspirations more than other objects 
of culture. There is little wonder that 
in the western developed world where child 
is the most loved and cared for person, 
toy manufacturing industry is one of the 
major industries ranking among the first 
ten and business in toys runs into billions 
of dollars. At the beginning of the 20th 
century about 70 per cent of the toys sold 
in the US were imported from Europe. 


Now the US has the most developed toy 
industry. On the contrary, India which 
has the largest child population (estima¬ 
ted at 25 crores) in the world, toys remain 
a luxury item for most of the children. 
While children of the affluent families in 
the West have access to the most so¬ 
phisticated toys, their counterparts in 
India are destined to play with pebbles, 
shells and balls made out of rags, except 
for a handful who can afford costly toys. 

The Indian toys industry, no wonder, is 
still underdeveloped. It could not get the 
desired impetus partly due to lack of re¬ 
cognition of the role of toys in the deve¬ 
lopment of child (which is certainly a 
byproduct of poverty and ignorance) and 
partly on account of State apathy. Ac¬ 
cording to an estimate, there are only 
1000 toys manufacturers, big and small 
with a turnover of nearly Rs 50 crores per 
year. The industry is widely scattered, 
although a fairly large number of toy 
manufacturing units are concentrated in 
and around Delhi, Bombay and Calcutta. 
Indian toys can be classified into six main 
categories, viz, all metal toys, plastic- 
cum-metal toys, wooden toys, plastic 
toys, rubber toys and soft toys. There are 
stuffed toys, dolls, wheeled toys, educa¬ 
tional toys, battery operated toys and 
general toys. 

While in Delhi the manufacturing 
units specialise in mechnical and 
battery operated toys, Bombay-based units 
manufacture mainly plastic toys. Cal¬ 
cutta too has some plastic and ceramic 
toy units. Most of the toy manufacturing 
units in Andhra Pradesh, Bihar, UP, 
Madhya Pradesh # and Rajasthan heavily 
rely on wood and rags as their raw mate¬ 


rials. At Kodapally in Andhra colourful 
toys are made out of lightwood, while at 
Tirupati religious figures are carved out 
of red wood. In West Bengal and Bihar 
only outlines of dolls or toys are hewn out 
and they are then painted. In UP (parti¬ 
cularly Varanasi) there is specialisation in 
painted animals made of wood. While no 
data regarding employment are available, 
the industry is highly labour-intensive. 
The materials from which they are made 
vary as widely as plastics, rubber, wood, 
metal, paper and board, textile, ceramic, 
clay, earthen, porcelain, shell and others. 

Recent Developments 

There have been two recent develop¬ 
ments which certainly go in favour of the 
toy industry. One is the formation of The 
All India Toys Manufacturers Association 
(TA1TMA), which came into existence 
four years ago, and another the improve¬ 
ment in the quality of toys (which is a 
result of the strenuous efforts of the for¬ 
mer. As Mr K.V. Srinivasan, Vice-Pre¬ 
sident of TA1TMA, has put it, “the Indian 
toy has now started talking.’’ The Indian 
Standards Institution has formed a com¬ 
mittee to formulate standards for toys so 
that what the child gets is of standard 
quality. 

Despite all these developments in recent 
years, the Indian toy industry has not 
been able to make a significant break¬ 
through in the export market which awaits 
exploitation having vast potential in seve¬ 
ral countries. At present Indian toy ex¬ 
ports range between Rs 10 and 15 lakhs a 
year which is a drop in the ocean with a 
world trade to the tune of one billion 
dollars. There is no doubt that in a 
conducive atmosphere the industry can 
jack up its exports at least ten-fold from 
the current level of Rs 15 lakhs. 

There are several constraints on the 
development of this industry. A survey 
conducted in 1973 on the export potential 
of Indian toy industry revealed that a fresh 
investment of four crore rupees in the 
industry would bring a return to the 
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extent of five croit rupees in term* of 
foreign exchange, besides generating 
Employment to the tune of 5,000. When 
the existing source of world supply of 
toys is pricing itself out of the world 
market, it becomes all the more impor¬ 
tant to increase investment in order to 
boost production through a moderni¬ 
sation plan on scientific lines. Some of 
the problems of the industry are: lack 
of raw material, higher incidence of 
duties and taxes and absence of an ex¬ 
port promotion body. Certain raw 
materials required to produce quality 
playthings are not freely available in 
India and the Government does not 
allow their imports. For instance in 
Karnataka the toy industry is crippled 
due to the shortage of Halewood, a 
special type of soft and light wood ideally 
suited for making lacquerware. The 
shortage of this raw material is due to 
the depletion of Halewood resources in 
forest areas and indiscriminate felling of 
trees for fuel. Shortage of other raw 
materials (particularly rubber and plastics) 
has also been felt. 

. The industry feels that a flat 50 per 

'cent replenishment licence should be 
issued against the export of toys of all 
categories and the exporter should be 


allowwf to import rawmatertals against 
the volume of his exports. No other 
cash assistance or duty draw-back need 
be given in that case, lack of uniformity 
in excise duty is a major problem. 

At present the industry appears to be 
nobody's baby. A toy exporter has to 
be a member of several export promo¬ 
tional councils to make his presence 
felt in the world market. As several 
playthings have a plastic base, an expor¬ 
ter is required to be a member of Plastics 
and Linoleum Export Promotion Council. 
If they are fitted with mechanical devices 
they come under the scope of Engineer¬ 
ing Export Promotion Council. In case 
some cotton or leather prices arc used 
to cover them, other councils appear on 
the scene. There is thus need for a 
separate export promotion council for 
toys. 

There is a vast untapped market for 
export of toys from India. As the US 
is cutting down the production of toys to 
put the productive base to better use, 
India can take advantage of the situation. 
India no doubt enjoys certain advantages 
over her mighty rivals like Italy, Hong 
Kong, Taiwan, Korea and Japan. The 
quality of Indian craftsmen is superior 
and the labour is cheap. Moreover, 


Indian manufacturing units being $maft* 
in size can turn out a variety of toys; lit * 
other countries they are mostly large- v 
sized units producing the same item in! ‘ 
bulk* Importers from the United States, 
Europe, South-East Asia and the African. ' 
continent are eager to probe the Indian ' 
toy market. The sheer beauty of Indian 
dolls has attracted the attention of world 
famous Italian doll manufacturers. 

India could start a ‘toy revolution* if ; 
an all-out effort was made to attain the 
objective. It would, however, not be 
possible without active participation of 
the State m developing the industry and 
putting it on a sound footing. Besides 
setting up toy libraries and museums in 
the country to attract the domes¬ 
tic buyers, the industry should 
participate in the world fairs and exhi¬ 
bitions with a view to procuring orders 
from foreign buyers. It is heartening 
that the TA1TMA is going to participate 
in the ‘SCAN PL AST 80' at Gothenburg, 
(Sweden) from November 4 to 8, 1980 
which would be its maiden participatioft 
in any international trade fair. This fair 
would olfcr good opportunities for Indian 
toy industry to enter the Seandatia- 
vian market as well as markets in other 
East European countries. 


Contribution of Weekly Markets 

D. Vasudeva Rao to Rural Development 


Poor marketing channels and lack of infrastructural facilities are 
the main reasons for the backwardness of the rural community in 
India. According to the author, provision of these facilities and 
improvement of road linkages will go a long way in ameliorating the 
lot of rural poor. 


In a developing country like India, 80 
per cent of the population lives in rural 
areas. It was estimated that this popu¬ 
lation is distributed over 567,000 villages. 
Most of these villages lack even primary 
facilities, most important of all being 
road links with other villages or neigh¬ 
bouring towns. According NCAER 1 
there is one market for every 292 villages 
in India as against 12 or 13 in the USA. 
As per the norms stipulated, India should 
have 12,000 to 13,000 markets as against 
the existing 1936. 

The backward rural areas do not have 


the opportunity to adopt new technology 
and scientific farming, from the input 
side and have very poor outlet channels for 
marketing their produce. What little 
they produce is retained by them for 
consumption and hence very little market¬ 
able surplus is available; most of them 
use it as a payment in kind to workers; 
loan repayments, apart from seed, feed, 
etc. In our country the marketing chan¬ 
nels are too poor and inconvenient for 
the poor farmers. The larger far¬ 
mers go to the bigger markets. In a 
village market, transaction take place 


involving very small quantities of daily 
requirements. Part of the produce is 
purchased by the small retailer. The 
rest of the produce goes to wholesale 
market. The markets are poorly equip¬ 
ped with road links -the maximum area 
served by each market is approxK X 
mately 5 to 8 miles. 2 The importance of « 
the primary village market depends 
on the proximity to the produeers/sel- 
lers and dealings in the type of grains. 
Markets should be so located that a 
farmer has to travel the least-cost dis- ' 
tance. The fact that the markets are the 
most important infrastructure in the con¬ 
text of agricultural development needs no 
stress. 

Belgaum district in the North Karna- 
tak region was selected for this study. 
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INgattin is the headqimfters of thfcNorth 
Karnataka division. Out of the 10 taluks, 
eight are irrigated Iff the Gbata- 
prabha and Malaprabha canals. The 
total area brought under irrigation thus 
benefits 114,000 hectares. Once the 
full potential is achieved higher pro¬ 
duction, and hence more market sur¬ 
plus will be available. As 50 per cent 
of the fanners belong to the small and 
marginal category, the need for the 
weekly markets in the command area 
gets strengthened. In this article an 
attempt is made to examine the avai¬ 
lability (locational aspect) of these 
important channels of marketing to the 
farmers and traders in the pre-irrigation 
stage of the district. 

The data has been collected from the 
Belgaum District Census Hand-Book 
(1971) on : 

(1) The location of the weekly markets 
in each taluk; 

(2) Total population for each weekly 
market place; 

(3) The day of occurrence of the 
weekly market; 

(4) Connectivity (road links/distance 
from the nearest town in kms); and 

(5) Other facilities such as P&T, TB, 
hospital, etc available at each weekly 
market place. 

Existing Picture 

The existing picture, about the location, 
connectivity of weekly markets and main/ 
sub markets, is given in Tabic I. 

The maximum distance is observed to 
be eight kms and the minimum one 
km between two weekly markets. The 
district is poorly served with weekly mar¬ 
ket, There is on an average, one weekly 
market for 10 villages : the minimum 
being in Chikodi Taluk with one weekly 
market for every five villages as 
against Belgaum Taluk with 36 villages 
served by one weekly market. This net¬ 
work should be strengthened, so that all 
the producers engaged in agriculture 
get a fair price by travelling the 
least-cost distance. This means increas¬ 
ing the number of new weekly markets 
or improving tlie existing ones to cater 
for the needs of increased number of 
villages, | especially those that fall in the 
command area. 


The indices, (1)weekly market per 
100,000 of population; (2) weekly market 
for 1000 km a , and (3) number of villages 
served by one weekly market in a taluk, 
are given in Table II. 

For each index, ranks are assigned. 
Then a composite index is arrived at, so 
that the final ranks give the taluks their 


positions wttfc jjignicd'." tbi their weekly 
markets position. Hem the first three 
ranks are shared by Chikodi; Sampagaon 
and Parasgad respectively. The latter two 
are expected to produce more due to 
their higher potential. 

An association, with the help of X* 
(Chi-square) between the population size 



Table I 

Particulars of Weekly Markets in Belgaum District 


n 



For WM 






Total 

range of 

WMs 

No com- 

Main 

Sub- 

Taluk 

no. of No 

population not con- 

munica- 

mar- 

mar- 


villa- of 



nected 

tion 

kets 

kets 


ges WM Mini- 

Maxi- 

by road 






mum 

mum 







(Weekly Markets) 





1 Athani* 

89 16 

2056 

10690 

2 

. 

1 

1 

2 Belgaum 

136 4 

2841 

6934 

1 

— 

— 

— 

3 Chikodi* 

100 20 

2623 

9813 

2 

1 

1 

—. 

4 Gokak 

104 12 

3829 

9144 

2 

i 

1 

2 

5 Hukkeri* 

119 8 

1482 

5679 

2 

1 

1 

4 

6 Khanapur 

220 7 

1171 

5259 

1 

— 

— 

— 

7 Parasgad* 

116 17 

588 

8698 

4 

1 

1 

3 

8 Raibag* 

52 5 

2718 

8598 

2 

— 

1 

1 

9 Ramdurg* 

103 7 

514 

7722 

2 

1 

1 

2 

10 Sampagaon 

* 125 19 

1882 

9397 

3 

2 

1 

2 


1164 115 



21 

7 

8 

15 

l 

I WM - Weekly Market; *Come under command areas. 
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Indices : Taluk wise 





WM/Lakh 

WM/No 

WM/ 

Compo- 


Taluk 

popula- 

ofVil- 

1000 


site 



tion 

Rank lages Rank Km* 

Rank 

index 

Rank 






(3 + 5+7) 


1 

2 

3 4 

5 

6 

7 

8 

9 

1 Athani 

6.4 

4 5.5 

2 

8 

4 

10 

4 

2 Belgaum 

1.9 

10 36.5 

10 

4 

10 

30 

10 

3 Chikodi 

6.7 

3 5.0 

1 

17 

1 

' 5 

1 

4 Gokak 

5.8 

6 8.7 

5 

8 

5 

16 

5 

5 Hukkeri 

3.8 

9 14.9 

8 

8 

6 

23 

8 

6 Khanapur 

■ 5.1 

7 31.4 

9 

4 

9 

25 

9 

7 Parasgad 

10.1 

1 6.9 

4 

11 

3 

8 

3 

8 Raibag 

3.9 

8 10.4 

6 

6 

8 

22 

7 

9 Ramdurg 

6.1 

5 14.7 

7 

6 

7 

19 

6 

i 10 Sampagaon 9.7 

2 6.6 

3 

17 

2 

7 

2 

V. 
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of the settlement and the distance from 
\the nearest town has revealed that the 
Weekly markets do not occur, (i) in places 
with less than 400 population, and (ii) at 
places with 10 Kras from “a town”. 


Distance 


Population 

<10 kms 

> 10 kms 

Total 

<4000 

3 

49 

52 

>4000 

21 

42 

63 

Total 

24 

91 

115 


X 8 = 18.0 (Pc.Ol) with one degree of 
freedom and significant at 0.1 per cent 
level. 

Out of the eight factors considered for 
influencing the price variation, the dis¬ 
tance from the market centre was found 
to be an important one. 3 Hence, the 
future markets should be located in still 
smaller places which are just about five 
kms or even less from each other and 
much closer to the towns. 


The weekly markets* location (physi¬ 
cally) shows that most of them are on 
the periphery of their respective taluks. 
No doubt they are connected to the nea¬ 
rest town or among themselves. Only 
21 markets, out of 115 do not have any 
road links. Yet they are holding success¬ 
fully the markets once in a week. Table 
III shows how the weekly markets are 
connected within a taluk. Their location 
shows that almost all arc serving the 
periphery villages and sometimes across 
the boundary in the neighbouring taluks. 
The centre of the taluk (mostly taluk 
headquarters) possesses the bigger regu- 
lated/main markets with a larger radius, 
serves the surrounding villages throughout 
the week. The general picture shows 
that these markets are not sufficient to 
serve the producers. 

Weekly markets are identified on 
the taluk map (code No.) along with the 
day of their occurrence. Some possible 
relation with the help of day and distance 
is established. Example : 23 (Sun), 24 
(Tue), 34 (Thrs), 35 (Sat) in the western 
region of Athani Taluk, i.c., on Sunday 


the weekly market held at village with - 
location code 23, etc. 

The 115 markets when classified ac¬ 
cording to the ‘day’ of their occurence 
showed an interesting feature : that all of 
them are equally distributed over the 
week, i.e., on an average 17 weekly mat* 
kets occurred in the same neighbourhood 
throughout the week. This indicate the 
migration pattern of the traders from a ; 
weekly market to the neighbouring one, 
for the next day if the distance could be 
covered by foot or cart overnight. If the 
two weekly markets are apart by more than 
8-10 kms, there is a gap of one day i.c., 
Monday—-Wednesday, the interval being 
used for transit. Otherwise the network 
is a close one with exceptions on the 
periphery or isolated ones. 

Thus, the weekly markets at present, 
in the fielgaum district, are functioning 
‘just the way' they are expected to. The 
present weekly markets are located in 
highly populated settlements. They 
should be made secondary markets, while 
at the taluk headquarters wholesale (regUr 
lated markets) markets should be furthers 
strengthened. The weekly markets should 
be taken into interior and into the villages 
having a population of 2000 and less. 
Before the dams create the full irrigation 
potential to suit ihe needs of the farmers 
who are expected to have higher produc¬ 
tion (benefitted by MalaprabhaandGbata* 
prabha canals), more markets arc needed- 
so that all farmers get fair prices irrespec¬ 
tive of their landholding size and capa¬ 
city to produce abundantly throughout- 
the year (unlike the present practice of 
selling the produce from the field). 
Their retention capacity must also go up. 
Thus, the strong network of weekly 
markets would provide, in the long rut^ 
economic stability to the farmers and 
only then the fruits of irrigation can be 
equitably enjoyed by all classes of far* 
meis, which is the main spirit behind 
regional planning. 
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Table 111 

Location of Weekly Markets 



Taluk 

No. 

East 

North 

West 

South 

Centre 

I Athani 

16 

78,67 

65,54,43,58. 

53,61 

23,24,34 

35 

12,17, 

75,7 6 

2 Bclgaum 

4 

124.125 

— 

— 

103,95 

— 

3 Chikodi 

20 

71,67 

69,89.100,84 

85,76,96,93 

81,5,6,7 

47,27 

30,22,16, 

85,76 

4 Gokak 

12 

4,69,70, 

85,70 

47 

20,27,64 

65,38 

15 

45 

5 Hukkeri 

8 

49,53 

11 

106,118 

68 

21,25 

6 Khunapur 7 

44,62, 

28,34 

— 

171,181 

74 

— 

7 Parasgad 

17 

24,100 

63,60,75 

49,53,30, 

45 

3.8.27, 

42,9 

13,84, 

88 

8 Raibag 

5 

32 

27,8 

3 

15 

— 

9 Ramdurg 
19 Sam pa- 

7 

79,96 

64,75 

56,58 

26 


gaon 

19 

4,9,19, 

110,117,108 

54,48.63, 

44,70, 

95,81, 

Total 

115 

10 


66,65 

36 

89,29 


Note : Bold figures indicate Markets isolated. 

The location code numbers of the settlements with Weekly Markets are 
used in the table. 
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Focus on Industry 

Rising Demand for Cement Machinery 


The installed capacity of cement in the 
country is over 24 million tonnes and the 
production is 18 million tonnes as against 
the estimated demand of 28 million 
tonnes, A gap of around 10 million 
tonnes exists between supply and demand. 
The Government is seized of the 
problem and substantial additional capa¬ 
city is being planned to be set up on 
a priority basis. Additional capacity of 
31.13 million tonnes has already been 
approved by the Government and new 
and expansion schemes for a total 
capacity of around 10 million tonnes are 
also under consideration. During the 
five-year period from 1980-81 to 1984-85, 
the expected >car-wise materialisation of 
additional capacity may be as under: 


Year 

Capacity likely to 
materialise (Mill, tonnes) 

1980-81 

3.56 

1981-82 

3.13 

1982-83 

5.31 

1983-84 

4.05 

1984-85 

5.94 


The manufacture of cement machinery 
in India, as a regular item of industrial 
plant, started around 1960. In the 
beginning, the accent was for plants in 
the capacity range of 300 to 600 tonnes 
per day, based on wet-process. Gradually 
the transition was towards plants of larger 
capacities adopting economical dry pro¬ 
cess system. The number of engineering 
units manufacturing cement machinery 
increased and additional manufacturing 
facilities with larger floor area were creat¬ 
ed, notable feature in this regard has been 
the creation and expansion of foundry 
units in the country to cater for the de¬ 
mand of heavy steel castings and some of 
the engineering units went in for inte¬ 
grated facilities under the same roof. 
The indigenous capacity and the range of 
manufacture of cement machinery deve¬ 
loped at a vety fast pace, resulting in 
a substantial reduction in the imported 
content. I or a 600 tonnes per day 
cement plant, the imported content was 
was about Rs 80 lakhs in 1960; around 


Rs 32 lakhs in 1966-67 and today for 
such a capacity plant, imports are 
negligible. 

Mr V. Raman, the newly elected Presi¬ 
dent of Cement Machinery Manufacturer's 
Association, pointed out recently that the 
spurt in the demand of cement has helped 
the cement industry in quickly getting 
involved in new developments to bridge 
the gap between the supply and demand. 
The pragmatic approach of the Govern¬ 
ment to ensure an adequate return on 
ii vestment and the three tier price 
structure has encouraged the entrepre¬ 
neurs to put up new higher capacity 
cement plants. The emphasis has shifted 
from 600 t.p.d. capacity in 1960s to 1200 
to 1500 t.p.d. and to the present trend of 
3000 t p.d. capacity. During the last seven 
>ears, more than 26 cement units have 
been commissioned, where the contribu¬ 
tion of the Indian engineering industry 
has been very substantial in all areas of 
technology, engineering and machinery 
supply, Mr Raman said. 

Eleven units are licensed to manutac- 
ture cement plants. Several other units 
in the country have been licensed to 
manufacture equipment for cement indus¬ 
try. More and more capacity is being 
created to meet the demand of auxiliary 
equipment for cement and mineral pro¬ 
cessing industry. These eleven units have 
been licensed to manufacture 10 to 12 
plants every year. Adopting the pre-calci- 
ner technology, they can contribute to 
increasing the production of cement by 
about 6 million tonnes per year by way 
of supply of machinery. The machinery 
manufacturers attained a production level 
of Rs 40 crores during 1978-79 but it 
came down to Rs 24 crores in 1979-80. 

Mr K.S. Rajan, Secretary (Technical 
Development) Ministry of Industry, indi¬ 
cated recently that one of the several 
measures considered by the Government 
to increase cement production rapidly in 
the country was the setting up of a large 
number of mini-cement plants. The con¬ 
cept of mini-cement plants had been tho¬ 
ught of not only to exploit the smaller 
limestone deposits, especially in the back¬ 


ward and remote areas, but also as a 
means of securing a wider ownership of 
the industry, bring the investment within 
the reach of medium entrepreneurs and 
reduce the burden of freight and long leads 
in the transportation of cement. Today 
the cost Of transport of cement approxi¬ 
mately accounts for 25 per cent to 30 per 
cent of the cost of production, he said. 
Since the freight cost was also a cost to > 
the economy, it was considered that the 
mini-cement plants could have a definite 
role in reducing the freight cost and les¬ 
sening the burden of limited wagon avail¬ 
ability. Approval had been given to 
85 schemes with a capacity of over 3 mil¬ 
lion tonnes in this sector. The financial 
institutions had received 21 applications 
for setting up mini-cement projects. It 
would be desirable for the Machinery 
Manufacturer’s Association, Mr Rajan said, 
to give serious consideration to creating 
a cell and giving adequate attention to 4 
the development of mini-cement industry. 

In the context of the demand for the im¬ 
port of cement machinery, Mr Rajan said, 
the arguments advanced by new projects 
generally were: (1) Indigenous manufac¬ 
turers did not offer turnkey projects from 
raw material to the finishing stage. They 
were content to offer a few items of hard¬ 
ware equipment whereas the foreign par¬ 
ties offered a complete package deal. The 
new projects did not like to go to different 
vendors but would like to deal with one 
party for complete equipment and also 
for providing performance guarantee. (2) 
Despite our low-cost economy, the offers 
of indigenous equipment were not al¬ 
ways found to be competitive. (3) The 
delivery quoted in many cases was pro¬ 
tracted. Some of the foreign vendors 
quoted complete shipment of equipment 
in about one year. (4) The energy re¬ 
quirement of some of the equipment was 
higher compared with offers for imported 
ones. (5) Some of the projects prefered 
single stream equipment from the raw 
material crushing to the finishing stage 
whereas the indigenous line was not single 
stream in certain sections. i 

—Harder Singh 
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STATE OF THE 
ECONOMY 


Support Pricos for 
1980-81 

The Union Government has 
fixed the procurement price 
of common variety of paddy 
at Rs 105 a quintal for the 
year 1980-81. 

This is an increase of Rs 
10 a quintal over the price in 
1979-80 and Rs 5 more than 
what the Agricultural Prices 
Commission (APC) had re¬ 
commended in its supplemen¬ 
tary report. The procurement 
prices of other varieties of 
-paddy will be raised accor¬ 
dingly. 

The Government also deci¬ 
ded that the proemement 
prices of the coarse grains— 
jowar, bajra, maize and ragi— 
will be Rs 105 a quintal. This 
is Rs 10 more than the price 
in 1979-80. The APC in its 
supplementary report had 
recommended Rs 9 7 .50 a 
quintal for these grains. 

In an apparent bid to 
encourage the production of 
major oilseeds, the Govern¬ 
ment raised the support price 
of groundnut, soyabean and 
sunflower seeds substantially. 
For groundnut-in-shell, the 
support price for the Fair 
Average Quality (FAQ) for 
the year 1980-81 will be Rs 
206 a quintal, an increase of 
Rs 16 a quintal from last 
years level. 

The support price for FAQ 
of sunflower seeds will be 
Rs 183 a quintal for 1980-81 
against Rs 175 a quintal in 
1979-80. For the black variety 
of FAQ soyabean, the sup¬ 
port price will be Rs 183 a 
quintal while that for the 
yellow variety, Rs 198 a 
quintal. The support price 
for both these varieties in 
1979-80 wasRs 175 a quintal. 
NAFED has been nomina¬ 
ted as the implementing agency 
for the support price of these 
oilseeds. 


The Government also deci¬ 
ded that the minimum price 
of sugarcane in 1980-81 will 
be Rs 13 a quintal linked to 
a recovery of 8.5 per cent. 
Proportional premium for 
higher recoveries above that 
level of recovery will be made. 
The price for J979^80 was Rs 
12.50 a quintal. This price 
will be operative from Octo¬ 
ber J, the beginning of the new 
sugar year. 

Fine Paddy Varieties 

The Union Government has 
fixed the procurement price 
for fine varieties oF paddy at 
Rs. 109 a quintal and for 
superfine varieties Rs 113 
a quintal for the current mar¬ 
keting season. 

The price for rice to he 
procured under the miller**' 
levy for the Central Pool is 
being worked out and would 
be intimated to the States 
shortly. 

Meet on Texetion 

The Union Government is 
considering a re\iew of (he 
guidelines on managerial 
remunerations. An indica¬ 
tion to this effect was given 
by the Minister for Law, 
Justice and Company Affairs, 
Mr Shiv Shankar, recently 
while inaugurating a two-day 
FICCI conference of the cor¬ 
porate managers and tax 
executives. The Minister said 
that the Government had an 
open mind on the issue of 
managerial remunerations. He 
invited the suggestion from 
the industry on the subject 
and assured the gathering 
that all reasonable suggestions 
would get due consideration. 

The Minister also informed 

theconferencethattheGovern- 
ment was currently engaged 
in an exercise of simplification 
of the Company’s Act of 
1957, on the lines of recommen- 


dations mkSe by tftc Sacbar 
Panel. The endeavour of the 
Government would be to 
make the law simple and less 
cumbersome so that it could 
be understood by and large. 

Replying to a numbr of 
issues raised by the FICCI 
President, Mr K. N, Modi, 
in his welcome address, the 
Minister devoted attention to 
the restructuring of the 
Companies Act, public de¬ 
posits and the restructuring 
of the managerial remunera¬ 
tions to retain and attract 
managerial skills. 

Referring to the restruc¬ 
turing of the Company Law, 
Mr Shiv Shankcr said that 
the growth of the corporate 
sector should be linked with 
the greater participation of the 
shareholders in corporate in¬ 
vestment. Unfortunately in 
India, there were just 8,000 
public Limited companies out 
of 52,000 companies in the 
private sector. What was 
worse, out of these 8,000 
companies only 3,000 were 
registered with the stock ex¬ 
changes. Even among these, 
there were no more than J ,000 
public limited companies 
with a paid-up capital of Rs 
50 lakh or more. Consequen¬ 
tly, majority of the companies 
in the private sector had 
been the preserve of a few 
people. This had hampered the 
growth of the stock exchange. 
He urged the conference 
to devise ways and means 
to biing about greater parti¬ 
cipation bv a large number 
of shareholders to encourage 
the growth of corporate 
sector on healthy lines. 

Non-Official Group 
for Tax Reform 

The Union Government has 
appointed a non-official ex¬ 
pert group to look into the 
problems of tax reform, it 
is for the first time that an 
expert outside the Govern¬ 
ment has been appointed to 
suggest simplifications of the 
tax procedures .according 
to Mr Magan Bhai Barot, 
Minister of State for Finance. 
The committee is expected 
to submit its report within 
six months. Referring to 


the repeat mm ttf 
Chief Ministers 6 n tax reform^ 
Mr Barot stated that therfe 
was a likelihood of moref 
items to be transferred front 
the sales tax to the Central * 
Excise Pool. A beginning/, 
towards this was made during;^ 
the Chief Ministers meeting, 
held recently. A rccomcnda- 
tion was made to transfer items 
like essential life saving drugs, 
in the Central Excise Pool 

Tea Promotion 

The Tea Board has prd* 
posed a Rupeesfour crore tea 
promotion budget to the 
Union Commerce Ministry: 
for 1981-82. This is about 
a 53 pei cent increase over the 
current year's budget esti¬ 
mate of Rs 2.56 crore. Accor¬ 
ding to Tea Board sources, 
the increased budget has been : 
made with a view to enabling' 
Indian tea to face compete : 
tion in foreign markets from^ 
teas produced in other cairn-, 
tries as well as competitions ; 
from other beverages in afffoi--,: 
ent countries. ; * 

Of the budget for 198142, ' 
the Tea Board has proposed; 
to contribute about one crore;;: 
rupees to the United Kingdom j 
Tea Cbuncil which is over’ 
five times higher than thejj 
sanctioned budget for the I 
current year. / 

Sugar Output 

The total sugar production 
during the 1979-80 season . 
was 38.91 lakh tonnes against ; i 
58.50 lakh tonnes during the 
corresponding period last 
season. According to latest 
figures available with the; 
Indian Sugar Mills Assoeias, 
tion, the closing stocks wit]h > 
factories as on September 1$.7 
were 7.80 lakh tonnes agaiiisi / 
24.22 lakh tonnes at the same 
time last year. 

Sugar production during 7 
the first fortnight of Septem- ; 
ber was about 8,000 tonnes | 
against 11,000 tonnes during 7 
the corresponding period 
last year. Off-lake of sugar 7 
from factories dqriqg this 7 
period wa? about 1.65 lakh 
tonnes for internal consump¬ 
tion and none for exports 
against 2.58 lakh tonnes for 
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internal consumption and 
31,000 tonnes for export! dur¬ 
ing the same fortnight last 
season. 

The total off-take till Sep¬ 
tember 15 was about 49.35 
lakh tonnes for internal con¬ 
sumption and 2.39 lakh ton¬ 
nes for exports compared to 
59.26 lakh tonnes for internal 
consumption and 7.92 lakh 
tonnes for exports during the 
corresponding period last 
season. 

Laboratories for CSIR 

Four of the research labora¬ 
tories which were transferred 
to the user Ministries have 
been re-transferred to come 
under the control of the 
CSIR. Reversing the deci¬ 
sion taken by the .Tun at a 
Parly Government in 1978. 
the Union Cabinet also asked 
the other research associa¬ 
tions and museums that had 
been earlier transferred to the 
the user Ministries to be 
similarly reviewed. The 
laboratories that have been 
now transferred back to the 
CSIR include the Central 
Fuel Research Institute, 
Dhanbnd, the Indian Insti¬ 
tute of Petroleum, Dchra 
Dun, the Central Road 
Research institute, "New Delhi 
and the Central Building 
, Research Institute, Roorkce. 

Delhi Ring Railway 

The electrification of 
Delhi ring railway network 
is being speeded up to be 
available for the Asian games 
being held in 1982. The Union 
Cabinet recently approved 
the scheme estimated to cost 
Rs 28 crore for this purpose. 
The Union budget this year 
had already provided a nomi¬ 
nal sum to begin the work 
on the elect!location of rail 
commuter services in Delhi 
urban aicu. With the Asian 
games in view as also the 
increased load on the public 
transport system as a result 
of the increased petroleum 
prices, the Government de¬ 
cided to speed up the pro¬ 
ject . 

II is pioposcd to introduce 
1 !() electric commuter trains 
on the ring radway network 
which is being strengthened 


and augiAented for this pur¬ 
pose. Each train will have 
nine cars and extra trains will 
be run during the peak hours 
of morning and evening. 

Excise Bonds 
Consolidated 

The Central Excise (SRP) 
Review Committee as well 
as the Direct Taxation En¬ 
quiry Committee have re¬ 
commended reduction in 
the number of bonds to the 
extent possible. 

The Centre has accepted 
the recommendation of the 
two committees and as a 
measure of simplification and 
facilitation to the trade, 
various bonds have been 
consolidated into single gene¬ 
ral bond. They are—B-16 
(general surety/security) bond 
by notification No. 150/80- 
CE dated 4.10.80. The 
new general purpose bond 
proforma is in lieu of the fol¬ 
lowing bonds, namely, B-l, 
B-2, E-4, B-5, B-6, B-8, B-10, 
B-12, B-13 and B-l5 More¬ 
over the B-3 bonds with security 
or surety have also been con¬ 
solidated into a single pro¬ 
forma. 

Thus a person required to 


execute fljflfefcfcjit bonds may 
execute a single bond for the 
different purposes instead of 
executing a number of diffe¬ 
rent bonds. 

However, should the per¬ 
son wanting to execute indivi¬ 
dual bonds can still continue 
to do so. Individual or general 
bonds executed earlier will 
also continue to be valid, 
enabling a person who is not 
in position of executing a new 
general bond, to continue with 
the old bonds executed by 
him. 

KAFTZ Exports 

Exports from the Kandla 
free trade zone in the first 
half of the current financial 
year have jumped to Rs 11.43 
crores as against Rs 37 mil¬ 
lion in the corresponding 
period last year. In fact they 
have exceeded exports during 
1979-80. During 1979-80, 
exports touched Rs 9.40 crore. 

Stating this recently, Mr 
Niranjan Singh, Development 
Commissioner, KAFTZ said 
if the present trend continued, 
the export target of Rs 20 
crores set for the current year 
would in all probability be 
surpassed. He was speaking 


ft me<s*5% 

Punjab, Haryana; and Delhi 
Chamber of Commerce and/ 
Industry. 

At present, there are 52 
units in operation in the 
zone. Of the 17 new proposals 
considered by the KAFTZ 
board last month for the set¬ 
ting up of export oriented 
industries in the zone 9 had 
been cleared. The proposals 
approved include those for 
the manufacture of ready¬ 
made garments, phar ma- 
ceuticals, spinning mill, 
guar gum and its derivatives 
and injection waier plastic 
ampules. * 

So far, injection water 
plastic ampules are not 
being exported from India 
and this would, therefore, be 
the first unit of its kind in 
the country. In addition to 
approving new schemes, the 
board also approved three 
cases for equity participation 
by non-resident Indians, 

He said according to a 
projection made, exports 
from the zone were likely to 
reach a level of Rs 100 crorc 
by 1984-85. Also, there 
had been progress towards 
product diversification as 
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'ttort sophisticated items 
. like metallised film capaci¬ 
tors, HRC fuses, flir fabrics 
and industrial chains were 
now being manufactured in 
the zone. 


Football Exports to 
Australia 

Australia has withdrawn 
the Developing Country Pre¬ 
ference (DCP) in the case 
of oval-shaped footballs 
supplied by this country. As 
a result, Indian footballs 
will be subject to an import 
duty of 41 per cent compared 
with 10 per'cent under the 
DCP system* The preference 
has been withdrawn from 
October 1 on the ground 
that Indian footballs have hit 
the domestic industry, it is 
learnt 

Coming on the heels of 
restrictions imposed by the 
Australian authorities on 
Indian textiles, mainly hand- 
loom products, some lime 
ago, the latest decision has 
surprised India because it 
will adversely affect the foot¬ 
ball exports. India has been 
supplying footballs specially 
meant for the Australian 
market for some years now. 
The export earnings are worth 
about Rs 1.5 crore. 


Liberal Facilities 
for Export Units 

The Union Government has 
decided to extend all facili¬ 
ties that are available only 
in the free trade zones at 
Santa Cruz and Kandla to 
100 per cent export-oriented 
units wherever they are loca¬ 
ted. 

To ensure speedy clearance 
of such projects, a special 
board in the Ministry for 
Commerce would be set up. 
The import component of 
these units, including raw 
materials and capital goods, 
would be duty free. 

Addressing a F1CCI woik- 
shop on integrated national 
* production base and export 
promotion, Commerce Minis¬ 
ter, Mr Pranab Kumar Mukher- 
jee said the details of im¬ 
plementation were being work¬ 
ed out. With the sharply 
rising import bill creating a 
trade deficit and a burden of 




rejiaymepts and declin¬ 
ing foreign exchange reserves, 
India could not depend on 
the philosophy of exporting 
production surpluses. Ex¬ 
ports had to be boosted at 
any cost. 

The Government's keenness 
to increase exports had been 
clearly indicated in the Sixth 
Plan which envisaged an 
average growth rate of 10 
per cent per annum in value 
terms in the next five years. 
The Government had also 
been making relevant changes 
in the industrial policy to 
remove any constraints that 
might come in the way of in¬ 
creasing production. 

One major step taken in 
this direction recently was 
to allow facilities of automa¬ 
tic expansion of units 
covered under MRTP 
Act, provided their export 
performance was good. To 
improve their competitiveness 
exporters were also allowed 
to import technology on more 
liberal terms. 

Hindustan Zinc 

Hindustan Zinc Ltd in¬ 
curred a production loss worth 
about Rs 11 crore in the year 
1979-80 because of power 
cuts, according to Mr R.N. 
Kapoor, Chairman-cum-Mana 
ging Director of the company. 


formance; better {nice realfsa- 
tion-^particularly in case of 
lead—higher ore grade and 
better recovery efficiency at 
mines and smelters have 
resulted in improved financial 
performance during the year 
under review. 

HZL paid Rs 2,198 lakh 


(ft the’exchequer during tli 
year 1979-80 in the form m 
excise on products, import 
duty, royalty, sales tax, etc. 

During the year \ 979-80 
nearly 70 tonnes of cadmiujm 
was exported to USA arid 
other European countries 
earning over Rs 30 lakh Jn 


Government of India 

6.50 Per Cent Loan, 1990 (Second Issue) to be Issued at Rs 100.00 Per 
Cent and Repayable at Par on 18th July 1990. 

7.50 Per Cent Loan, 2010(Third Issue) lobe Issued at Rs 100.00 Ph* 
Cent, and Repayable at Par on 12th May 2010. 

Subscriptions to the above Joans will be received simultaneously arid 
will be limited to a total of Rs 600 crores (approximately) in the form of 
cash/cheque. Government reserve the right to retain subscriptions uplp 
ten per cent in excess of the notified amount. 

2 . If the total subscriptions received for the loans exceed the notified 
amount plus the amount of ten per cent retainable as aforesaid, partial, 
allotment will be made in respect of the loans on a proportionate basis 
and the balance refunded in cash as soon as possible. 

3. In the case of 6.50 per cent. Loan, 1990 (Second Issue) interest for 
the period 29th October 1980 to 17th January 1981 (inclusive) will be 
paid on '8th January 1981 and thereafter interest will be paid half-yearly; 
on the 18th Julyand 18th January. 

4. In the case of 7.50 per cent. Loan, 2010 (Third Issue) interest Rtf 
the period 29th October 1980 to 11th November 1980 (inclusive) will m 
paid on the 12th November 1980 and thereafter interest will be paid 
half-yearly on the 12th May and 12th November. 

5. Interest on the loans now issued together with interest on other 
previous Government securities and income from other approved invest* 
raents will be exempt from income-tax subject to a limit of Rs 3,000 per 
annum and subject to other provisions of Section 80L of the Income-tax 
Act, 1961 , The value of the investments in the Joafis now issued together 
with the value of other previous investments in Government securitjek 
and other investments specified in Section 5 of the Wealth tax Act will also 
be exempt from the Wealth tax upto Rs 1,50,000/-. 

6. Subscription lists for the new loans will open on the 29th October 
1980 and close on 30th October 1980 or earlier without notice. 


Talking to newsmen re¬ 
cently he said that but for the 
power cuts, the company 
would have earned about Rs 
3 to Rs 4 crore more as pro¬ 
fits. It earned a net profit of 
Rs 876.43 lakh during the 
year 1979-80. The profit in 
this yeaF was 27 per cent 
higher than the previous yea;’s 
Rs 501 lakh. The profit has 
been earned on a sales turn¬ 
over of Rs 6,977 lakh—an 
increase of 19 per cent 
compared to Rs 5,842 lakh 
in the year 1978-79. 

Mr Kapoor said that while 
negative factors like power 
capacity utilisation due to 
power cuts, higher power 
costs and consumption, higher 
wages, higher incidence of 
interest on bank borrowings 
and higher cost of raw ma¬ 
terials were major constraints 
on company’s financial per¬ 


Applications for the loans will bo received at: 

a) offices of the Reserve Bank of India at Ahmed a bad, Bangalore, 
Bombay (Fort and Byculla), Calcutta. Hyderabad, Jaipur, Kanpttfi, 

Madras, Nagpur, New Delhi and Patna; and 

b) branches of the State Bank of India at all places in India except at 

(a) above. .Vi? 

7. Securities will be issued in the form of Promissory Notes or Stock 
Certificates. The advantages of investing in the form of Stock Certificate* 
areas under: 

(i) It is safer than a Government Promissory Note as the name of the 
holder is registered in the books of the Public Debt Office. 

(ii) The Stock Certificate will be sent to the applicant direct by register* 
ed post by the Public Debt Office. 

(iii) The half-yearly interest will be remitted to the holder direct by ah; 
interest warrant drawn at par on any Treasury or State Bank branch 
indicated by the holder. If the holder so desires, the interest wifi 
remitted by Money Order after deducting the commission charges. 
In respect of Stock Certificite where the net amount of interest to bo, 
remitted is less than Rs 20/-no money order commission will he; 
charged. 

(iv) If the holder wishes to sell his securities, he can do so by completing 
and signing the transfer form printed on the reverse of the Certificates 
in the manner prescribed therein. 

(v) Government Promissory Notes in exchange for the Stock Certificate 
can be obtained by applying to the Public Debt Office and on pay-, 
ment of a nominal fee for each new noie required. 

8. For any further clarification, please apply to any of the offices Of 
branches mentioned in paragraph 6 above. 
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fdrdgh exchange in 1980-81. 
HZL hopes* to meet over b£ 
per cent of zinc and 30 per 
cent of lead demand in the 
country as against 31) and 
24 per cent respectively during 
19/9-80. As per the studv made 
by the Planning Commission 
the country is expected to 
attain near self sufficiency in 
these metals by the vear 1988- 
*9. 

Mr Kapoor said that 
HZL has taken up detailed 
exploration of Rampura- 
A&ucha zinc-lead prospect in 
BhilwaVa district at an esti¬ 
mated cost of Rs 125 lakh. 
All out efforts are being made 
to complete the work as early 
gs possible. The prospect has 
established a potential of 35 
milliontonnesofore with over 
10 per cent metal content 
fzincflcad) which makes it 
the largest single deposit of 
zinc and lead in the count!y. 
It is important because the 
deposit is suitable for open 
cast mining. Till the end of 
September 1980 more than 
5000 metres of surface dia¬ 
mond drilling had been com¬ 
pleted at Rampura-Agucha. 
The target for remaining part 
Of the cu«rcnt year is 5,500 
metres of drilling and judging 
by the progress it is expected 
that the work will be com¬ 
pleted well withm the time. 
A contract for underground 
exploratory mining has been 
awarded to Mineral Exploia- 
tion Corporal ion, Nagpui. 
The work has been started 
and is expected to be comple¬ 
ted by September 1981., 

Steps have also been taken 
to extend working of Zawar 
group of mine to a greater 
depth. Deepening of Mochia 
and Balaria main shafts has 
already started which is likly 
to be completed by 1981-82. 

Plea for Increased 
Housing Activity 

The Union Minister lor 
Works and Housing. Mr P C. 
Sethi, indicated recently that 
his Ministry’s proposal lor 
conversion of leasehold pro¬ 
perly m the capital into free¬ 
hold would soon be submitted 
to the Cabinet for its 
approval. 


The Minister, who firmly 
believes an providing in im¬ 
petus to the building activity, 
said he was keen on much 
larger participation bv the 
commercial banks, life insur¬ 
ance and general insurance m 
the house building actiwlx 
Unless the building activity is 
stepped up. the housing pio- 
blem would assume serious 
proportions. 


Mills Association, and Indian 
Chamber of Commerce, Cal* 
cutta, Mr Ooenka has been 
a member of the Executive 
Committee of the INC for a 
number of years and was 
elected Vice-President for 
the year 1979-80. He i$ also 
a member of the Executive 
Committee of the Federation 
of Indian Chambers of 


Commerce add ftwhistry and 
Chairman Of it* Industry Sub-/ 
Committee. t 

The Indian National Science 
Academy awarded the Silver 
Jubilee Commemoration 
Medal for 1979 to Dr M.S, 
Randhawa, in recognition of 
his outstanding contibutions 
in the field of agricultural 
Sciences. 


The Minister said the 
Government would also bring 
forward in the next session of 
Parliament a Bill to amend 
the Delhi Rent Control Act 
He said while it was ncccssuv 
to safeguard the legitimate 
interests of tenants, it was 
also imperative to proicct 
landlords from unscrupulous 
tenants. If building activity 
was to be accelerated, it was 
necessary to ensure a fair 
relum on property. All these 
matters would receive full 
consideration in the amen¬ 
ding Bill, he added 

Mi Sethi told newsmen that 
his Ministry had appointed i 
an empowered committee to 
process the rccommen dal ions 
of the working group which 
has gone into the difficulties 
encountered by the States in 
implementing the Urban Land 
Ceiling Act. He said the 
empowered committee had 
just submitted its report to 
the Government. The Centre 
also proposes to bring for¬ 
ward an amending bill be¬ 
fore Parliament in the next 
session in Novcmbei based 
on this report 

He said that it was pro¬ 
posed to spend Rs 1250 crorcs 
on different housing projects 
during the Sixth Plan period 
An ambitious plan wa> being 
launched to provide moie 
accommodation for Govern¬ 
ment servants 

Names in the News 

Mr R.P. Gotuka. Vu-c- 
Chairman of Duncuo Brothei s 
& Co Ltd, has been unani¬ 
mously elected as President 
of the Indian National Com¬ 
mittee of the International 
Chamber of Commerce foi 
the year 1980-81. forme* 
President ^ of Indian Jute a 


Department of Atomic Energy 

NARORA ATOMIC POWER PROJECT 


Tender No.: NAPP/TS/04-3967 

Lumpsum tenders are invited by the Chief Project Engineer, 
Narora Atomic Power Project, Narora, Dist. Bulandshahr, 
Uttar Pradesh from Contractors experienced in the field/ 
associated with those experienced in the field, for the 
'Design, Construction, Manufacture, Supply, Erection, 
Testing and Commissioning of two nos. of Induced Draught 
Cooling Towers for Reactor Units 1 ft 2 of Narora 
Atomic Power Project at Narora*. 

Estimated Cost : Rs. 110 lakhs. Earnest Money Deposit : 
Rs. 20,000/- Time of Completion : 24 calendar months 
(excluding performance tests) Security Deposit : Rs. 5.5 
lakhs. The successful tenderer shall deposit Rs. 1 lakh on 
awaid of work and the balance of Rs 4.5 lakhs shall be 
recovered from his R.A. bills commencing from the first 
bill (Ti) 10% of such bills to make up the total deposit, 
without prejudice to any other approved form of deposit. 
Blank tender forms with specifications and drawings can 
be had on payment of Rs. 100/- per set (non-refundable) 
in cash or by remittance through money-order (to Pay ft 
Accounts Officer, NAPS, P.O. NAPP Township-202 389) 
dunng the office hours from 15th October, 1980 to 30th 
November, 1980 from the office of the Chief Pioject Engi¬ 
neer, Narora Atomic Power Project, Plant Site, P O NAPP 
Township-202 389, Via Dibat, Dist, Bulandshahr, Uttar 
Pradesh. They can also be had from the Superintending 
Engineer (RAPP/NAPP Co-ordination) m the Power Pro¬ 
jects Engineering Division, Homi Bhabha Road, Colaba, 
Bombay-400 005 by remitting the tender cost as above to 
the “Pay ft Accounts Officer, PPED’* during the office 
hours between the dates mentioned. While applying for 
tender documents, Permanent Account Number allotted by 
the Income Tax Department should be quoted in the 
application and/or M.O. coupon. Tender forms may not 
be issued if the above Permanent Account Number is not 
indicated. 

Tenders will be received upto 2 p.m. on the 15th December, 
1980 at the office of the Chief Project Engineer at the 
above address and will be opened on the same day at 1500 
hours in the presence of the tenderers or their authorised 
representatives remaining present. 

The Chief Project Engineer, Narora Atomic Power Project 
reserves the right to reject any or all tenders without 
assigning any reason therefor. 

——. . . . . f in da VP 645 (284)/SO 
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AFFAIRS 


Hindustan Everest Tools 

Hindustan Everest Tools 
Limited recorded a gross 
profit of Rs 28.90 lakhs for 
the year ending March 31, 1980. 
^After making provision of 
Rs 11.4 lakh for depreciation 
an Rs 8.51 lakh for invest¬ 
ment allowance reserve, the 
net profit for the year came 
to Rs 8.96 lakh. A sum of 
Rs 5 lakh has been separated 
towards the payment of divi¬ 
dend on equity shares and Rs 
4.11 lakh has been transferred 
to general reserve. 

The bonus shares issue in 
the ratio of three bonus shares 
for every five shares held, lias 
been completed. These bonus 
shares rank pari-passu with 
the original equity shares in 
all respects. In view of the 
above, the directors have 
recommended a dividend at 
the rate of Rs 1.25 per 
equity share of Rs 10 
each for the year ended 
March 31, 1980 subject to 
deduction of income-tax at 
source. During the year the 
board decided to reissue at 
market price 550 equity shares 
forfeited in 1967. Profit on 
reissue amounting to Rs 
12,400 was credited to capital 
reserve. 

During the year under re¬ 
view there was unprece¬ 
dented inflation in the cost of 
practically all the inputs. Be¬ 
sides, there was a tremen¬ 
dous shortage of vital inputs 
like power, fuel and steel. 
Nevertheless, the management 
was successful in overcoming 
these bottlenecks as far as 
possible and the production 
recorded an increase of 19 per 
cent in terms of tonnage and 
33 per cent in terms of value 
over the previous year. How¬ 
ever, as the company is 
export-oriented, it could not 
fully offset the cost-escalation 
by sufficient increase m the 


prices in the international 
markets. Thus, as a result of 
higher costs, shortage of in¬ 
puts and inadequate price 
increase, higher profit corres¬ 
ponding to the increased 
production could not be 
achieved. 

The company had embarked 
upon a modernisation and 
renovation programme. Dur¬ 
ing the year, new plants for 
heat treatment and electroplat¬ 
ing have been installed and 
commissioned and it is ex¬ 
pected that during the current 
year the company will achieve 
substantial further quality 
improvement as a result 
of using these plants. Shortage 
of cement and other inputs 
have resulted in delay in the 
implementation of the rest 
of the programme which is 
expected to be completed 
during the current year. 

GIIC Diversifies 

The Gujarat Industrial In¬ 
vestment Corporation (GIIC) 
has decided to manufacture 
6.2 million cubic metres of 
various industrial gases an¬ 
nually. The project will be 
located close to the consumer 
chemical and petrochemical 
industries at Baroda. The 
GUC has secured the letter of 
intent from the Central 
Government for the purpose. 

Most of the preliminary 
work on implementation of 
this Rs 3 crore project has 
been completed. The necessary 
land has been procured. The 
project is expected to be com¬ 
missioned by 1981. 

Nitrogen will be the main 
item of production, while 
oxygen and argon gases will 
occur as by-products. Nitro¬ 
gen is consumed by almost all 
kinds of chemical and petro¬ 
chemical industries in Gujarat. 
Presently, all these industrial 
gases are in short supply. 


Tbo'suppty of liquid nitron 
gen through pipeline to the 
consuming industries will be 
the unique feature of this 
project. This mode of supply 
will be more convenient and 
cheaper than the usual method 
of transportation which re¬ 
quires social vacuum insulated 
tankers. 

It will also be possible for 
the project to meet emergency 
requirements of nitrogen gas 
from large consumers like 
Indian Petro-chemica! Cor¬ 
poration Ltd and Gujarat 
Refinery around Baroda. 

National Insulated Cable 

The total income of the 
National Insulated Cable Co 
of India Ltd, Culcutta, incre¬ 
ased from Rs 1179.40 lakh to 
Rs 1414.33 lakh in the year 
ended April 1980. and the net 
profit from Rs 42.06 lakh to 
Rs 62.98 lakh, alter providing 
Rs 21.67 lakh (Rs 12.81 lakh) 
for depreciation, Rs (nill) for 
taxation, Rs 9.74 lakh 
(Rs 3.30 lakh) for investment 
allowance reserve. The pro¬ 
posed dividend of 10 per cent 
will absorb Rs 20.25 lakh 
(Rs 14,18 lakh), and general 
reserve will claim Rs 42.73 
lakh (Rs 27.89 lakh). 

The collaboration agreement 
with Furmanite International 
Ltd, UK, for the setting up of 
Furmanite Nicco Ltd, has 
been approved, and the pro¬ 
ject has made substantial pro¬ 
gress. 

The project for the establish¬ 
ment of Nicco Orissa Ltd has 
also made farther progress at 
Baripada in Orissa. This is 
subject to Government appro¬ 
val, This project is a joint 
venture with the Industrial 
Development Corporation of 
Orissa Ltd for the manufac¬ 
ture of cross linked polyethy¬ 
lene and polyvinyl chloride 
power cables. 

The modernisation of the 
company's factory is in pro¬ 
gress, which will take the next 
two years. 

Trade-Wings Suffers a Loss 

The total income of Trade- 
Wings, Ltd, Panaji, increased 
from Rs 144.89 lakh to Rs 
212.33 lakh in the year ended 
March 1980. After providing 


Rs2l.«0la3fo 

for depreciation foe Compaq 
suffered » loss of: Rs 27.3® 
lakh (Rs 64,289). 

Tractors India Maintains V 

Tractors India Limited^ 
which will be completing its 
three - phase expansion -pro-.' 
gramme of the KamarhtW 
crane works during the cunje§l 
financial year, is going to. lfo 
the first unit in the country 
to manufacture 40 topifo 
heavy duty mobile and pofo 
tower cranes. Production 0$ 
these cranes will substitute fori 
imports. 

The expansion is being daw- 
in collaboration with, Coles, 
UK, which holds 20 per cent 
equity in the Indian company; 
Tractors India has already; 
received a number of orders 
for the 40-tonne range craufo 
deliveries of which wifi stsfos- 
this year. , 

Mr A. Mazumdar, M&mfoi 
ing Director, revealed recentljr, 
that the company’s desire w 
raise the capacity and range 
<of production, substitute im¬ 
port of cranes and expand foe 
export market where “eosfotl 
tics are as important $1 
quality of products" foka 
resulted in expansion. Abdul 
Rs 1 crore has been . invested 
in the present expansion pro! 
gramme. Since the company 
started manufacturing cranes 
two decades ago, it has been 
introducing new models eveiy 
year. 

Announcing Tractors India's 
working results for the ye&t 
1979-80, Mr Mazumdar saifo 
in spite of power shortage ”"S0 
West Bengal, it was possibfo 
to raise production from Rs 
725.90 lakh to Rs 1.08660, 
lakh. Sales increased from 
Rs 1,601.85 lakh to Rs 
1,853.66 lakh. Profit before 
taxe was up from Rs 215.80 
lakh to Rs 235.64 lakh. Ifo 
view of satisfactory working, 
the Board has recommended 
a repeat dividend of 20 per 
cent. 

Besides manufacturing 
cranes, Tractors India imports 
earth-moving .machinery from 
Caterpillars. During 1979-80 
it earned Rs 11 crore from 
sales of indigenously manu¬ 
factured cranes, Rs 2 crore 
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from imported Catei^Uaf 
earth-moving equipment, Rs 
2.5 crore from imported Cater¬ 
pillar parts and the balance 
from indigenous Coles parts. 

Calico Mills 

Mr Suhrid Sarabhai, Chair¬ 
man, Calico Mills has visualis¬ 
ed a bright future for the 
company in the years to come 
looking to the expansion, 
modernisation and diversifi¬ 
cation programme it has 
undertaken at present. 

Mr Sarabhai who was 
presiding over the adjourned 
, 100th annual general meeting 
of the company in Ahmedabad 
recently told the shareholders 
; that though the company was 
passing through a difficult 
time, the management hopes 
that this would not last long. 

The company is planning to 
set up a spinning mills in the 
joint sector with a total ourlay 
of about Rs 6, crore. The 
company will take 25 per cent 
shares, Gujarat State Textile 
Corporation 26 per cent and 
the rest will be offered to 
the general public. The mills 
which will be managed by 
* Calico Mills is likely to be 
; located around Mehsana. 

The company has decided 
in principle to double the 
production of polyester fibre 
to 15,000 tonnes per annum. 
The company is also consider¬ 
ing to produce colouring 
polyester fibre. The Govern¬ 
ment is likely to put restriction 
bn import of polyester fibre in 
the hear future, in view of the 
critical exchange position, he 
added. 

Kankariya Chemical 
To Enter Market 

Kankariya Chemical Indus¬ 
tries Pvt Ltd incorporated in 
June 1974, is converting itself 
into a public limited company. 
It will enter the capital 
market in December with 
a public issue of 810,000 
equity shares of R$ 10 each for 
cash at par. 

The company is promoted 
by Mr Premraj Kankaria and 
his two sons, Mr Vinaychand 
and Mr Vimal. Tte family is 
an established cotton trader 


for the * past thirty years, and 
it has cotton ginning and pro¬ 
cessing units in Rajasthan and 
Gujarat with an annual turn¬ 
over of abbut Rs 40 crores. 

The company at present 
manufactures industrial waxes, 
wax components and other 
petrochemicals at Kalol 
(Gujarat). From a turnover 
of Rs 30 lakh in 1977, the 
company has achieved a turn¬ 
over ofRsl93 lakh in 1980. 
The reserves have grown from 
Rs 19 lakh to Rs 70 lakh on a 
share capital of Rs 17 lakh. 

The company now proposes 
to diversify its activities into 
the paper industry. It has a 
licence to manufacture 10,000 
tonnes of white writing and 
printing paper, at Kalol, near 
the present chemical unit, at 
a total cost of Rs 550 lakh. 
It will be financed by a public 
issue of Rs 81 lakh, term loans 
of Rs 355 lakh, and internal 
resources of Rs 75 lakh. The 
project is expected to go on 
stream by March-April 1981. 

Fertilisers and Chemicals 

The Fertilises and Chemi¬ 
cals Travancore Ltd (FACT) 
has made a profit of Rs 65 
lakh for the year 1979-80. This 
is the first time in the last 10 
years that the working results 
of the company has shown a 
profit. The profits earned for 
the year 1979-80 are also a 
record, being the highest ever 
by the FACT since its incep¬ 
tion in 1943. The FACT is 
one of the oldest fertiliser 
companies in the country. Be¬ 
sides fertilisers the undertak¬ 
ing is also engaged in the 
manufacture of allied chemi¬ 
cals like oleum sulphur di¬ 
oxide etc. It has three opera¬ 
ting plants in Kerala, one at 
Udyogmandal and the other 
two at Cochin viz Cochin 
Phase I and Cochin Phase II. 
Commeicial production at 
Cochin Phase II commenced 
in April 1979. 

Bharat Aluminium 

As part of its future product 
diversification programme of 
Bharat Aluminium Company 
Limited (BALCO), which 
has its production unit at 
Korba in the Bilaspur district 
of Madhya Pradesh, intends 
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' fo take to production of atu* 
mmitrni foil and special grade 
qf alumina for non-metal- 
1 logical purposes. Currently 
it is equipped to produce alu¬ 
mina, aluminium ingois and 
fabricated items like ingots, 
rods, billets, extrusions, rolling 
slabs and alloy ingots. The 
scheduled production capacity 
at Korba comprises 200,000 
tonnes of alumina and 100,000 
tonnes of metal per annum. 

BALCO’s production during 
April-August period of the 
current financial yiar hrd re¬ 
portedly suffered owing to 
inadequate supply of power. 
Bauxite production during the 
same period al Amaikantak 
and Phurkapahar mines was 
about 80.000 tonnes rnd 
30,500 tonnes. respectively. 
Alumina production during 
April-August this year was 
about 60,300 tonnes of hydrate 
grade and about 60,000 tonnes 
of calcined grade. Hot metal 
production was 12,1 52 tonnes, 
fabricated metal production 
restricted to 5,081 tonnes of 
ingots, 5,657 tonnes of rods, 
f 985 tonnes of billets, 250 ton¬ 
nes of extrusions, 18 tonnes of 
rolling slabs and about 400 
tonnes of alloy ingots. 

The production of alumina 
during 1979-80 dropped to 
233,970 tonnes from 252,450 
tonnes in 1978-79. In 1979-80 
the production of hot metal 
was abouf 29,800 tonnes 
against 33,754 in the previous 
year. The fabricated items 
production also came down 
to 29.499 tonnes in 1979-80, 
from 33,450 tonnes in the 
' previous year. Bauxite pro¬ 
duction was 368,160 tonnes in 
1979-80 against 4,20,458 ton¬ 
nes in the corresponding 
period last year. BALCO 
sources said that the shortage 
in production during 1979 80 
was due to acute power 
shortage. 

Electro-Graphites 

. Hindustan ElectroGraphites 
has sought the Government’s 
approval for expanding its 
capacity from 10.000 tonnes to 
17,000 tonnes of graphite C 
-electrodes and undoes, by 
adding extra furnaces and ba¬ 
lance equipment most of which 


are to be produced indigenous¬ 
ly. The company also pro¬ 
poses to manufacture items 
specially within the increased 
capacity. 

The company also proposes 
to diversify its activities in the 
field of cement, pepper and 


food products, jqk?'lia$ initiat¬ 
ed action in this direction, the 
directors state. 

Meanwhile, the company has 
fared exceedingly well during 
the year ended April 30, 1980 
with i(s gross profit increasing 
to Rs 6 77 crores from Rs 1.68 


i 

. , t v 4 

drones. Its net profit amounts^; 
to Rs 5.77 crores from Rs 1 M ■ j 
crores, . 

Meanwhile, the company 
has fared exceedingly Well dur¬ 
ing the year ended April 3 
1980 with its g oss profit in¬ 
creasing to Rs 6.77 crores front 
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R 1.68 crores. Net profit 
amounts to Rs 5.52 r chores 
against a loss of Rs 18 lakhs. 
The company's sales have shot 
up to Rs 24.04 crores from 
Rs 9.10 crores. As is known 
the directors have proposed an 
equity dividend of 15 per cent 
for 1979-80. 


for meeting part finance for 
setting up a plant in Kclaba 
district for the manufacture of 
alkyl amines. 

( 6 ) East Coast Fertilisers 
and Chemicals Limited : Equity 
shares of Rs 28 lakh for cash 
at par. The proceeds will be 
utilised for meeting part fin¬ 


ance for setting up a plant in 
Mayurbhunj district for the 
manufacture of sulphuric acid, 
oleum and other allied pro¬ 
ducts. 

Rejections 

(7) H. Guru Instrument Limit¬ 
ed : Rejected permission for 


issiie of 4026 fully paid bonus 
equity shares of Rs 100 each, , 

( 8 ) Dodsay Pvt Ltd : Re¬ 
jected permission for issue of 
bonus shares of Rs 84 lakh. 

(9) Wintex Mills Ltd ; Re¬ 
jected permission for issue of 
bonus shares of R$ 15.00,000 
in the ratio of 3:5. 


Sarangpur Cotton 

Sarangpur Cotton Manu¬ 
facturing Co Ltd suffered a 
further set back in its per¬ 
formance for the year 1979-80. 
The sales have declined to Rs 
22.12 crore from Rs 31.30 erore 
in the previous year and the 
gross profit has declined to 
Rs 2.52 crore from Rs 3.2^ 
crore in the previous year. 

The directors have once 
again passed over the dividend 
on equity shares lor 1979-80. 

After making necessary 
adjustments, the company has 
carried forward a loss of Rs 
51.71 lakh as against Rs 81.35 
lakh brought in. 

Capital and Bonus Issues 

Six companies have been al¬ 
lowed to raise capital of 
R$ 267 crores. The details 
are given below. 

Bonus Issue 

(1) Vefian Hvdrair Pvt Limit¬ 
ed. Rs 2,75.000 in fully paid 
equity shares of Rs 100 each 
fn the ratio of 1:4. 

(2) SumanUdyog (P) Ltd: 

Rs 68,000 in fully paid equity 
shares of Rs 100 each in the 
ratio of 4:5 

(3) The South India Paper 
Mills Ltd : Rs 10 lakh in fully 
paid equity shares of Rs 250 
each in the ratio of 4:5. 

(4) Sandvik Asia Limited : 

Rs 96,25,000 in fully paid 
equity shares of Rs 100 each 
in the ratio of 1 : 2 . 

Further Issue 

(5) Alkyl Amines Chemical 
Limited : Equity shares of Rs 
110 lakh and 11 per cent cum¬ 
ulative preference shares of 
Rs 20 lakh, all for cash at pai. 
The proceeds will be utilised 
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THE GWALIOR RAYON SILK NFG. 
(WVG;) CO. LTD. 

ENGINEERING & DEVELOPMENT DIVISION 

P. O. BIRLAGRAM-456331, NAGDA 


Pioneer manufacturers of complete range of equipment required for 
viscose staple fibre and filament plant, mainly consisting of—slurry 
mixer, homogenizer, slurry press, alkali cellulose ageing drum, xanthator, 
dissolver, staple fibre and filament spinning machines, after treatment 
machine, dryer, staple fibre baling machine, electro-thermic carbon-bi- 
sulphide plant, contact sulphuric acid plant, condensers & chillers for 
refrigeration plant, tube and shell type heat exchangers of mild steel, 
stainless steel F.R.P. and graphite construction, rubber-lined rollers & 
vessels required in chemical plants, F.R.P. exhaust fans, valves, pumps , 
and ducting etc. 

The company has exported sophisticated rayon plant machinery for 
the first time to South Korea and Thailand. We received 'I.C.M.A. 
Award for Export of Technology* for 1976 in recognition of export of 
a developed technology for the manufacture of viscose staple fibre. 
'Award for Export Excellence* for 1975-76 has also been conferred by 
Engineering Export Promotion Council for outstanding performance in 
exporting man-made fibre plant and rayon machinery. 

The company is also supplying machinery A equipment to Messrs 
Century Rayon for 20000 tonnes per annum capacity rayon grade 
pulp plant. 
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Jtdupatua I6ik art? 


Tbe Role of 
tbe Colorist 

it) Indian 

folk art 


jaaupatire means "magic 
painter*' . 

For centuries, groups of 
minstrels'gifted Jadupatuas 
moved froiii village to village 
in Bihar, entertaining the 
villagers with scroll paintings 
depicting creation, death 
and the supernatural. 

Their audiences were the 
Sartthals—*atribe that was 
known for its love of music, 
feasting and dancing. 



The stones were told in a 
series of simple, clear-cut 
images in panels divided by 
horizontal bands. The scrolls 
on which the paintings were 
done were sheets of paper 
sewn together edge to edge 
and wound around a 
bamboo piece. 

The Jadupatuas used 
brushes made of bunches of 
goats' hair, tied to a small 
stick or porcupine quill. The 
paintings were done with 
natural colors made from 
vegetable dyes or minerals- 
soot for black, vermilion for 
red and mud from the river 
bank for a rich reddish 
brown. 

Indian dyes have come a 
long way since then. 

Today Atul manufactures a 
wide range of Synthetic 
Dyes in a variety of colors. 
Dyes which help color 
everything from fabrics of 
cotton, jute, wool, art-silk 
and man-made fibre to 
leather and paper. 

Atul also produces Dyes 
Intermediates to help make 
Synthetic Dyes an d Opt ical 
Whitening Agents flWfrch 
make whites look whiter. 

Wherever there is color, 
there is a dye. 

Atul makes some of the 
finest man-made dyes. 



THE 


atul: 
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PRODUCTS LTD. 
India’s giant chamicai complex 


P.0 Atul, Dist. Valsad-396 020 
Gujarat (Indie) 

Tol.: 61 Gram : "TULA" Atul. 
Tetax: 0173 232 "ATUL IN" 
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THE SWUM RUM SILK IFS 



(PULP DIVISION) 

Birlakootam - Mavoor — Kozhikode 
Pin 678 661 
(KERALA) 


to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
ef Kerala 


have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

“He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him." 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of Pulpwood and for your 
requirements of eucalyptus seedlings/Murukku Cuttings, kindly contact our office at 

Mavoor: Telegram : "WOODPULP” Telex: 0854-216 

Telephones: 73973-76 (Calicut) and 51 (Mavoor) 

OR 

Company's various forest Divisional Offices at — 

Trivandrum, Angamaly, Thalore (Trichur), Mannarghat, Palghat, Nilambur, Suttansbattery, 
Kuthuparamba, PollachL Ooty and Mangalore. 

Regd. Office : Birlagram, Nagda (M.P.) 


EASTERN ECONOMIST 


888 


OCIOSEII 24, 1980 


eastern 

ECONOMIST 


Vel. 75 No. 17 October 24,1515 
Price Rs 3.00 


THIS WEEK 

923 

LEADING ARTICLES 


The Case for Wheat Imports 

924 

Lanka la not for Burning 

92S 

Potted Power 

926 

DRY THOUGHTS 

927 

OTHER ARTICLES 


Double Taxation of Company 


Profits— B. 5. Doraiswamy 

928 

SAIL: Advertising Failure 


-r.C 4. Srinlvasa-Raghavan 

929 

POLITICAL ANALYSIS 


An Angry Look at Three Sterile 


Decades —Arun Kumar 

930 

MOVING FINGER 

935 

IN THE NATION 

937 


No Dearth of Industrial Relations Meets 
HMT ; A Good Record of Growth 
Import Substitution : Signs of Realism 
Prices and Politics 
f Advice on Commerce 


October 15 

The Union Government approved 
three major oil development projects 
costing about Rs 615 crores. These 
projects will be taken up in North and 
South Bombay High and off the Ratna- 
K giri coast. 

The Centre agreed lo set up a steel 
plant at Paradeep in Orissa. The total 
investment is likely to be in the region 
of Rs 2000-3000 crores. 

October 18 

The official wholesale price index for 
all commodities declined marginally by 
0.4 points for the first time in four 
weeks. It dropped from 264.2 to 263.8. 

* October 17 

The Aggarwal Committee on Import 
Substitution submitted its report. It 
r called for various measures to step up 
import substitution. 

The Government decided to set np ex- 
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tensive ware-housing facilities at import¬ 
ant commercial and international trad¬ 
ing centres. The finance for this will be 
provided by the Commerce Ministry’s 
Market Development Fund. 

India is likely to barter rice for oil 
with the Soviet Union. In view of the 
Iran-lraq war, India has asked for 2.5 
million tonnes during 1981. This year, 
the Soviet Union had agreed to supply 
200,000 tonnes of additional crude and 
500,000 tonnes of diesel oil in exchange 
for rice. 

October 18 

The Government decided to maintain at 
all times a minimum inventory of 1.5 
million tonnes crude oil. This repre¬ 
sents roughly one month’s requirement. 
The Government proposes to increase 
the inventory holding to a minimum of 
45 days gradually. 

An IMF study has revealed that the 
share of developing countries in world 


trade has dropped sharply. Their shard ; 
of world export dropped from an aampil 
average of 26.1 per cent in 1950-54 to 
15.7 per cent in 1975-79. 

The AASU and the AAGSP announced 
their intention to resume the Assam 
agitation following the failure of talks 
with the Central Government, 

October 19 

The Minister of State for Industry, Dr 
Charanjit Chanana. left for Paris to dis- , 
cuss the possibility of a tie up between 
Maruti and Renault for manufacturing 
cars and trucks in India. A Renault pro¬ 
posal has been pending with the Govern¬ 
ment for 18 months. 

World production of wheat and coarse 
grain is likely to increase by two per cent 
(to 1194 million tonnes) over last year. 
This was stated in a report “Food Out¬ 
look” by the FAO. 

October 20 

The Central Council of Ministers was 
expanded with the entry of eleven new 
members. Mr P.C Sethi is to hold exclu¬ 
sive charge of Petroleum, Chemicals and 
Fertilizers and Mr N.D, Tiwari will hold 
additional charge for Labour. 

The Union Finance Minister, Mr R. 
Venkatraraan, said tl^it there is no pro¬ 
posal to take over any more banks. In 
the case of foreign banks, he said 
they were permitted to function on a 
reciprocal basis and that there was no 
proposal to break the system. 

October 21 

The Union Government is considering 
an increase in excise duty on khandsari 
manufacture and withdrawal of taxes oh , 
these units producing khandsari. This 
was stated by the Union Agriculture 
Minister, Rao Bhirendra Singh. 

Romania has offered to build a integrat¬ 
ed steel plant with Kudremukh iron ore. 
This was stated by the Union Commerce 
Minister, Mr Pranab Mukherjee. 

The Assam oil blockade has cost the 
crude output worth Rs 626 crores 
equivalent to 3.15 million tonnes of 
prude oil. 

October 22 

The APC recommended Rs 127 per 
quintal as the procurement price for 
wheat against Rs 117 last year. For 
barley, it recommended Rs 85 per quintal. 
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The Case for Wheat Imports 


The aftermath of a bountiful monsoon is not usually the time 
to sound alarm bells about the food situation. And yet this is 
precisely what is happening. There arc reports that the Food 
for Work programme is grinding to a halt in several States for 
want of sufficient allocations. A Government spokesman has 
thought it necessary to declare that the Government does not 
propose to import wheat. And the Managing Director of the 
Food Corporation of India highlighted the sharp fall in food 
stocks last week. These stocks have dipped to just 13 million 
tonnes in all, consisting of 7.3 million tonnes of wheat and 5.7 
million tonnes of rice. As against this, the offtake from the 
public distribution system in the first eight months of 1980 was 
8.4 million tonnes of rice and 3,6 million tonnes of rice. At 
this rale of consumption, the existing food stocks will last 
barely nine months. 

The position in respect of rice is quite comfortable. One 
reason for the higher offtake has been additional exports, and 
vet at the fag end of the rice procurement season stocks are as 
high as 5.7 million tonnes, enough to meet demand from the 
public distribution system for almost two years. The FC1 ex¬ 
pects to procure at least 4.8 million tonnes of rice this year, 
which should exceed offtake by one million tonnes, leaving this 
amount available for exports. 

However, the wheat outlook has taken an alarming turn 
for the worse. Procurement this year was only 5.8 million 
tonnes, insufficient to meet offtake for more than six months at 
the current rate. There has been a sea change in the composition 
of the foodgrain buffer stock. In the mid-1970s, when imports 


were the principal means of building up stocks, wheat constitut¬ 
ed the lion’s share of the country’s food reserves. Mow it is the 
other way around. Last April, wheat stocks amounted to only 
7 million tonnes against 9 million tonnes of rice. Next April, 
the wheat in hand will be hardly one to two million tonnes. 
And since it is wheat, not rice, which is the backbone of the 
Food for Work programme, it becomes clear why allocations are 
being tightened up despite a bumper monsoon. 

The transformation of the wheat situation should not come 
as a major surprise to anyone. It is well known that agricul¬ 
tural growth in the 1970s has averaged only 2.4 per cent, less 
than what was achieved in either of the previous two decades. 
The per capita availability of foodgrains today is worse than in * 
1964-65. The food stock of 20 million tonnes built up in the 
mid-1970s was due mainly to imports, compounded by the fact 
that the modest increase in food production was not matched 
by a corresponding increase in the purchasing power of the 
poor. This naturally led to a clamour for finding ways of run¬ 
ning down the food stock—economists pointed out that it was 
absurd to have so much food in reserve when so many were 
hungry. This gave rise to the Food for Work programme, which 
is now being expanded into a system of national social security. 
The mechanism for this is yet to be spelled out, but it is going* 
to be a combination of the Food for Work scheme and the 
Maharashtra Employment Guarantee Scheme. 

All this assumes that there is going to be sufficient food in 
the kitty. This assumption is suddenly open to question. Anci* 
if there is not enough food, the whole idea of social security 
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will collapse into a major farce. When the Sixth Plan is laun¬ 
ched next April, there will be less than two million tonnes of 
wheat in hand. How can this possibly be the basis for provid¬ 
ing social security to a nation of 650 million people ? 

Many experts have suggested that rice instead of wheat should 
be used in the Food for Work programme. This will take care 
of excess rice stocks and nurse insufficient ones of wheat. But 
it makes no financial sense at all. The economic distribution 
price of rice is almost double that of wheat, and the food value 
is actually lower. It makes far more sense to export surplus 
rice and use the proceeds to import wheat. Rice can be expor¬ 
ted at a price of up to Rs 3000 per tonne, while the landed 
price of wheat imports will be less than Rs 1,500 per tonne. 
Thus the export of one million tonnes of rice will finance the 
^import of two million tonnes of wheat. It will also yield a fat 
profit of Rs 100 crores for the exchequer, since the international 
price of rice exceeds the domestic rate by 50 per cent. 

Moreover, two or three million tonnes of wheat can quite 
possibly be procured on very soft terms under PL 480. The sale 
of PL 480 wheat will yield hundreds of crores of rupees more for 
the exchequer. Of course, some politicians will raise an outcry 
against renewed reliance on PL 480. It will be denounced as a slide- 


Lanka is Not 

Years ago The Hindu had a scary caption saying that the 
capital of our island neighbour in the Indian Ocean had been 
burnt down. Since this headline appeared without ‘display 1 
and on the back page over a brief report, one could control 
one’s excitement while proceeding to read what this could be 
about. The report, one was greatly relieved to find, was about 
a religious discourse on that highly popular episode in the 
Ramayana, of the large-scale incendiarism committed, partly 
in a playful mood, by the monkey-god Hanuman on the 
“topless towers” of Havana's Lanka, 

The Sri Lanka of today has not exactly been ignited, but 
the political situation in that country is obviously at flash 
point. On October 14, for the second time in Ihree months, 
the Government has had to declare a State of Emergency. On 
the earlier occasion, the object was to cope with a general 
strike and now the necessity is ascribed to an alleged risk 
of civil war. A dramatic official announcement asserted that 
the Opposition Freedom Party (SLI P), led by Mrs Sirimavo 
Bandaranaike, was planning to overthrow the Government 
by violent means and had been found inciting its members to 
kill the President and Prime Minister. 

According to this version, the Freedom Party supporters 
were being asked to converge on Colombo on October J6 and 
prevent Parliament from considering the motion to strip 
Mrs Bandaranaike of her civic rights. The Government ex- 
' plained that the Public Security Act was being invoked in 
order to provide for the death penalty being applied to the 
offence of restraining or attempting to restrain wrongfully a 


back into food dependence on the USA. But if India is earning 
more through exports of rice than it is spending on wheat imports, 
it will still be a patently self-reliant country. It will not be self- 
sufficient in the physical sense, but will certainly be self-reliant 
in the sense of being able to pay its wav. And this is a clear case 
where self-reliance is preferable to self-sufficiency, as it enables 
the exchequer to earn huge revenues. It is also economically 
efficient, as it enables India to export an item where it has a 
large comparative advantage, and import wheat where the USA 
has a comparative advantage. It is worth emphasising that rice 
needs far less energy by way of fertilisers and tubcwell irrigation 
than wheat, an important consideration in view of the energy 
crunch. 

Wheat production will no doubt improve this year, but there 
is every chance that it will do no more than meet the growing 
demand of the public distribution system. If additional food is 
provided for the new scheme of social security, it will mean 
running down the wheat stocks to dangerously low levels. It is 
highly advisable to steer clear of such a situation by importing 
wheat. This will not be a popular suggestion in view of the 
growing trade gap. But to the extent such wheat is available 
under PL 480, it will not strain the balance of payments. 


for Burning 

Member of Parliament from attending to his duties. Simulta¬ 
neously, several members of the SLFP were taken into custody 
and army personnel was deployed on security duty in the 
capital. 

In this atmosphere of near-panic on the part of the Govern¬ 
ment, the Sri Lanka Parliament, on the appointed day, ex¬ 
pelled Mrs Bandaranaike from membership of the House and 
stripped her of her civic rights for seven years. These penal¬ 
ties were imposed by a majority vote of 139 to 18, on the baste 
of the Government’s acceptance of the findings of a presiden¬ 
tial commission that the former Prime Minister and some of 
her close associates had been guilty of misuse or abuse of 
power when she was in office. Although writ petitions ques¬ 
tioning the findings of the commission were pending before 
the Supreme Court, the Prime Minister's argument that the 
Constitution recognized the supremacy of Pailiament persuaded 
the Speaker to disallow a point of order raised in favour of 
postponing the consideration and passing of the resolution. 

There is some very limited resemblance between this march 
of events and that wc had witnessed in our own country in the 
period following the general election of 1977. In both cases 
a new political party had come to power swearing punitive action 
against the preceding Government for its alleged misdeeds. 
In both countries, again, a commission of inquiry had found the 
previous Prime Minister guilty of abuse of power. From then 
on, however, things have taken different courses in Sri Lanka 
and India. In the former country President Jayewardene has 
been able to pursue the politics of retribution to its bitter end. 
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This he has been able to do because the ruling United 
National Party, unlike thfc Janata Party in India, had been able 
to hold together the massive majority it had gained in 1977. 

Whether the Government, by its police measures, has effec¬ 
tively forestalled Mrs Bandaranaike’* threatened campaign of 
taking her cause to the streets remains to be seen. That it is 
fully determined to suppress the SLFP by force is evident 
from the drastic steps it has taken for enforcing the State of 
Emergency. The strain on its resources to preserve law and 
order, however, is bound to be considerable. It is therefore 
unlikely that it will have much reserves left to attend to the 
more positive duties and functions of administration. This would 
be a pity because the economy of Sri Lanka is not in a parti¬ 
cularly good shape at present. 

The recent general strike itself was at least partly an expres¬ 
sion of the economic distress experienced by the working class 
because of inflation and unemployment The Opposition and 
particularly the leftist elements had no doubt tried to make 
political capital out of the situation. But the truth still is that 
the popular support for the ruling party is now not by any 
means as pervasive as it obviously was when it secured its 
big victory at the polls over three years ago. Conversely, 
Mrs Bandaranaike and her followers have retrieved some of 
the ground they had lost when their party was voted out of 
power. 


The political situation in Sri Lanka, unfortunately, hai 
taken a turn away from the normal operation of democratic, 
processes which could have maintained a reasonably healthy and 
effective multi-party system even within the constraints imposed 
by the Constitution. Quite possibly, Mrs Bandaranaike might 
have saved the situation had she persuaded herself to withdraw 
from politics. But, then, such selfless acts of abnegation are 
rare enough to be eccentric. Nevertheless, even if the former 
Prime Minister does not choose to rise to great heights of 
abnegation, she should at least be able to recognise the felly of 
provoking any violent collision with the legitimate Govern¬ 
ment of her country. She can be under no illusion that the 
repressive powers of the State will not be fully deployed against 
any attempt on the part of her party to agitate outside the 
constitutional limits. 

At the very least, then, Mrs Bandaranaike ought to summon" 
enough tranquility, or even detachment to refrain from agita¬ 
tional political activities until the current tensions subside. 
The various measures initiated by the present Government, not 
only Tor dealing with inflation, but also with the structural 
weaknesses that have resulted in the stagnation of the island’s 
economy, deserve to be given a fair trial. Politicians, whatever 
their complexion, should be able to extend this indulgence, 
provided they are not indifferent to the larger interests of their 
country. Otherwise, the prospects of Sri Lanka could be 
nightmarishly disturbing. 




Polled Power 


“Candy is dandy, but liquor is quicker" said Mr Ogden Nash. 
Then, he added a postscript: “but pot is not". Clearly pre¬ 
occupied with the ethical considerations of smoking pot, he 
overlooked the economic aspects of it. Not surprisingly, though, 
because the energy crisis at that time was (like pot) not. 

Amongst the things that have changed since then are American 
tastes and the efficiency of US Customs. The Vietnam war 
which gave rise to such gems as ‘‘Draft beer, not kids", “Hey, 
heyLBJ,how many kids did you kill today" and “Hell, no, 
we won’t go," also gave rise to- and made fashionable amongst 
the students—the smoking of marijuana (pot). But what was 
in for the students was out for the authorities. Since a large 
proportion of marijuana that was consumed was imported, the 
US Customs was asked to do its bit. Jt has done more 
than that. 

Annually, it seems, about 2,500 tons (yes, tons) of the 
euphoric leaf arc confiscated. And so God’s own country— 
Yorkshire claims notwithstanding—has a problem: it doesn't 
know what to do with it. 

It cannot be burnt ih conventional incinerators because the 
temperature is so high thMihty get damaged. Enter the Florida 
Power and 1 ight Company, which has offered to convert the 
pot into power. The stuff will be pulverised and blown into 
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the plant’s furnaces which now burn oil or natural gas. Each 
ton of pot burnt will produce 2,000 kilowatt-hours of elec¬ 
tricity. Exit problem. 

The possibilities of pot-based power plants in India are 
truly immense. It grows wild all over the place, so the cost 
of production is nil. There remain the costs of collection and 
transportation. The former would be quite low—will the 
Government fix a procurement price, please 7 It would also 
serve to give a boost to the Integrated Rural Development 
Programme which seeks to raise rural incomes. Over a period 
of time, power plants could grow captive farms, as it were, and 
the IARI could develop high-yielding varieties. Problems of 
location, too, would vanish because marijuana can grow any¬ 
where. The millenium, it would appear, is just round 
the corner. 

But as the monkey said to the porcupine while explaining the 
birds and the bees to it, there is no pleasure without pain. The 
smoke from the pot-based power plants might lead to vast 
numbers of humans and animals being, as the jargon goes, ston¬ 
ed out of their minds. Or more simply, intoxicated. Tak¬ 
ing a deep breath in the vicinity would be cautioned against : 
breathing is injurious to health. Still, as von Neumann ob¬ 
served, there must be a saddle-point; that is, a happy balance. 
The proposed Department of Environment may kindly look for it. 
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M ahatma Gandhi would have been 
appalled by the nariow-mindcd xeno¬ 
phobia of the self-proclaimed Gandhians 
and tinsel intellectuals who are so bitter¬ 
ly critical of Richard Attenborough’s film 
on the father of the nation. The Mahatma 
had the broadest of visions, and readi¬ 
ly granted the right of others to hold 
radically different views even while 
sticking to his own. But the petty men 
who claim to be his followers can 
only think of a film filled with songs 
of praise and tedious historical details 
which will yield only the most boring of 
documentaries. Gandhiji was brutally 
frank about himself and his habits. He 
wrote at length about his sexual hang¬ 
ups, about fornicating while his father 
lay dying, and about sleeping with young 
girls to te&t whether he had succeeded in 
p conquering carnal desire. It goes without 
saying that none of our self-proclaimed 
Gandhians would have highlighted 
these incidents, and would probably have 
done their best to dismiss them as imperi¬ 
alist inventions intended to perpetuate 
the myth of white supremacy. “My 
Experiments With Truth” would certainly 
have been banned in India but for the 
inconvenient fact that it is written by 
Gandhiji himself. 

The biggest objection of critics to 
Attenborough’s film is clearly that it is 
r being made by a white man. They believe 
that only local browns have the right to 
make a film about him, a piece of reverse 
racism that would have shocked the 
Mahatma. It is understandable that our film 
establishment has been particularly vocal, 
as its vested interests are involved. One of 
our best actors, Naseeruddin Shah, has 
objected to the choice of an English actor 
to play the role of Gandhiji, saying that 
- only an Indian can do justice to it. Accor¬ 
ding to Naseeruddin Shah, the actor must 
be able to pick his nose or scratch his 
groin without a trace of self-conscious- 
¥ ness, and no Englishman can do this. 
This may sound like an admirable ap- 
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proach to the film. But if Attenborough 
actually portrays the Mahatma picking 
his nose or scratching his groin at the 
Round Table Conference, there will be a 
public outcry against the attempt of a 
white man to denigrate Gandhiji through 
such contemptible racist innuendo. 
Gandhian historians will leap into the 
fray complaining that the film shows the 
Mahatma picking his nose with his index 
finger, whereas in fact he did so only with 
his little finger. They will similarly ob¬ 
ject that the film shows Gandhiji scratch¬ 
ing his right testicle with his left hand, 
whereas in fact he always scratched his 
left testicle with his right hand. And, of 
course, the censors will cut off both testi¬ 
cles and fingers. 

Tf the fuss about the Attenborough film 
proves anything, it is that our voci¬ 
ferous Indian film-makers and Gandhians 
arc incapable of producing a decent 
commercial film on Gandhiji. They are 
so wrapped up in hero-worship, historical 
detail and xenophobia that they can only 
behave like court poets on this theme. 
Their objections to the film script are not 
on artistic grounds at all but on histori¬ 
cal grounds. They need to be reminded 
that Shakespeare took the most outrage¬ 
ous liberties with history, and even when 
he tried to be accurate, often made major 
blunders. Does this in any way reduce 
the artistic or commercial value of 
Shakespeare’s plays? He actually wrote a 
play on King John which failed to make 
a single reference to the Magna Carta. In 
historical terms, this can only be com¬ 
pared to making a film on Gandhiji 
without a single reference to the indepen¬ 
dence movement. One can imagine the 
outrage in India if Attenborough dared 
do this. Shakespeare could not even 
spell or pronounce the Danish city in 
which Hamlet is set—he called it Elsinore 
instead of Hclsingor. There is not the 
slightest historical evidence to prove that 
any Prince of Denmark debated the 
question whether to be or not to be. 


Attenborough may not be Shakespeare, 
but tbe salient point is that neither of 
them has (or need have) any pretensions 1 
to being a historian. It is ironic that 
many of our film notables who supported 
the cause of “Ghasiram Kotwa!” (another 
historically inaccurate masterpiece) 
should have become so concerned about 
the possibility that there will be inaccura¬ 
cies in the Attenborough film. 

Come of these gentlemen are livid that 
^ the Government is willing to invest so 
much money in a white man’s production 
when it is unwilling to dole out much 
smaller sums for Indian film makers. I 
can only say that this appears to be a 
rare and welcome example of the Govern¬ 
ment putting commercial considerations 
first in financing a commercial venture. It 
is quite clear to me (and hopefully to the 
Government) that our film-makers are 
incapable of producing a commercially 
viable film on the scale proposed by 
Attenborough. In ad age when even 
Hollywood has to struggle to make both 
ends meet, the sort of unrelieved hero- 
worship which our film-makers think 
appropriate would be a disaster at the 
international box office. A valid criticism 
of the Government could be that it is 
financing the film under the erroneous 
impression that Attenborough is going to 
produce a documentary larded with un¬ 
stinted praise. If so, it is in for a nasty 
surprise. 

I regard Gandhiji as the greatest Indian 
that ever lived. And, after seeing “Oh 
what a lovely war” 1 regard Atten¬ 
borough as one of the greatest film direc¬ 
tors alive. The combination could be 
superb. But I suspect it will not be so. 
Already such pressures have built up on 
Attenborough that he must be tempted to 
sacrifice dramatic impact for political 
safety. And if he resists the temptation 
the chances are that his Jilm will be rip¬ 
ped apart by our censors, 

Swaminathan S. Aiyar 
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Double Taxation of Company Profits 


The fiscal policies of a Government have 
a close relation with the industrialisation 
of a country. This is particularly true in 
the case of a developing country. The 
fiscal histories of developed countries like 
the UK and France provide examples 
to show that a carefully structured direct 
tax policy positively contributes to a 
spurt in industrial investment and conse¬ 
quently industrial development. In India 
also this was recognised by the Govern¬ 
ment when the concept of development 
rebate was introduced. This was a good 
incentive to corporate bodies to under¬ 
take capital investments, which cumula¬ 
tively led to appreciable increase in in¬ 
dustrial output, l ax incentives thus play 
an important role in promoting capital 
formation. 

Inequitable Levy 

In one important aspect, however, the 
income-tax structure actually works as a 
disincentive for capital formation besides 
being inequitable. This for convenience's 
sake may be referred to as double taxa¬ 
tion of corporate profits. A company’s 
profits arc, in the first instance, taxed in 
the hands of the company, the present 
effective rate being 60 per cent. When 
the profits are distributed as dividend, they 
are once again taxed in the hands of the 
shareholders. This may result in a situa¬ 
tion where for every one rupee earned 
by a company, income tax amounts to as 
much as 80 paisc at the highest level of 
tax. It is interesting to note that prior 
to 1959 a shareholder in receipt of the 
dividend from a company was entitled to 
take credit for the tax paid by the com¬ 
pany. At that time the rate of tax was 
51.5 per cent consisting of Income Tax of 
30 per cent, Surcharge of 5 per cent and 
Super Tax of 20 per cent. The share¬ 
holders particularly those in the lower 
and middle income groups benefited by 
the provision of credit for the tax paid 
since they could gross up the dividend 
and claim refund of tax paid. 

The author is Secretary, Kuna' Engineering 
Co. Ltd, Madras. 


B. S. Doraiswamy 

However, the Government abolished 
this scheme on the ground of adminis¬ 
trative difficulties. The Government also 
stated that a corporation and its share¬ 
holders were two different entities and 
therefore the tax paid by one cannot 
be allowed as a set-off to the other. 

However, in order not to cause hard¬ 
ship, the Government at the same time 
reduced the rate of tax to 45 per cent. 
Whilst the rate has successively been in¬ 
creased so as to take it beyond the pre- 
1959 level, deduction of tax from dividend 
in the hands of the shareholder has been 
retained. Thus has come to stay the 
double taxation of a company’s profits. 

Govt. Recognition 

A minute’s reflection will show that the 
Government itself has recognised the 
factum of double taxation when it said 
that the shareholders and the company 
were two different entities. It is a fact 
that the shareholders and the company 
are different entities in the eye of law. 
Dividend is a compensation to the share¬ 
holder paid by the company for the use 
of the capital invested by him. To the 
company it is a cost of capital. It there¬ 
fore follows that the dividend paid to the 
shareholder must be a proper charge on 
the profits. Since the Government does 
not allow dividend as a charge on the 
profits the result is the double taxation 
on the profits of the company—once in 
the hands of the company and again in 
the hands of the shareholder. 

The non-eligibility of the dividend as 
a charge increases the cost of servicing 
equity capital. Whilst interest paid on 
borrowed capital is allowed as a charge 
on the profits, the dividend paid to a 
shareholder does not enjoy this treatment. 
Fven if the lender of the money is a 
shareholder the interest paid to him is 
allowed as a charge, whereas the amount 
paid to him as dividend is not allowed. 
As a result companies tend to rely on 
borrowed capital than on equity capital 
for financing their projects. They are 
prompted to avoid raising finance in the 


form of capital to the maximum extent, 
resorting as far as possible to borrowings. 
This results in a number of undesirable 
consequences. 

It is interesting to note that the cost of 
servicing borrowed capital, vis-a-vis share 
capital is nearly three times as can be 
seen from the following figures: 


(1) Amount borrowed Rs iQO.OO 

Interest to be paid Rs 12.00 
Pre-tax profit requir¬ 
ed to pay the interest Rs 12.00 

(2) Amount of equity 

capital Rs 100.00 

Dividend to be paid Rs 12.00 
Pre-tax profit re¬ 
quired to pay the 
dividend Rs 31.00 

Pre-tax Profit Rs 31.00 
Less: Tax 60% Rs 18.60 

Rs 12.40 

Less: Statutory 
transfer to 
reserve Re 0.30 

Rs 12.10 


It will be seen that if a company 
borrows Rs 100, it has to earn a profit 
of Rs 12 to pay the interest, whereas if 
the company raises the money in the form 
of share capital it has to earn a profit of 
Rs 31 before tax to ensure the same 
rate of return. 

A number of benefits will flow from 
allowing dividend as a charge on profits. 
It wiil promote a larger volume of share 
issues, which will act as a powerful medium 
foi encouraging savings. It will reduce 
dependence on financial institutions for 
borrowings, and improve the debt equity 
ratios. It will prevent unduly high levels 
of capital gearing and thus avoid indus¬ 
trial sickness. It will also promote capi¬ 
tal formation since companies will have 
more funds at their disposal to plough 
back on expansions and diversifications.^ 
Finally it will eliminate the inequity of 
double taxation of the same income. 
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SAIL: Advertising Failure 

T.C.A. Srinivasa-Raghavan 


Advertising success is commonplace. 
Advertising failure (even by proxy) is not. 
But SAIL has shown the way. It has been 
taking out an advertisement with the 
caption ‘Caught in a pincer\ The copy 
reiterates what SAIL has been saying for 
a few months now. The message is: We 
admit we botched, but it was not our 
^fault. SAIL, says SAIL, has been a victim 
of other people’s caprices. It did not 
receive enough power; coking coal supply 
was far short of requirements (and what 
came was simply too horrible to use); its 
cost escalations went uncompensated; its 
burden of imports went up; and so on. 
As a result, if profits declined to Rs 8.35 
crores and the production of saleable 
steel also dipped sharply, whose fault was 
it? Not SAIL’s, no sir. 

Meanwhile, 700,000 tonnes of ingots 
* have piled up. The Soviet Union is being 
sounded on the possibility of importing 
half of this. Efforts are also being made 
to reduce the stocks of ingots by using 
the re-rolling mills. This, however, may 
not make a very big dent on the stocks 
because the rolling mills arc quite full 
with the output of mini-steel plants. 

Perennial Problem 

The gross turnover of SAIL during 
1979-80 was Rs 1,874 crores and net pro¬ 
fit 4.8 per cent of gross sales. Rourkela 
and Bhilai, where power shortages were 
less severe, earned profits of Rs 47.65 and 
Rs 39.53 crores respectively. Bokaro and 
Durgapur were hit hard and their losses 
amounted to Rs 34.15 crores and Rs 20.01 
crores, respectively. 

A major inhibiting factor, it would 
seem, has been the inadequate supply of 
coking coal. Imports to the tune of 15 
lakh tonnes have been allowed and some 
of it has already started arriving. But in 
the absence of better port facilities and 
'efficient transportation management, the 
situation may not improve immediately. 


The Government, it is said, is looking into 
these problems. 

SAIL is also hopeful that power supply 
will improve. The situation, however, 
does not warrant optimism. The avail¬ 
ability of power is being increased by 
changing the priority of allocation from 
DVC. But how long can this be sustain¬ 
ed? Sooner or later power will have to 
be supplied to those sectors that have 
gone down in priority now. (For exam¬ 
ple, it will have to be supplied to the 
farm sector during the Rabi season.) 
There is no substitute for incicasing gene¬ 
ration and, at one time, DVC had attained 
a level of 1000 MW. Currently, it is in the 
region of 500 MW. SAIL is also augment¬ 
ing its captive generation capacity at 
Durgapur and Bokaro by 120 MW and 
180 MW respectively. But this will take 
several years and it is futile to think that 
the position will improve quickly. 

Pricing Formula 

SAIL also feels that there is a need to 
revise the pricing formula of steel. It is 
calling for a formula which will adequa¬ 
tely compensate cost escalations. Simul¬ 
taneously, it also wants some rationalisa¬ 
tion of prices of materials produced ex¬ 
clusively for Government departments 
like the railways. The justification for 
this is obscure. If SAIL made a profit of 
Rs 8.35 crofes while operating at 60 per 
cent of capacity, where is the need to 
raise prices unless it expects to continue 
to work at that level? 

On the expansion programmes of Bhilai 
and Bokaro, SAIL seeks to explain the 
slow progress by blaming the suppliers of 
equipment as also the civil and structural 
contractors. The chief culprit here is 
probably the HEC which has a glorious 
reputation for defaulting. A MECON 
study showed that HEC deliveries are 
usually three years late and sometimes 
even six. To avoid this sort of thing, Mr 


K.C. Khanna, the new Chairman, has 
suggested that imports should be made. 
Here he cites his experience at Kudre- 
mukh where this approach helped to save 
Rs 70 crores. This is a good suggestion in 
principle but Mr Khanna has overlooked 
two important factors. First, it is ex¬ 
tremely doubtful if local socio-political 
considerations will allow it to be imple¬ 
mented. Second, both Bokaro and 
Bhilai arc dependent on the Soviets who 
arc not amongst the promptest of sup¬ 
pliers. Their lassitude becomes even 
more apparent in the face of an order for 
which payment will be in foreign ex¬ 
change. They have a reputation for 
diverting production to meet those orders 
before turning to Indian requirements. 
Thus, here too, SAIL’s optimism could 
be misplaced. 

All in all, according to SAIL, saleable 
steel production is not likely to exceed 
4.5 million tonnes and there will be a 
severe shortfall. Indjp will have to im¬ 
port several hundred million dollars 
worth of steel, which in the light of the 
foreign exchange position, does not augur 
well. The one silver-lining in this cloud 
is, perhaps, that international steel prices 
have fallen below domestic prices. 

Meanwhile, the show goes on. 


Attention Subscribers 

Subscribers are requested 
to notify the non-receipt of a 
particular issue within a month of 
the date of publication failing 
which it may not be possible to 
provide replacement copy. 

Chief Executive 
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Political Analysis 

An Angry Look at Three Sterile Decades 


Wr are in a mess, A mess that defies 
description. The Democratic facade 
seems to he coming off, amidst the 
ever accelerating regression... mani¬ 
fested in the increasing incidence of 
*sati\ hitherto unknown branding of 
children into slavery, and an unparal¬ 
leled escalation of communal frenzy. 
Compared to the social and moral 
degradation politico-economic corrup¬ 
tion in the society is a minor vice. 

It is time to recall oar immediate 
past. 

Mid June 1947, Block 13 Double 
storey Government Colony, Devnagar, 
Delhi-5. It was a burning afternoon. 
In those good old days life used to 
shift indoors from noon to afternoon 
during summer. Sudden cries of 
“marro! marro! Bachao! Bachao!” 
shook the entire neighbourhood. 
Hordes of women and children (men 
were, of course, out working), came 
out to their balconies or verandahs to 
see what was happening. A Mussal- 
man tongawallah of the neighbour¬ 
hood, known to almost all who witnes¬ 
sed the scene, was being burnt alive 
sitting on the tonga. 1 was six. I do 
not remember how the witnesses 
reacted, my memory is that everybody 
just watched till it was all embers. 

The next important impression is of 
the independence day. A tri-colour 
was dyed and stichcd at home the 
previous day. Relatives and friends from 
neighbouring towns., .hordes of them 
arrived to witness the dawn of a new 
epoch in the country’s history. Very 
early in the morning all roads led to 
the Red Fort. It is a very vivid 
memory of a sea of humanity. Jt was 
somewhat freighteningto be a part of 
all that confusion, to have a glimpse of 


Arun Kumar 

Jawaharlal nay, Punditji, the one and 
the only Punditji hoisting the flag. 
There was some stampede, many got 
a glimpse of Punditji, but many more 
did not. 

The neighbourhood Municipal 
school 1 had attended as a second 
standard boy, had remained closed 
for several days. On the day it re¬ 
opened, the “Faiz cap’ 9 master was 
not seen. None cared to explain or 
enquire about his absence. Most of 
us, between five and ten, were too 
engrossed in our shares of tri-colour 
sweets—half a packet each. 

In the early 1950s Gandhi-Nchru 
euphoria was part of the school curri¬ 
culum. It was not out of childlike 
naturalness alone that one developed 
faith in the nation’s future. 

As far as 1 can recall the nation was 
infomed of three problems - One, com¬ 
munal violence; two, official corrup¬ 
tion in administration, and three, 
economic backwardness. All the three 
maladies were described by the 
national leadership as a colonial legacy. 
And it was simply, rather naively, 
resolved that all the three maladies 
would be ‘eradicated’ before long. 

It was thus at schobl itself that 
many of us had believed that with the 
coming up of our generation, the first 
to be schooled in independent India, 
the much talked about vices of cor¬ 
ruption, communalism and backward¬ 
ness would disappear. 

Those were the days when a patwari, 
a kanungo, a tehsildar or a police 
daroga were held in awe, though not 
respected like a school teacher. The 
scales of value charged by the time 
we were adolescent. A tehsildar, a 
construction overseer, an inspector in 


excise or sales tax started enjoying far 
greater respect than a school or college 
teacher (ji masterji was gradually 
dropped). 

In retrospect, Pt Jawahar Lai Nehru 
emerges as the tallest Indian after 
Gandhi. Unfortunately the first deve¬ 
lopment plan led to a further contor¬ 
tion of the malignant feudal-colonial 
social status leader. 1 The primary and 
middle school teacher who should have 
been accorded a place of new pride 
and privilege under the ‘Plan’, came to 
be considered lower than the court 
peshkar and the collectorate’s peon. 
Its damaging consequences were re¬ 
flected in the respectability the new 
institution of arranged marriages 
through newspaper advertisements 
came to acquire. No wonder scientists, 
technicians, doctors, college teachers 
came to occupy a social starus lower 
than bureaucrats, politicians, traders, 
and business executrix in the post- 
indepcndcnce India. The feudal and 
subsequent colonial socio - economic 
injustices were not only perpetuated 
but accentuated too, and with a malice. 

The second Plan was launched with 
greater fanfare than the first. (Pundit¬ 
ji had called upon the nation, generally, 
and the political opposition, particu¬ 
larly to ‘share excitement and sacrifice’ 
to build a glorious tomorrow). 2 

‘New Pilgrimages’ as Punditji des¬ 
cribed the major plan projects were to 
herald a new culture. Yes! It happen¬ 
ed. Sadly, in a different manner. 

With plenty of cuts, commission and 
corruption, and the easy availability 
of cement and bricks in the project 
areas, there was an unprecedented 
spurt in temple construction activity. 
The economic growth rate could not 
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cross the 2.S per cent barrfci, but 
isles of profanity multiplied manifold. 
The middle classes, both rural and 
urban, were too confused and con¬ 
founded with the new-found prosperity. 
An abominable ‘piety’ gripped the 
traditional imagination before it could 
cultivate a taste for electric kettles, 
coffee percolators and food cooked on 
hot plates. A new although vulgar 
‘culture’ accompanied the sudden 
prosperity. Katha (story telling about 
gods), Lila (devotional theatre) and 
Hari-nam sankirtan were soon re¬ 
placed by loud (microphoned ‘bhajan 
mandhY performing atrociously noisy 
‘Ratri Jagrans'.* This vulgarisation of 
the Hindu mind and its aesthetic sensi¬ 
bility gave birth to a new class of 
people which was brazenly corrupt 
and callous. The Muslim icsponse to 
the new cultural syndrome was equally 
strong. Mosques weie soon equipped 
with microphones for the uzan. The 
two communities helped each other to 
strengthen communal ism and fanaticism. 

My childhood recollection of the 
tcmple-gocis of the forties and early 
fifties arc associated with a sense of 
piety. Few were impetuous enough to 
tempt gods with the offer of bribe, in 
those days. But of the late the ser¬ 
pentine queues outside temples remind 
me of the uncouthness, too apparent, 
on our equally crowded city tranport 
bus stops where stepping on another 
person's toes and elbowing fellow 
passengers are the norm. The temple 
queues, to me, are also an index of the 
fear-stricken Hindu mind troubled by 
a sense of guilt. 4 After 30 years of 
planned economy and ‘working demo¬ 
cracy’ an average middle class Hindu 
experiences greater insecurity, compared 
to feudal and colonial times. For the 
lower rungs of society, life has remain¬ 
ed a synonym for abysmal poverty and 
dark myth. The average middle class 
Indian (of almost all religious faiths) 
is no longer sure of peace in the other 
world or a better life in the next birth 
. ..which have stuck to his mind like 
a leech, irrespective of science and 
modernity and his better understand¬ 
ing of energy and matter. 8 The future 


in the other world Is all black with 
black money or at best Undeserved 
prosperity (the quantum of which is 
not relevant). 

Obscene profanity and sin have 
gradually replaced the piety of three 
decades ago, 8 while the Hindu society 
is unable to comprehend the revolu¬ 
tionary change in the meaning of 
universality of man. Though the 
squalor of Hindu mind is historical, 
it was a curable disease at the dawn 
of independence. A postmortem of 
this misfortune needs a thorough dis¬ 
section : 

There is no denying that the archi¬ 
tects of the country's freedom were 
authentic folk heroes. Most of them 
were reputed to be men of vision and 
compassion. Like true folk heroes 
they came to power not by intrigue, 
but by the mutual consent of the 
masses and themselves. 7 It was only 
natural for them to believe that they 
were capable of channelling the 
energy of masses from successfully 
achieving the country’s freedom to the 
task of all round development of 
Indian society. Alas! the history of 
last three decades does not bear out 
this fond hope. 

The two generations, one which 
worked for the country’s freedom under 
Gandhi's leadership and did not even 
bat an eyelid in betraying its own 
ambitions, and the other which came 
of age on the dawn of independence, 
became too busy with reaping the 
harvest. 8 They could not have but 
failed the nation. They were all 
children of that famous lullaby “ Kutch 
baht hai ki hasti mitati nahin hamari, 
Sadi yon raha hai dushman daure jahan 
hamara, Saare jahan se acchha Hindu¬ 
stan hamara".* Once the reading and 
writing of history goes wrong in a 
society, grave consequences follow. 

As a consequence our entire moder¬ 
nisation effort was put in the reverse 
gear. The colonial masters distorted 
our history to the ‘colonial exploita¬ 
tion' 10 . And we continue with it to 
nurture an elite.... colonial as well as 
neo-colonial. 11 Maybe much to the 


chagrin of the ‘Nation Builders', most X 
of the nation's effort to modernise has J 
been manipulated by that microscopic 
minority which needed it the least. 

No 1 It smacks of a conspiracy. The 
manner in which the entire national 
effort wa» aimed and directed at moder¬ 
nising the consumption of our elite 
with crumbs to the middle classes is 
evidence of the fraud we have perpe¬ 
tuated. I am stating this as the obser¬ 
vations of an angry child of the (ifties 
and an aware political worker of the 
sixties and seventies, without the least 
attempt to cite or borrow any statisti¬ 
cal juglery from Mahalanobis or any 
other well meaning economist of the 
last three decades. All through this 
peried nothing happened by accident. 
The architects of ‘‘the new consensus" 
throughout the three decades conscio¬ 
usly shaped and designed the ‘‘develop¬ 
ment model” to be precisely what it 
is. 1 * To provide sustenance to the cons¬ 
piracy, a minor cultural revolution was 
ushered in, of course very innocuously, 
by way of proliferating convent and 
public school education, limiting it to 
the limited section qf the emerging 
prosperous middle class. No body 
even remembers why the Gandhian pro¬ 
gramme of basic education was aban¬ 
doned almost quietly and unceremo¬ 
niously much before the experiment 
could have failed or succeeded. 

To put it simply, the post-indepen¬ 
dence nation-builders adopted a croo¬ 
kedly modified feudal 1 * and subsequent 
colonial model 14 of consumption and 
therefore of production also, of course 
with the finesse and cunning of the 
Asian mind. Deplorably the ‘Swadeshi 
model’ was abandoned without a de¬ 
bate. Otherwise how can the planners 
of 50s and 60s explain the vulgar mo¬ 
dernisation of consumption of our elite 
k and middle classes without any obvious 
and corresponding modernisation of 
the basic productive tools and failure 
to evolve on indigenous model of 
technology to usher in an industrial 
[civilisation? Paradoxically, the masses 
shared “excitement and sacrifice," and 
the elite monopolised prosperity. 

This briefly concludes the story our 
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national remedy to cate the triple 
syndrome of communalism, corruption 
and backwardness. 

Despite the continuation of the fua* 
dal-colonial social structure, and recent 
lapses, the broad democratic frame¬ 
work in India has survived out of the 
toil and sacrifice of a single individual, 
the Mahatma, just as Christianity 
thrived all these centuries out of the 
sacrifice, suffering and martyrdom of 
Jesus himself. 

‘A brief interlude into history is 
necessary to trace emergence of Gan- 
dhian vitality. 

Ever since social vitality generated 
by Buddha exhausted and “generated 
into tantric Buddhism,... Followed by 
revival of old Brahminical cult with 
its caste system and other superstitious 
practices,.. /’ causing a decline of the 
spirit of scientific inquiry into the bar¬ 
ren field of “alchemy and occult prac¬ 
tices_ 15 little of positivistic sociolo¬ 

gical consequence happened to us. The 
downward journey had begun with 
the successful revival of the treache¬ 
rously unjust and dreadfully dead philo¬ 
sophy of Brahminical hierarchy. 

In the medieval period Kabir and 
Nanak who represented a synthesis 
brought out by (i) Islamic subjugation; 
(ii) Persian technology of Charkha and 
irrigation wheel: and (iii) Sufi cult, 
attempted to introduce a new idiom in 
our sociology. 18 Both Kabir’s and 
Nanak’s expression of ‘dignity of 
labour*, ‘social equality’ and ‘religious 
rationality’ helped us acquire a har¬ 
mony with the then imperial masters, 
who were in any case half-foreign until 
then, helped us imbibe a new techno¬ 
logy, 17 and evolve new cultural values. 18 

The Bhakti movement also laid the 
foundation for the emergence of a 
future vitality in the form of ‘Sikhism’ 18 
Sikhism, of course could not spread far 
and wide because of a predominant 
element of negativism. This vitality 
survives until today, it is no accident 
or a mere chance that Punjab has deve¬ 
loped an indigenous model of techno¬ 
logy and social growth. 

The foundation of a very adaptive 


dynamism were laid by Raja Ram 
Mohan Roy in the early 19th century 
after the advent of the British. It was 
this synthesis of Euro-Asian mind that 
blossomed into Gandhi (through, 
Vivekanand, Naoroji, Ranade, Tilak 
and scores of others) who finally stir¬ 
red the mass of an inert society to free 
itself from both cultural and political 
imperialism of the colonial masters, as 
well as from the shackles of its own 
history. 

Gandhi is the most authentic repre¬ 
sentative of Euro-Asian mind. He is 
perhaps the only Asian to become 
aware of the ‘Asian Brute 4 and blend 
this awareness with an anti-imperialist 
conscionsness. The validity of the 
modernity of his mind and method was 
best demonstrated by his utilisation of 
the spinning wheel as a weapon against 
the British imperialism and emerging 
colonial capitalist property relations, 
and his genuine commitment to adopt 
western (British) technology to improve 
its (Charkha) mechanics for higher and 
superior productivity. 

It must be put on record that never 
before Gandhi an honest debate was 
started on inequality in the context of 
Hindu ethos. Gandhi is the first prac¬ 
tising revolutionary India ever knew. 
Whatever he preached, he practised. 
He did scavenging himself. 2 * Only glib 
talkers of structural and fundamental 
change and ‘starchedkhadi’ wearers 
can decry this massive attempt at de¬ 
classifying ones own self and aggressive 
struggle against the most unjust inequa¬ 
lity known to human history. 

If India has a place in the civilised 
society, and not condemned with the 
lot of the racial societies, it is mainly 
because Gandhi not only raised the 
issues that have plagued our social his¬ 
tory, but also attempted a reasonably 
pragmatic model to remedy the disease. 
The saddest part of our contemporary 
history is that none of his colleagues 
could demonstrate the unity of profes¬ 
sion and action, as exemplified by the 
master. 

Once he was gone from the scene, 
the left over ‘folk heroes’ from Nehru 


to Lohia* found the going very easy. 
These ‘architects’ of ‘nation building’ 
started managing the show by mouth¬ 
ing words. They soon discovered that 
life could be far more easier as ‘sec¬ 
tional heroes’ rather than performing 
the role of ‘folk heroes’ The physical 
act of spinning was soon substituted by 
slogans of ‘flower-pot agriculture’; 
‘Revolution of the spade 4 . 21 The most 
genuine, however, adopted walking. 
All this certainly did not happen due 
to a lack of understanding. It was all 
deliberate. Most of these ‘folk heroes’ 
lacked both Gandhi’s courage and com¬ 
passion. 22 None of his colleagues had 
the capacity to confront the traditio¬ 
nally sad and cruel Hindu mind. 

As a consequence the national prio¬ 
rities changed and the thesis : “That 
the generation of new demands pro¬ 
ceeds somewhat ahead of the supplies 
is part of the strategy of develop¬ 
ment 4 *, was evolved. This was the 
major turning point in postindepen* 
dence India. The cart of growth and 
progress was set on the oblique path, 
and there was no turning back to the 
steep ascent. Eventually domestic use 
of refrigerators became fashionable 
before the society could organise faci¬ 
lity for the safe preservation of medi¬ 
cine in its hospitals and dispensaries. 
It is a woeful tale of ‘vulgar consump¬ 
tion’ from bone-china crockery to 
colour television and its casset library. 
The list of social and cultural luxuries 
besides domestic comfort gadgets is 
inexhaustible. The demoralising effect 
of the ‘elite consumerism 4 on lower 
rungs of the hierarchy has not yet been 
inquired into by our sociologists. 
However, socio-religious sanction for 
dowry; its cataloguing and classifica¬ 
tion by all sections of the society is a 
significant index of the society’s ex¬ 
haustion. The story of social regres¬ 
sion is the story of deviation from the 
path of ‘Swadesh model* and consti¬ 
tutes the causality of ‘folk heroes to 
sectional heroes’ to ‘lumpen heroes*. 

It is in this sociological context 
that the vitality generated by the 
Mahatma is ebbing. Whether the 
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residual Gandhian vitality, as reflected 
in a large number of micro-level volun¬ 
tary efforts, will withstand the on¬ 
slaught of traditionally stoic and cruel 
Hindu mind, is difficult to predict. 

The consequential emergence of 
the ‘Sanjay Gandhi" phenomenon is a 
dangerous pointer. (Such downward 
plunges in our social history must 
be thoroughly analysed.) In the pre¬ 
sent context it must be specifically 
appreciated that sucft an occurrence is 
not confined to one or two families in 
our political community. It is at 
once phenomenal and all pervasive. 
How does it happen that not only the 
new-born rank and file, but an entire 
leadership raised during the freedom 
struggle succumbs to the growth of 
lumpen characteristics ? If I were to 
admit that this was the consequence 
of the inadequacy of Gandhian philo¬ 
sophy, it will have to be answered as 
to what happened to the hundreds of 
men and women who opted for the 
radical philosophies of Marx, Lenin 
and Mao all through the 1940s. 50s, 
and 60s ? Even they like everyone 
else watched, and continue to do so, 
with amusement the emergence and 
reincarnation of lumpen heroes. This 
is the result of a nation deliberately 
ignoring to make an honest, though 
painful, inquiry into its own poverty 
of both mind and matter. This happens 
when a society pines for the lost prise- 
tine glory. 

For the last two decades, an entire 
nation has been talking about the 
“Crisis of India 9 ’ and the arrival of 
“The Most Dangerous Decade." Most 
of our political scientists and 'black- 
lead" pundits have remained possessed 
with these two phrases, without deviat¬ 
ing a millimetre from the path of 
original rhetoric. And much to their 
relief, wc have been happily living 
from one crisis to another ever since 
the skirmish with China in 1962. 
Lately this discussion about 'crisis’ has 
been perfected into a national 
hobby and imbued with a philoso¬ 
phical flavour. Efforts are now on to 
tinge it with ‘mysticism* and make it 


as Hindu as possible*! After the last 
mid-term poll since Mrs Gandhi 
started emerging as the non-perform¬ 
ing leader of a non-functioning govern¬ 
ment, ‘talking crisis* has become the 
‘in-thing* both among the intellectuals 
and not sointellectuals. The 'crisis of 
leadership’ theory is at least two de¬ 
cades old; the fear about the col¬ 
lapse of the system is an ancient 
ruse.. .an effective armour against 
the common folk and a device to per¬ 
petuate elitism. Whatever the form 
of Government there is little threat to 
the Hindu mind and no danger to the 
vertical pyramidial structure of the 
society. 

Nonetheless the strip-tease of our 
ugliness, caused by the imposition of 
imported technology on a wreched 
social ethos and a populist approach 
to administration has shaken a section 
of our elite. Though this fear is con- 
lined to those few who have acquired 
an ‘intellectual concern for poverty 
and injustice’ ... essentially an off¬ 
shoot of Hindu guilt and not a by¬ 
product of a rational awareness of 
the society...an awareness which 
Gandhi demonstrated and utilised to 
generate a new consciousness. Other¬ 
wise how does one explain the recur¬ 
ring incidence of'sati, gruesome kill¬ 
ing of the downtrodden, branding of 
children into slavery and mutually 
fanned communal hatred, causing 
little shock to the elite while the de¬ 
bate about the political crisis is carried 
on ad nauseam. 

Come what may a direct confronta- 
tation with the totality of our ugliness 
is now inevitable. It cannot be post¬ 
poned any longer. There is no easy 
answer to the ‘lumpen hero’ pheno¬ 
menon. 

In contemporary history we have 
deliberately nurtured this ugliness in 
spite of the existence of the Gandhian 
consciousness; semi-consciously gene¬ 
rated a sensibility against ugliness... 
merely to experience the pleasure of 
self-titillation. This has, however, 
narrowed our options. Either we carry 
ourselves to the new destiny following 


the course of our own logic or sue-: j 
cumb to the awaiting destiny which ;; 
history will shape in its own ironical j f-j 
way. ;;; 

In the last one and a half decades Jly 
history twice offered us the oppor- 3! 
tunityto seriously attempt an alter- ^ » 
nate model of social growth in which 
the masses could have shared prospe- ^ 
rity along with sacrifice and excite- Ifj 
ment. Both opportunitics-1967 and 
1977—were lost. The failure was due 
to many complexities—historical and 
recent—as illustrated above. But it 
seems to me, that in conecrete terms 
the unpreparedness of our political 
elite was decisive. 

The basic prerequisite for the ac¬ 
ceptance and growth of an alternate 
model is the simultaneous emergence 
of a fairly comprehensive alternate 
elite group whose aspirations converge 
with the people's aspirations of equa¬ 
lity and social justice. 

The failure of the post-independence 
elite mainly emanated from its cultural 
tradition of the “vertical pyramidial 
hierarchy". The 1947 leadership, 
though professed Gandhian, failed to 
emulate his style of Inoving towards 
the horizontal from the vcritical. They 
could not realise that the crisis of 
India was between the forces of hori- 
zontalism released during, and as a 
consequence of, the struggle against 
colonialism, the endeavour to moder¬ 
nise, and the traditinal forces strug¬ 
gling to retain the vertical hierarchy. 

Most failures—crises of leadership, 
crises of ideas, crises of conscience, 
crises of communication are caused 
by the singular duality of our mind. 

Our sincere desire continues to be the 
retention of the vertical hierarchy be¬ 
hind the horizontal facade. 

This cultural inadequacy is reflected 
in our distinctive trait of indjvidua- 
alism, which in turn atomises the 
society into single individuals—of a 
futher divisive quality. Jt is not a 
fhntasy alone that we have worship¬ 
ped 330 million gods—it js our psychic 
reality. 

A modern society which wishes to 
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profess equality will have to overcome 
this cultural peculiarity ?of individua¬ 
lism and forge ahead on the basis of 
mutuality of equality. 

Any alternative set-up willing to 
accept the challenge of meeting the 
present crisis will have to imbue the 
absolutist value of equality and frater¬ 
nity with the whole and not with a part 
of the whole as has happened so far. 

All models—the Congress, the Soci¬ 
alist, the Janata—have failed because 
their respective elites, both common 
and uncommon, could not overcome 
their very strong and profound sense 
of ‘individualism*. Most of us pine to 
be at the apex of a pyramid, however, 
lowly it may be placed in the entirety. 
It is the strangest aspect of our socio¬ 
logy that a much lower peak is pre¬ 
ferable to a higher horizontal plane. 

Just by dividing the society into a 
larger number of pyramids, the pyra- 
midial nature of the society cannot be 
altered. In fact, by creating pyramids 
within the pyramidial whole the 
verticality of the angle at the apex is 
accentuated and reinforced. 

To conclude my perceptual hypoth¬ 
esis of social change in Indial 1 wish to 
emphasise the need for a cultural re* 
volution to make structuralism mean¬ 
ingful for the society, in the absence 
of such a cultural revolution the base 
shall always remain a drag on the 
super-structure. 

A cultural revolution alone can in¬ 
definitely postpone the confrontation 
with our ugliness. Any postponement 
of the cultural revolution will only has¬ 
ten the process of confrontation with 
our ugliness. 
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npHERE is life in the old dog yet. 1 am 
referring to Mr J. B. Kripalani’a 
article in The Hindustan Times of October 
15, in which an argument is made out 
^that the dynastic succession “is in perfect 
accord with the genius of India”. The 
nonagenarian Acharya may have shed his 
teeth physically, but his sarcasm is as 
biting as ever. There is, however, the 
risk that the simple-minded may not be 
aware of the leg-pulling. The Achnrya 
pleads with mock seriousness that the 
wondrous gift this unique land of ours 
has for riding two horses, the Old and 
the New, at the same time, should enable 
it to reconcile its old tradition of ruling 
dynasties with its quite recent flirting 
p with the manners, if not the morals, of 
Western democracy. 

He quotes from our history and legend 
to show that our political faith in dynastic 
succession is fundamental and deep-root¬ 
ed, and since 'Bharat that is India' has 
always shown an enviable talent to let the 
Old and the New jostle each other in 
religion, customs, habits and generally in 
social life, it should not be beyond its 
resources to practise both dynastic rule 
and democracy. If this combination may 
seem incongruous to “some independent 
9 intellectuals’ 5 in our country, so much 
the worse for them, says the Acharya 
playfully. 

Mr Kripalani’s article was published 
four days after Mrs Indira Gandhi had 
disclosed in Bombay that Mr Rajiv Gandhi 
would not be entering politics, but it 
was written apparently some time earlier 
when Mr Rajiv Gandhi’s decision was still 
to be made public. Rather interestingly 
*'*■“ on the very day Mrs Gandhi was trying 
to administer the quietus to hopes or 
fears, as the case might be, about the 
‘politicization’ of Mr Rajiv Gandhi, the 
^ latter was telling a group of people in 
New Delhi, who had urged him to join 


active politics, that he was still consider¬ 
ing the question and that he would take 
a decision at an appropriate time. There 
is clearly a gap in communication here 
between mother and son. Mrs Gandhi 
perhaps should have left it to her son to 
make a formal statement as and when he 
would. He had after all been speaking 
to journalists earlier about the specula¬ 
tion regarding his future. Moreover, has 
not Mrs Gandhi been asserting all along 
that she is not planning a political career 
for Mr Rajiv Gandhi and that he alone 
has to decide what he should do V Any 
formal decision could therefore have been 
more appropriately announced by Mr 
Rajiv Gandhi himself. 

Meanwhile, it is good to know that 
both mother and son have developed a 
distaste for the surge of sycophancy which 
has exhibited itself in such activities as 
the collection of signatures petitioning 
Mr Rajiv Gandhi to save India by step¬ 
ping into his brother s shoes. Indeed, the 
way Mr Rajiv Gandhi put down some 
shabby courtiers at the Hyderabad air¬ 
port recently is about the best thing that 
has happened to the Prime Minister’s 
establishment, domestic or political, for a 
long, long time. 

alking of the ashes, the taking over 
of Maruti l td, by the Central Govern¬ 
ment strikes me as a religious ritual de¬ 
signed to help bring peace to Sanjay 
Gandhi’s soul. Otherwise, there is abso¬ 
lutely no reason why the company should 
not have been allowed to go into volun¬ 
tary liquidation which it was in the pro¬ 
cess of doing. Had not this strange act 
of nationalisation intervened, its assets 
could have been disposed of in a normal 
commercial way and the buyer presum¬ 
ably, would have put them to proper busi¬ 
ness use. Incase the Government really 
thought that the facilities of the com¬ 
pany were worth being physically redeem¬ 



ed by it as a matter of public policy, it 
could have secured them through compe¬ 
titive bidding at an open public auction. 

As it is, the suspicion is hard to avoid 
that an excessive amount of public 
money is being employed for the purpose 
of repaying the liabilities incurred by a 
private enterprise unit in the course of a 
series of activities, including some which 
have been challenged for their alleged 
lack of commercial probity. It is worth 
noting that, since the company had never 
produced anything much, there is no 
question of the Government stepping in 
for the purpose of maintaining essential 
production. Since the plant had been 
closed down quite some time ago, there is 
also no issue here of keeping an active 
or effective labour force in continuous 
employment. 

ne may even say that there is, about 
this business, a distinct odour of 
stale lish wrapped in raddi kagaz. The 
tendentious arguments or untenable ex¬ 
planations offered by the Government’s 
public relations machinery could only 
deepen our doubts about the bona fides 
of the transaction. It is asserted inso¬ 
lently that the manufacture of commercial 
vehicles in the country is outdated in 
technology and wedded to the production 
of vehicles which are inferior in fuel effi¬ 
ciency and that a Maruti brought back to 
life with the taxpayers’ money is needed, 
therefore, to inject new life into the 
antomobile industry. 

This contention is beneath contempt, 
seeing two leading manufacturers of 
commercial vehicles are currently in 
the process of implementing forward- 
looking expansion projects, while there is 
also much activity in other units in the 
automobile industrv in the direction of 
stepping up the output of diesel engines 
for motor vehicles. The Government has 
also been sanctioning schemes, long over¬ 
due for upgrading technology and equip¬ 
ment in a number of existing automobile 
plants. It is worth pointing out that 
the Planning Commission cannot conceiv¬ 
ably regard public investment in another 
automobile unit as an industrial priority 
for the Sixth Plan. In 
fact, it is doubtful that 
Yojana Bhavan has 
been consulted at all. 
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No Dearth of Industrial 

Relations Meets. 


The Seventh Annual Conference of In¬ 
dustrial Relations was held in Madras 
on October 10 and 11. The con¬ 
ference was jointly organised by the 
Employers* Federation of India, the All 
India Organisation of Employers and the 
Standing Committee of Public Enterprises. 
The seminar wbs inaugurated by Mr K.S. 
Raghupathi, Secretary, Union Ministry 
for Labour. The seminar was well timed 
to prepare the point of view of the em¬ 
ployers to be presented at the National 
Labour Conference convened after a lapse 
of a few years, to be held on October 23 
and 24, at New Delhi. 

The Labour Secretary in his inaugural 
address referred to the extensive consulta¬ 
tions the Union Labour Minister had 
with the representatives of workers and 
employers, followed by two confe¬ 
rences of State Labour Ministers which 
helped in identifying a number of areas 
in which legislative and other measures 
could be taken to promote haimonious 
industrial relations. Mr Raghupathi also 
referred to the need to maximise the re¬ 
turn from investments already made 
through a proper use of human and finan¬ 
cial resources and here employers and 
workers can play a significant role, 
he said. 

Giving the size of the employment pro¬ 
blem Mr Raghupathi said that 30 million 
jobs will have to be created each year in 
the developing countries just to absorb 
the newcomers added as a result of popu¬ 
lation increases. The largest number, 
almost a fourth of the newcomers, will be 
Indians. Mr Raghupathi said that the 
Sixth Plan aims to find them the jobs. 
Mentioning that the decade of Eighties will 
not be serene and tranquil, Mr Raghupathi 
said that energy, environment, electronics 
and employment will be our formid¬ 
able challenges. “The dwindling oil re¬ 


sources and the soaring oil prices have 
shaken the world. The environment, 
more particularly the international mone¬ 
tary and payment system and international 
trade has been disturbed. Imported in¬ 
flation takes its toll in a reckless manner, 
throwing domestic economies into dis¬ 
array. Unemployment is beginning to 
be felt in the industrialised north, stam¬ 
peding the developed countrihs into pro¬ 
tectionism which in turn is leading to 
payment and redundancy problems in the 
developing countries. To shield itself 
from the recoil or back-lash on protec¬ 
tionism, the north is depending on micro¬ 
electronics ... use of micro-electronics 
is spreading so rapidly and so deep into 
societies that it is not only changing life 
styles, but inhibiting in a pernicious way 
employment generation in the developing 
countries.** said Mr Raghupathi. 

As is the usual practice this logic un¬ 
fortunately has not been extended to the 


$• Viswanathan writes 
from Madras 


Indian experience. Modernisation and 
increased sophistication adopted by larger 
industrial undertakings has in an equally 
devastating manner contributed to serious 
curbs to the growth of employment. From 
1966 to 1979, there has been practically 
little growth in employment generated in 
organised private sector : the number of 
employed under the organised private 
sector as on March 1966 was 68.13 lakhs; 
it had grown in the next 13 years to just 
72.02 lakhs at the end of March 1979. 
This works out to less than an average of 
0.5 per cent per annum. An equally dis¬ 
turbing trend is witnessed even in the 
public sector. In this period which syn¬ 


chronises with the spectacular expansion^ 
of the public sector in the country, the 
number of people employed in this sector f 
increased from 93.79 lakhs to 149.84 ' 
lakhs. This rale of growth of about four | 
per cent per annum was higher than the 
one recorded by the private sector; but ii 
still organised industry in private and % 
public seetor together could not take ^ 
care of even a tenth of the number 
of people who come to the employment ;■ 
market afresh every year. Of course, 
this is in addition to the plight of those ; 
millions who already remain unemployed. J 
The factors referred to by Mr Raghupathi ; J 
are thus equally relevant in the Indian' y 
context also: a number of larger com- A 1 - 
panies have managed far more efficiently 
and profitably by making-do with a work ,j 
force that has not registered any worths ;( 
while increase. On corporate norms this v 
should naturally be exhilarating: the re¬ 
cord of a vast increase in the [output ; 
per employee has been recorded not only * 
by efficient multinationals like ITC or 
Hindustan Lever but also by scores of 
fully Indian-owned large companies. A / 
more disturbing development is that this ^ 
concept is spreading to public sector as f 
well. The old pride of public sector as the 
provider of vast employment opportunities # 
could be questioned today, with little or 
negative growth in employment in a num¬ 
ber of these units which have much * 
expanded volume of activity. V 

This is indeed a ticklish question: To r 
reconcile the conflict between the striving $ 
for high profitability per employee and ;; 
the more basic question of providing for 
more employment. At the root of this jj 
'dilemma is the very high concentration y 
of trade union activity on the prosperous V 
sections of organised industry. Bangalore , 
witnessed, in the course of the year, severe 
industrial relations problem causing wide- 
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spread disruptions to production. The 
more significant of these included a pro¬ 
longed disruption to production at M1CO, 
followed by ITC; more recently produc¬ 
tion was upset at Bharat Electronics; and 
Indian Telephone Industries recently dec¬ 
lared a lock-out. By any count the em¬ 
ployee-remuneration in the units referred 
to are among the much better levels pre¬ 
vailing in and around Bangalore. 

Disruptive Forces 

In -his welcome address, L)r S. K. 
Somaiya, President, All India Organisa¬ 
tion of Employers, referred to the dis¬ 
ruptive and violent forces that have been 
sweeping the labour-management rela¬ 
tions in the last few months. He referred 
to the rising curve of the mandays lost, 
resulting in huge production losses. 
“Mandaxs lost in 1979 provisionally were 
43 million; in 1978 the figure stood at 
27.8 million and in 1977 they were near 
about 22 million . * . the loss of produc¬ 
tion in 1979 has been varyingly estimated 
from Rs 400 crorcs to Rs 2,000 crores,” 
said Dr Somaiya. 

Dr Somaiya complained that ‘‘unscru¬ 
pulous elements in the trade union move¬ 
ment have taken advantage of the then 
prevailing uncertainties. 

The usual complaint about violence in 
trade union movement arising largely out 
of inter-union and intra-union rivalry, 
multiplicity of unions and the inadequacies 
of the present adjudication machinery, 
were voiced by him. “We should not 
hesitate to replace the present system by 
a new one/’ thundered Dr Somai>a. “If 
the outside leadership has hindered the 
growth of a responsible and responsive 
trade unionism, then wc should restrict 
then number with the aim of completely 
eliminating them . . .”. 

In his address, Mr Naval H. Tata, Presi¬ 
dent of the Employers’ Federation of India, 
referred to the three representative orga¬ 
nisations of employers coming together in 
presenting a unified voice as a signifi¬ 
cant event. 

“The labour scene today presents a 
picture of chaos, confusion and despair. 
There is a proliferation of strikes resorted 
to by every section of workers, most of 
them illegal and far from peaceful. It is 
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noteworthy that many employees involv¬ 
ed in the strikes are from the better paid 
category of working class, such as bank 
employees, textile workers, petroleum and 
chemical workers etc . . . both in the pub¬ 
lic and private sectors.. . These fortu¬ 
nate few figure not more than 20 million 
out of a total working population of 
the country of 240 millions," said 
Mr Tata. 

Mr Tata referred to the lack of empha¬ 
sis on workers’ education for trade union 
leadership. “There has been particular 
neglect of education on areas of how 
trade union leader’s image as a social 
worker could be projected in a world, 
which identifies him as an agitator or an 
instigator” said Mr Tata. 

In about 15 months, there have been 
four incumbents for this important port¬ 
folio of labour. The two recent ones - 
Mi J. B. Patnaik and Mr T. Anjiah have 
shifted to State Chief Ministerships 
and all the fanfare with which they 
had convened meetings with labour 
leaders and State Labour Ministers will 
have to be repeated by the new incum¬ 
bent who will start with a bang: the 
National Labour Conference convened in 
October will provide him an important 
forum to pronounce his pet views. Will 
there be enough political will to discip¬ 
line recalcitrant elements contributing to 
the ignominy and calumny of idling do¬ 
mestic capacity and forcing resort to 
costlier and avoidable imports, due to 
frequent disruption to production ? 


HMT: A Good Record 
of Growth 


In Tfin Seventies production of machine 
tools in the country recorded a four¬ 
fold increase, from around Rs 43 crores 
produced in 1970-71 to around Rs 160 
crores last year. The share of the State- 
owned HMT in this increased from a 
little over Rs 16 crores in 1970-71 to 
Rs 65 crorcs last year. More, impressive 
than this record in" the production of 
machine tools is the rich diversification 
undertaken by HMT in this period. Wrist 
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watch production shot up in this decade: 
from a mere Rs 4 crores in 1970-71, 
HMT’s production rose to Rs 70 orores 
last year. Value of tractors and agricul¬ 
tural machinery produced during the 
decade also registered an impressive 
increase from Rs 2.9 crores to Rs 39.2 
crores. Production of lamps and lamp 
making machinery, commenced in 1976, 
also recorded significant progress with 
production worth around Rs 8.45 crores 
last year. 

Working Results 

HMT’s Chairman and Managing Direc¬ 
tor, Mr B. Ramaehandra, who released the 
working results of the company for 1979- 
80 to pressmen in Bangalore recently said 
that the company’s production last year 
was valued at Rs 182.5 crores, registering 
a growth of 10 per cent over the previous 
year. “But for the constraints of power 
availability, production could have touch¬ 
ed the targetted Rs 200 crores,” said Mr 
Ramaehandra. He expressed satisfaction 
that each one of the three business 
groups, agricultural machinery, machine 
tools and lamps and watches, had shown 
profits last year. The company’s opera¬ 
tions were highly profitable with profit 
before tax at Rs 23.73 crores against 
Rs 13.48 crores earned in the previous 
year. The net profits after providing for 
taxation were at a record Rs 15.73 crores 
(Rs 7.48 crores). 

According to the Central Planning Sys¬ 
tems Group of the company, working on 
the plan for the period 1981-82 to 1985- 
86, the environment is expected to be con¬ 
ducive for planned growt h. The corporate 
plan envisages an annual growth rate of 
15 per cent at 1980-81 prices. At this rate, 
Mr Ramaehandra said, the turnover 
of the company will more than double to 
Rs 400 crores by 1984 85. For the current 
year, turnover is targetted at Rs 220 
c ores. Mr Ramaehandra said that the 
power position appears far better this 
year and the company was hopeful of 
reaching the target. 

The company has been able to generate 
a good portion of its requirements of 
capital expenditure on its own. In the 
last five years, for instance, internal re¬ 
sources generated by the company 
amounted to over Rs 60 crores. In this 
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period capital expenditure made by the 
i company was in the region of R$ 63 ero¬ 
des. Thus HMT has been able to meet on 
Us own the finances needed for meeting 
its expansion. Mr Ramachandra said that 
the nvestment needs of HMT during 
the Sixth Plan period are Rs 200 crores. 
Every business group of the company 
would contribute to this requirement. 

Modoat Beginning 

HMT had its beginning 27 years ago 
when its first factory was set up at 
Bangalore for the production of machine 
stools. Soon the second factory was set 
up and production diversified to take up 
more sophisticated machine tools. The 
third factory was set up at Pinjore in 
Haryana for the production of tractors. 
The fourth factoiy of HMT was set up at 
Kalamassery in Kerala where HMT also 
produces printing machines. The fifth 
factory was set up at Hyderabad in 
Andhra Pradesh to produce special pur¬ 
pose machine tools including metal form¬ 
ing, die casting and plastic moulding 
machines. The Hyderabad unit also 
f houses facilities for producing lamps and 
lamp making machines HMT acquired 
the sick public sector undertaking, 
Machine Tool Corporation of India Ltd, 
Ajmer, and improved its production. In 
February 1980, it had taken over the 
management of Indo Nippon Precision 
Bearings Ltd, a subsidiary of the Andhra 
Pradesh Industrial Development Corpo¬ 
ration Ltd. Mr Ramachandra said that 
after the take-over there has been consi¬ 
derable improvement in the working of 
1NPB and the unit is expected to make a 
f marginal profit even during 1980-81. 
HMT has proposed to acquire the shares 
of AP1DC m INPB at par. 

HMT has two watch factories at 
Bangalore and the third one was set up at 
Srinagar in Jammu and Kashmir in the 
mid-Seventics. The fourth factory to pro¬ 
duce 2 million watch components has 
been set up at Tumkur in Karnataka. 
During the current year, the Tumkur fac- 
M tory has planned to manufacture one mil¬ 
lion watch components. These are being 
assembled presently at 11 locations in the 
backward areas of eleven States and 
^ Union Territories under the technical 
supervision of HMT. Three more such 


unite ate being set up in the backward 
areas of Bihar, Madhya Pradesh and 
Meghalaya. Thanks to the policy of ini* 
porting components on a large scale and 
getting these assembled in the several 
units set up by different industrial deve¬ 
lopment corporations of States and Union 
Territories, during 1970-80, HMT could 
produce 3L26 lakh numbers of watches 
relating to its installed capacity of just 15 
lakhs. Out of the total production, 1Q.59 
lakh numbers were assembled out of com¬ 
ponents imported in completely-knocked- 
down and semi-knocked-down conditions. 

It was interesting to hear Mr Rama¬ 
chandra referring to the plan of HMT to 
take up production of electronic watches 
also. He referred to the changing consu¬ 
mer preference towards electronic watches. 
“The world watch production is expected 
to reach 300 million in 1980, registering 
an uninterrupted average annual growth 
rate of seven per cent in the last five years. 
The total production of electronic watches 
has shot up from 26 million in 1976 to 
118 million m 1980 registering a com¬ 
pound growth rate of 46 per cent. The 
prediction is that the electronic watches 
will overtake the mechanical one before the 
mid-eighties,*’ said Mr Ramachandra. He 
indicated HMT's plans to produce and 
market electronic watches by acquring 
capabilities in manufacturing vital com¬ 
ponents. 

It was however disappointing that 
HMT did not seem to be very much 


The toying of lhe Inundation stone Sapru 
House by the Fume Ministei last Fuda> is an 
occasion to take stock of more than one change 
in India’sappioueh to public®flkirs Sapni House 
ib to be the new build'itg of the Indian l ouncil 
of Woi Id Affairs, firsf founded in 1*>41 and alrea¬ 
dy, m sevenbnel vcais, a partner with much aide* 
institutions of Ms kind such ns Chatham House 
m Bntam and the Institute of Pacific Relations 
m the United States and C anada apart from 
othcis lesser known This m itself is cause for 
congratulation, and while there was certainly 
undue exuberance c\pieased by visiting delegates 
at the ceremony last I riday, there is no reason 


enthusiastic About offering a janata Watch 
at around Rs 100. Executive Director 
(Watches), Mr I K. Amitha did not hold 
out much promise foi a really inexpensive 
watch. He said that a good quality watch 
will cost a minimum of Rs 200. HMT 
was, in fact, offering good quality watches 
at around Rs 100 a decade ago. It is true 
inflation and rising costs have their bear¬ 
ing on the price over the yeais; but it is 
a baffling question that the vast increase 
in capacity lending itself for reaping the 
economies of mass production and the 
decentralised assembly and other improve* 
raents should not compensate for the in¬ 
creases in costs in other directions. 

Among the more recent diversifications 
of HMT is its entry into the manufacture 
of dairy machinery The company has 
obtained an industrial licence to set up 
manufacturing facilities at Aurangabad 
in Maharashtra in collaboration with 
FLM of East Gctmany. The capital in¬ 
vestment for this will be around Rs 4.5 
crores The factory is expected to be 
commissioned in 1981-82. Even during the 
current year, a production turnover of 
Rs 1.2 crores is expected tbrougli assem¬ 
bly of such machinery. 

HMT (International), the wholly owned 
subsidiary of the cofnpany, made a re* 
markable thrust in regard to exports. Its 
exports amounted to Rs 14.3 orores and 
HMT earned a not profit of Rs 1.39 cro¬ 
res from these operations. Of these, 
IIMT’s own products contributed to 


to be pessimistii. i It hough there is reason—-and 
thue is always good uron in a democracy tip 
be critical On tins occasion it is propel that 
Just thought should bt in appicaution of what 
has been done instead of constant drawing atteu- 
hpn to defects a dmo ted ly large The Indian Coun¬ 
cil of World Affairs lusalteady justified itself to 
those who have been lesponsihle for the suocess 
ajtcudv achieved 1 he best way the debt can 
bereponid »s by making a coni ti but ion to the 
funds required lor completing b«pru House. Fpr 
tea sons, which ate becoming increasingly clear, 
the response to the appeal for funds has been 
far Jtom good 


£a.5ttfn £conomi5t 30 y&a.u 


October 27, 1950 
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Rs 8.32 crows. At the ; b&gjpning of (be 
decade exports of HMT stood out at the 
modest level of Rs one crore. 

; The company's products are exported 
to some 57 countries around the world 
. including the sophisticated markets of 
' IIS, Western Europe and Australia. HMT 
f has been concentrating on marketing 
! projects and services in developing coun- 
, tries. Mr Ramachandra said that quite 
a; few developing countries entrusted 
{ HMT with setting up projects involving 
ji high . technology. He said that HMT 
: bad already fully executed projects valued 
„ at Rs 7 crores. Projects now under exe- 
cution are valued at over Rs 75 crores 

Jolnt-Venturo Project 

Mr Ramachandra highlighted particu- 
; Tarty the prestigious joint-venture project 
; of HMT in Nigeria. The project envisages 
the provision for rendering technical as- 
sistance to the Government of Nigeria for 

■ the establishment of a machine tool plant 
-on a turn-key basis by HMT. The total 

V project cost is around Rs 56 crores. This 
, yvill be in the form of minority foreign 
;equity shares for HMT in the joint-ven- 
ture. Another Rs 12 croes project is being 
’ set up at Algeria. HMT will also com- 
menoe work on the establishment of a 
- tool room-cum-training centre in Indo- 
i; aesia next year. The company has sub- 

■ mltted oilers valued at Rs 450 crores for 
: projects in various developing countries. 

Mr Ramachandra was confident that some 
of these offers would be converted into 
1 orders on HMT. 

As a company recording a high rate of 
, growth, HMT lays sufficient emphasis on 
L two other essential areas — manpower 
> .planning and development, and research 
and development. For a company em- 
} ploying nearly 25,000 persons, quite a few 
of them having completed 25 years of 
service in the company, manpower plan- 
, ning and development has a lot of impor¬ 
tance. The company has introduced an 
appraisal and training system which it 
claims is such that a really deserving 
employee who joined the company as a 
graduate engineer trainee can reach the 
top in less than 20 years of service. 

Mr Ramachandra indicated that the 
company’s objective was to spend at least 
two per cent of its turnover on research 
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and development asmvestmentforacquir- edfor thepUfelic sectof and arebetng 
ing tomorrows technology. There will ported in substantial quantities.' 
be a balanced emphasis on innovation. At the same time, says the) report, the 
improving productivity and appropria- v<ffious hindrances in the way Of expandr 


teness of technology inR&D efforts. 
Of special interest will be the emphasis 
of HMT m directing applied research 
activities in the latest techniques in metal 
forming. In the developed countries there 
has been considerable shift from metal 
cutting technology to metal forming 
technology with a view to saving on mate¬ 
rial and energy. Mr Ramachandra refer¬ 
red to the plans of HMT to set up a Cen¬ 
tral Metal Forming Institute at Hydera¬ 
bad to carry out applied research in latest 
techniques in metal forming and adapt 
them in industry. A capital investment 
of around Rs 3.2 crores is planned on 
this institute over the next five years. 

HMT has maintained its lead among 
the public sector units with a consistent 
record of growth and profitability of 
operations. The diversifications planned 
can ensure the prospects for the coming 
years as well. 


Import Substitution: 
Signs of Realism 


Should a country import items, in the 
production of which it enjoys a compa¬ 
rative cost-advantage 7 The Aggarwal 
Commitee on Import Substitution, which 
submitted its report last week to Dr 
Chanana, says no, but in an oblique way. 
It has recommended that import substi¬ 
tution should be restricted to those items 
only whose indigenous production is 
cheaper. 

Then should those items that are more 
expensive to produce continue to be 
imported 7 Not really, says the report. 
The most important thing is to have faster 
industrial growth because this is the only 
way to achieve rapid import substitution. 
Towards this end, it has suggested that 
the private sector should be allowed to 
manufacture items included in schedule 
‘A’ of the 1956 industrial policy reso¬ 
lution. Currently, these items are resetv- 
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ed production in the private sector should 
be removed. This is sought to be achiev¬ 
ed, amongst other things, by increasing 
the number of industries eligible for auto¬ 
matic growth and regularisation of excess 
capacities and a dilution of the tQO per 
nent export obligation. 

Exempted Industries 

To ensure fuller utilisation of capacity 
and a flow of funds to priority sectors, 
the repoit suggests that the list of 24 
industries that are exempt from licensing 
should be expanded. Similarly, the list 
of 29 industries which had been allowed 
to regularise their irregular capacities in 
1975 should be enlarged to those which can 
contribute to import substitution. Further¬ 
more, units that are exporting the output 
of unlicensed capacity should not be ask¬ 
ed to apply for a license, provided what 
they sell in the domestic market does not 
exceed the licensed capacity. In other 
words, the report suggests that as long 
as the output in excess of licensed capa¬ 
city is exported, there should be no con¬ 
straints on capacity expansion. 

In areas that are capital intensive and 
where imports are large and sustained, 
the report recommends that if domestic 
production can be increased at a relatively 
low cost, permission to expand capacity 
should be granted without fuss. These 
recommendations would apply to MRTP 
and FERA units also. 

Another important recommendation 
relates to imports of components, parts, 
sub-assemblies of finished products etc. 
Currently, while the 'finished product 
cannot be imported, its parts can be 
assembled in India. The report suggests 
that this practice should be stopped. 

The report has also recommended that 
units which want to export 100 per cent 
of their output should be allowed to 
sell up to 10 per cent in the domestic 
market. The justification for this seems 
to be that it will enable the producer to 
test his product. 


The list of industries where foreign 
collaboration » not considered necessary 




tub' 


of j&reijEft 


Butthe Centre has “va& transportation 
net-work and ampin resources a* Us 


. technology should be freely allowed unless 
Vfce technology is readily available in India. 

On the imports of finished goods, inter¬ 
mediate inputs and raw materials, the 
report calls for rationalisation and re¬ 
moval of anomalies in the structure of 
customs and excise duties. This, the 
report feels, will help to reduce imports. 


command” and theiefhfo it can procure 
goods from where they are available and 
despatch them to the places where they 
are needed. The advertisement has saM 
that once this is done, the State Govern¬ 
ments can tackle the needs of an equit¬ 
able distribution. 


Since railways, defence, communications 
and certain other organisations import a 
variety of items, the report recommends 
that administrative and financial assis¬ 
tance should be provided to facilitate the 
* manufacture of these items in India. 

The report has identified nine capital- 
intensive industries—iron and steel, ferti¬ 
lisers, chemicals, textiles, drugs, cement, 
paper, alummium, electrical machinery 
and power generation equipment—-where 
it has called for ''detailed optional invest¬ 
ment planning” on an urgent basis. 

On the question of "dumping” by 
foreign manufacturers, which affects im¬ 
port substitution adversely, the report 
has asked the Government to adopt "anti¬ 
dumping” laws of the kind in force in 
some other countries. 


Prices and Politics 


In fighting inflation and ensuring the 
availability of essential goods to the con¬ 
sumer at fair prices, both the Central 
and the State Governments have a vital 
role to play. Both have to make earnest 
efforts to increase production, improve 
distribution, and curb hoarding, profiteer¬ 
ing and black-marketing. It seems there¬ 
fore unfortunate that the Government of 
West Bengal should try to create an 
impression in the country that the res¬ 
ponsibility for keeping down prices rests 
almost wholly with the Centre. 

In an advertisement published recently 
in newspapers all over India, the West 
Bengal Govenment has said that only 
the Centre can fix the prices of essential 
articles and make them available to the 
public. It has observed that the State 
. Governments cannot import goods from 
abroad or procure diem from within the 
country Without the Centre’s assistance. 


Centre's Obligation 

It i$ v of course, true that New Delhi has 
a major part to play in holding the price 
line. But the State Governments also 
have to make sincere efforts in this direc¬ 
tion. Their policies of taxation, labour laws 
and the day-to-day administration have 
to be fully geared to augment production 
and achieve the smooth distribution of 
essential goods. Above all, they have to 
put down anti-social practices without 
fear or favour. Many State Governments, 
however, in recent months have failed to 
perform their elementary duties with the 
result that even when large imports were 
made to augment the supply of items like 
edible oils and sugar, the consumer could 
not derive much relief from scarcity and 
high prices. 

So far as West Bengal is concerned, the 
State Government has to exercise greater 
vigilance in the matter of price stability 
since it has to depend heavily on other 
States for securing its requirements of 
foodgrains, edible oils, cement, salt, sugar 
and several other items. The weaknesses 
of its public distribution system have 
come in for considerable criticism and 
even the Commerce Minister, Mr Pranab 
Mukherjee, recently expressed surprise at 
the failure of the State Government in 
arranging for the promotion and equitable 
supply of sugar. West Bengal has also 
been rather slack in enforcing the provi¬ 
sions of the Essential Commodities Act. 

The State Government’s confrontation 
with the Centre is not helpful for bringing 
down prices. On several major issues, 
West Bengal seems anxious to adopt a 
different approach from that of the 
Centre mainly with a view to gaining 
some temporary political advantages. Its 
failure to cooperate with New Delhi in 
the latter’s efforts to rationalise the sys¬ 
tem of sales tax audits refusal to consider 
the abolition of octroi will make it more 


dljffiehlt for 1 the Centre to bring 
some measure of uniformity in prices 
the country. The State Governments 
cannot deny that its inability to improve^ 
the generation of power has substantially ^ 
contributed to raising the costs Of ,prp* 
duction of many industries and pushed % 
up the prices of their products. ; 

The constituents of the Left Froufe^ 
Government and some other political * 
parties like the CPI have been organising 
demonstrations, agitations and other;; 
forms of mass movement to convince the '; 
public that the Centre alone is responsible 
for the price situation. A State-wise ■ 
bandh is also being planned for this pur* 
pose. But such activities will only further.,, 
disrupt production and distribution and 
aggravate scarcity and high prices. By/ 
all means, let them oppose and expose 
the wrong policies of the Centre. But, 
at the same time, they should also make/ 
the State Governments realise their t#f\ 
ponsibility in checking the rise in prices;; I 

.. . . —* 

• . j; 
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Advice on Commerce 

;,v 


At the conference of collectors of cusw 
toms and heads of import control offices* 
held in New Delhi on October 13, th$ 
Union Commerce Minister, Mr Pranab 
Mukherjee, announced the Government’# 
decision to revive the regional advisory; 
committees on imports and exports. The#* 
committees had been wound up by thpj 
previous Government. Mr Mukhcrje#; 
said that his Ministry had decided not; 
merely to restore them but to make tbetatf 
more active and effective. This move i#’ 
indeed welcome but the committees cast;, 
play their role only if there is more clarity 
and consistency in impoit and export pete 
licies and procedures and the Govern^ 
ment is able to reduce red-tapism at Va£ 
rious levels of administration. ; f 

The implementation of the Alexandt^ 
Committee’s recommendations has helped 
to remove many anomalies and uncei^ 
tainties in the formulation of impoit a&d 
export policies. In the last few yea$$ 
there has been some stability and rea¬ 
lism in these policies. Even so, business¬ 
men all over the country continue to 
complain about delays and difficulties ir 
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getting things done in the .offices of the 
Joint Chief Controllers of imports & Ex¬ 
ports and also in Udyog Bhavan. Mr 
Mukherjee told the Delhi conference that 
the Prime Minister, Mrs Gandhi, had ex¬ 
pressed her personal concern over this 
matter and had directed that administra¬ 
tive delays should be reduced and deci¬ 
sions expedited. He suggested the adop¬ 
tion of a system of time-bound disposal of 
applications for licences, which should 
be made known widely to the trade. At¬ 
tempts in this direction had been made 
by Mr Mukherjee’s predecessors in the 
Commerce Ministry but why did they not 
nicet with the expected results ? 

„ The regional advisory committees can 
meet only once or twice in a year. Even 
so, these forums will serve a useful pur¬ 
pose in providing opportunity to the 
representatives of industry and trade and 
the Ministry of Commerce for an exchange 
of views on various problems relating to 
import and export. But the Ministry 
Should see to it :hat, apart from reviving 
these committee*, there is greater delega¬ 


tion otpowm to the^Bcea:df the jotni 
chief controller of imports & exports. 
At present, these offices are seldom able 
to provide prompt and proper clarifica¬ 
tion of policies and procedures. Reference 
has to be made often to New Delhi, 
which causes considerable delay. After 
announcing the import-export policy for 
the year in April/May, press notes are 
issued from time to time, incorporating 
various modifications. But businessmen 
find it difficult to keep track of them and 
understand their implications. The 
Ministry, therefore should ensure that the 
officers at the regional level are thoroughly 
conversant with these changes and are able 
to interpret them correctly on the spot. 

Although many recommendations of 
the Alexander Committee have been 
carried out, there are a few important ones, 
on which action has yet to be taken. Mr 
Mukherjee should review the committee’s 
suggestions and find out why some are 
still kept pending and how soon they can 
be implemenred. For example, a bold 
policy of decanalisation of imports, as 


;.. *, t * **,- ' "i.. ■. ■ -T\y, m*| fcpggp** ’■>» - 

proposed feyttw Committee, ought mhto a 
unfftl purpose at a tuneWbeathe utmost/ 
economy has to be effected in making use 
of (he foreign exchange resources. 

Mr Mukherjee referred, in his ‘address 
to the Delhi conference, to the sharp in¬ 
crease of over Rs 1350 crorcs in the ad¬ 
verse balance of trade in the. first quarter 
of the current fiscal year and he said that 
the situation called for energetic efforts 
to promote exports. It is all the more 
surprising therefore that while he an¬ 
nounced the Government’s decision to 
revive the regional advisory committees, 
he did not say anything about the role- 
of the Central Advisory Council on Trade. 
This is supposed to be the top advisory 
body of the Commerce Ministry, headed 
by the Minister himself, but it has re¬ 
mained defunct for a long time. Mr 
Mukherjee should activate this Council 
and make the best use of the experience 
and expertise of its members in evolving 
the country's foreign trade policy at a 
time when export promotion and import 
substitution have assumed a new urgency. 


Please send 


xs t 

SV/ 


ANOTHER MILESTONE BY ‘ISARC IN 

IMPORT SUBSTITUTION 
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Window on the World 
\ - 


British Private Sector 


U nder Strain 


Less than 18 months after Mrs Marga¬ 
ret Thatcher won the general election and 
took office as Prime Minister, her Govern¬ 
ment's economic policies have put the 
British private sector, the most important 
element of the economy and the basis of 
the country’s wealth creating mechanism, 
under severe strain. This is the opposite 
of Mrs Thatcher’s aim and what she had 
pledged to achieve and which had been 
enthusiastieallv supported by the business 
community and the Confederation of 
British Industry. But the brunt of her 
Government’s monetarist sqeezc—to check 
the growth of money supply and to re¬ 
duce it as the most effective and the “only 
coherent” method to fight inflation—has 
fallen on the manufactuiing industries, 
businesses, big and small, in the private 
sector. 

\t the latest count plants and busines¬ 
ses were closing down or reducing opera¬ 
tions at the rate of 100 a day. The ITEM, 
the Independent Treasury Economic 
Model Club (consisting of a group of eco¬ 
nomists from the private and public sec¬ 
tors, banking, and public administration 
who use the "treasury's computer fore¬ 
casting model) has forecast that the Bri¬ 
tish GDP wiil fall by nine per cent over 
1979-82, if North Sea oil is included and 
] 1 per cent if it is not. Manufacturing 
production will fall 16£ per cent in the 
same period. Inflation which was 10 per 
cent when Mrs Thatcher assumed office 
and rose to 20.3 per cent in the first half 
of 1980 and has fallen to 16.8 in the 
second half is expected to be 14.3 at the 
end of 1981. 

Employment has been affected more by 
the decline of the private sector than by 
economies in the public sector and now 
stands at 1.9 million and is expected to 
grow to 2\ million by end of 1981 and to 
three million ty the end of 1982 



These stark statistics of Britain’s real 
decline, masked by the soaring revenues 
from North Sea oil and an over valued 
pound from the oil and high interest rate, 
are creating what is developing into a 
crisis of confidence in the Government 
and deepening gloom on both sides of the 
industry, the employers and the emplo¬ 
yees. No one has escaped (except oil com¬ 
panies and banks profiting from higher 
pi ices and hig interest rates) the clutch 
of world recession and the Government's 
deflationary squeeze. Britain’s biggest 
industrial complex, the Impel ial Chemical 
Industries is the latest to announce the 
shut down of plants and redundancies of 
5,000 workers. Philips, Lucas, the auto¬ 
mobile industries, in fact a cross section 
of the manufacturing sector have been 
adversely affected. 

How long will the Thatcher Govern¬ 
ment continue on what the Guardian has 
called “the straight and narrow road to 
ruin ?” The indications are to the bitter 

V. R. Bhatt writes 
from London 

end. Mrs Thatcher has turned down ap¬ 
peals by the CBI—thc premier private 
sector organisation and stalwarts of her 
own party to ease the monetary sqceze by 
reflation and lower interest rates. She 
has “scornfully” rejected the Trade Union 
Congress call for reflationary policies 
and reduced interest rates to help indus¬ 
try. Though members of her Cabinet arc 
known to be divided over her determina¬ 
tion to continue the policies, they and 
the recent Conservative Party annual con¬ 
ference endorsed them publicly. She her¬ 
self reiterated that there would be no U- 
turn and everyone should recognise that 
the "lady was not for turning”. (To 
which the retort of opponents of the poli- 
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cies was that if her policies failed *$he 
would be for burning’). 

Her predecessor, Edward Heath had 
firmly but without rancour criticised the 
inflexibility of her monetarism before the 
conference where he did not speak. 
Harold Macmillan, the elder statesman 
and former Conservative Prime Minister 
has been more severe. In a BBC televi¬ 
sion interview after the conference he said 
that the Thatcher Government had been 
hitting “the wrong head.” Instead of 
cutting the money supply in local author 
ritics’ and Government functions ant) 
burescracy, it was hitting 4< the poor prl * f 
vatc enterprise which is at the bottom of 
the pyramid but supports the whole.” 

Deriding Mrs Thatcher’s brand of 
monetarism, he said “It is nothing new. 
We have all known it but it is being now 
elevated into a new doctrine as if it worn ' 
a new dogma.” What was requited was 
reflation and investment (from oil revft* 
nues) and the creation of wealth. High 
interest rates made it extremely difficult 
for business. His acid remark about the 
Government advice to the private sector 
not to pay more wages and so not borrow 
from the banks was : “It would be aS , 
right if Government did the same.” 

Some admire Mrs Thatcher’s courage 
in sticking to the path she has chosen ip 
the face of widening criticism and anger 
on the part of supporters and opponents 
but moie are getting frightened. The 
TUC has warned hei that the rising num¬ 
ber of unemployed which is expected to 
exceed two million by early next year will * 
lead to social umest. Her reply was that 
there would be greater danger of unrest 
if the Government adopted policies which 
would pile inflation on inflation and w- 
employment on unemployment. To the 

private sector’s plea for a relaxation of ' 
the sqeeze the Government’s attitude 
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k seems lo be that the manufacturing indus¬ 
try would be strengthea*d and become 
more competitive by weeding out the in¬ 
efficient and the weak. 

It is of course wrong to attribute aii 
blame for the gloomy situation and out-' 
look to Thatcher’s policies. The world 
precession and the recurrent rise in the 
;Oii price have much to do with it. But 
v, Britain has an advantage which no other 
developed country has, namely self suffi¬ 
ciency in energy, oil, gas and coal with 
an exportable surplus. Despite this Bri- 
; tain lap behind almost all members of 
the European Economic Community. Is 
’ this because of bad economic manage¬ 
ment by the Government and bad poli- 
:«ies. 

Rigid Monetarism 

The consensus now developing in UK 
is that Thatcher’s rigid monetarism tho¬ 
ugh it succeeds in the long run to reduce 
inflation is like a medicine which cures 
ffie disease but weakens the patient. The 
ITEM Ciub says that “a nine per cent 
; <ODP fall in three years compared with a 
jv; six per cent rise which would be achieved 
: >by a leisurely two per cent growth yearly 
‘Is a monstrous price to pay as the best 
i-solution for any problem even that of 
.'^controlling inflation. Yet there is noth- 
j/jhig in tbe Government stance to suggest 
it has any inclination to change course. 

' Tit has been and is assumed to continue 
. 30 exacerbate rather than mitigate the 
: pressures upon the private sector.’’ 

,, Indeed the strains on the private sector 
jprom the sqeeze and the rising unemploy¬ 
ment are closely linked. Unemployment 
is now rising at a daily rate of a thousand 
jobs axed or made redundant. The 10 to 40 per cent this year alone) and turing industries. For the Government 
1 majority are from the private sector by spend less on clothes, cars, alcohol, to- it involves an increase in PSBR (Public 
the closure of plants and cuts in manufac- bacco, domestic appliances and even on Sector Borrowing Requirements) to pay 
turing operations. The number ofem- food. Exports are hit mainly due to the the unemployment benefits to an ever in- 
ployees made redundant in Central or appreciation of the pound due to North creasing number of people. This under- 
''local Government is much smaller. The Sea oil bonanza and high interest rates mines other measures to control money 
private sector is hit on all fronts. Domes- whichattracts foreign investors in sterling, supply and public spending. The strategy 
tic demand has been falling because The strong pound puts up export prices of controlling inflation by concentrating 
.people faced with higher prices and tbe and reduces the competitiveness of British soley on controlling tbe money supply is 
swelling body of the unemployed with products at home and abroad. This in thereby weakened and the Government 
lowered incomes give priority to meet the turn leads to companies trying to clear begins to borrow more and mote by offer- 
costs of essentials, like housing (where unsold stocks at lower prices reducing ing higher interest rates. 

'rates and rents have risen sharply), gas, the margin of profit. The negative gain of the sqeeze on the , 

electricity and transport (all in the public The increase of the'unemployed means private sector is that it is compelling the 
sector where prices have been raised by less utilisation of capacity in manafa o- Trade Unions to opt far bsiow their de- 
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mm tot wag# tacraOKfor fear that their 
.companies whose profits have been foiling 
\sharply or who ate incurring losses from 
reduced sales and high costs of money 
may be forced to contract operations or 
close down plants. Trade Unions with 
big membership in the manufacturing sec¬ 
tor are beginning to accept one figure 
wage increases as the giant Engineering 
Workers Union has done by accepting 8 
per cent—half the inflation rate. But the 
key workers in the public Sector are still 
on the war path and the coal miners con¬ 
fident in their hold on energy supplies 
have demanded a 35 per cent increase. 
The Labour Covernment lost the election 
in the “winter of discontent’' triggered by 
strikes and picketing by workers demand¬ 
ing higher increases than the maximum 
proposed by the Government. 

The question is whether the Thatchder 
Government can ride the storm already 
blowing from the strains on the private 
sector, rising unemployment and falling 
living standards. There is the danger that 
the cconomie decline may go so deep 
that many ailing companies may be un¬ 
able to recover. There is the risk that 
social unrest may generate class hostility 
and political instability. The next six 
months are crucial as private sector and 
the Trade Unions arc unlikely to suffer in 
silence. For the time being the most 
“profitable” British product appears to 
be the currency--the strong pound which 
increases the inflow of OPEC dollars and 
Euro currencies. 


US Productivity Cloud 
has a Silver Lining 


With all the hue and ory most of it justi¬ 
fied, about the USA’s declining producti¬ 
vity, little attention has been paid to a 
concomitant development that so far has 
offset some of the damage. The number 
of persons employed has been rising rela¬ 
tive to the population, at least until the 
start of the current tecession. Last 
autumn the percentage of the population 
that was employfcd reached the highest 
level ever recorded. The recession has 
brought the figure down, but it is stilt well 
above the level reached at the peak of the 


preceding business cycle io 1973, or any 
peak before that. 

This development entries with it two 
implications regarding productivity. One 
is that the rise in the percentage employ¬ 
ed has changed the characteristics of the 
work force. Many more women end 
young people are now employed, and on 
the whole they me less experienced than 
their colleagues. Sometimes they are oc¬ 
cupying jobs where little experience is 
needed, but by the same token these are 
jobs where productivity, as measured by 
the marketplace, is relatively low. As a 
tesult, the rise in the percentage employed 
has tended to reduce the average level of 
productivity per person employed. 

Widgets Per Capita 

The second implication is that the in¬ 
crease in the percentage employed, des¬ 
pite its retarding effect on the average 
level of output pci worker, has never¬ 
theless ii creased total output, and es¬ 
pecially output per capita. To see how 
this can happen, take a simple example. 
Suppose, for instance, that 50 persons 
out of a total population of 100 are 
employed and that they produce 10 wid¬ 
gets each for a total production of 500 
widgets, which is 5 per capita. Now 
assume that 60 persons are employed and 
the 10 newcomers produce only 7 widgets 
each. Productivity per person employed 
has dropped to 9.5 widgets, but total 
output is 570 and output per capita is 5.7. 
The population as a whole is enjoying 
more widgets per person despite the de¬ 
cline in productivity. 

That this is not an entirely fanciful 
example is illustrated in the accompany¬ 
ing table, which compares the situation 
at the peak of the last business cycle, in 
1973, with that at the peak of the current 
cycle, in 1979. White the population was 
increasing by five per cent, the number 
of persons employed in civilian jobs in¬ 
creased 15 per cent. Whereas output per 
person employed advanced only one per 
cent, output per capita advanced 10 per 
cent. The slow growth in productivity 
(output per person employed) was offset 
by the rapid growth in the number em¬ 
ployed. 

How does the recent trend compare 
with earlier years, when employment 


'f 

Output, Pnpalattea, and Employment '* ’ 

during 1973-79 

--- — - — 

GNP per 

GNP Civilian person Gtvjf, 

in Popu- employ em- per 

1979 lation ment ployed capita 

(•bil.) (mil.) (mil) 1979(f) 1979(f) 


1973 2,044 210 4 84.4 24,200 9,70ft 

1979 2,369 220.6 96.9 24,500 10,700 

%ohange 15,9 4.8 14.8 1.2 10.) 


was increasing less rapidly but producti¬ 
vity was increasing more rapidly? If 
we divide the period since 1948 into 
roughly three equal parts but measure 
changes between business cycle peak 
years to avoid the effect of recessionii 
the results turn out as follows : 


Peicentage increase per year 
1948-57 1957-69 1969-79 




Real ONP 

38 

3.9 

2.9 i 
0.9 ‘ 

Population 

1 8 

1.4 

Employment 
GNP per person 

1.0 

1.6 

2.3, 

employed 

2.7 

2.2 

04, 

GNP per capita 

2.'o 

2.5 

2,0 


We see here a drastic reduction in pro¬ 
ductivity growth : m the past decade the , 
growth rate in GNP per person employed ,, 
has dropped to about a fifth of what it 
was in the 1948-57 period. We see also , 
the great acceleration in employment 
growth, together with dechningpopulatioik 
growth. And finally we see that output 
per capita has grown as fast in the last ' 
decade a* it did in 1948-57 and only a bit f - 
more slowly than in 1957-69. 

This is a hopeful result, especially bo- 1 ,, 
cause we can be sure that as the new¬ 
comers m the work force become mow '*■ 
experienced and better ttained they will . 
become more productive. But it does 
not mean that wc can be any less con¬ 
cerned about efforts to stimulate producti¬ 
vity. The shift in the composition of the 
work force is not the only factor that has 
slowed productivity, and the other factors, 
such as those which retard capital in¬ 
vestment and handicap innovative enter- 
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(prise, can become dominant th* 
fun, These problems must be addressed 
promptly if we are to cootieue to avoid 
the unhappy consequences that would 
come from a reduction in both output 
per worker and output per capita. „ 

Source : The Morgan Guaranty Survey. 


West Germany Sinks 
into the Red 


•West Germany’s balance of trade is in 
‘ >the red for the first time in IS years. 

■ For years, there were surpluses, often 
big ones. But last year the story cbang- 
,ktd. The balance (which reflects not only 
" foreign trade but also services and trans- 
Jfers) slipped into the red for the first 
time since the mid-1960s 
'■ / Although the negative figures for 
(August were expected, they still serve as 
"■’.a warning. 

So far, German exports have always 
..reliably earned tbe foreign exchange need¬ 
ed not only to pay for its ever-rising 




and to provide the cuirency fbr fee trans¬ 
fers of money by foreign workers for pay¬ 
ments . to international organisations 
(EEC), development aid and foreign in¬ 
vestments abroad. 

The balance of payments showed a 
deficit last year of more than DM10 hilliOn, 
expected to rise to between DM25 billion 
and DM30 billion thisyear. 

This is largely due to the fact that its 
export surplus, which has showed a 
diminishing trend since 1974 when it 
stood at DM51 billion, will now drop to 
less than DM 10 billion. 

This is primarily due to its dramati¬ 
cally increased oil bill. 

In 1978 (when the quantity of oil im¬ 
ported was less than in 1973/74 and the 
Deutschemark appreciated) it paid about 
DM32billion for crude and petrochemical 
products, i.e. not more than before the 
oil crisis. But last year, with the quan¬ 
tity of imported crude went up, the oil 
bill stood at DM48billion. 

The Bundesbank expects this year’s oil 
bill to rise to DM65biilion, thus accoun¬ 
ting for 4.5 per cent of GNP. 




in the prices of imports. While overall 
imports in 1978 became cheaper than '* 
those of die previous year, 1979 imports 1 . 
were on an average 10 per cent higher 
than those of 1978, rising to a plus of 18 
per cent in the first six months of iJNStk 

But the high oil bill is not the' only 
explanation for the diminishing expo# 
surplus. For one thing, the economy was 1 
still fairly buoyant in the first six months 
of the year, so there was considerable de¬ 
mand for foreign goods. 

As a result, imports in the first eight 
months of this year outstripped those in , 
the same period of 1979 by four per cent 
in real terms (nominally 20 per cent). 

What is more important, however, is 
the structural change during the past 
ten years. In its latest monthly report, 
the Bundesbank pointed to an extremely 
heavy demaud for foreign goods. 

While imports of finished products 
amounted to a mere 25 per cent of over¬ 
all imports in the mid-1960s, the propor¬ 
tion has now risen to 40 per cent. 

There can be no mistaking the fact that 
this development reflects not only the 
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gratify ingly progressive international 
division of labour—especially among the 
industrialised countries— but also the loss 
of competitiveness of German industry. 

This is particularly evident in the fact 
that roughly 25 per cent of newly regis¬ 
tered cars now come from Japan. In 1960 
the proportion of Japanese cars was a 
mere 10 per cent. 

The same applies to pocket calculators, 
watches, cameras and many other goods. 
Seventy per cent of all shoes sold in 
this country are foreign made; three out 
of four Germans wear foreign-made 
* shirts. The ratio for trousers is two out 
of three. The same goes for ladies’ 
blouses. The overall import quota now 
accounts for about 30 per cent of GNP, as 
opposed to 24 per cent two years ago. 

This influx of imported goods has en¬ 
abled the consumer to buy more cheaply, 
thus representing a genuine division of 
labour progress in terms of classical foreign 
trade theory. 

Frankfurter Allgemeine 


Taiwan’s Rising Oil 
Import 


Taiwanese morchandisf exports in the 
first half of 1980 were 24.5 per cent above 
their year-earlier level. Although overall 
demand in major overseas markets has 
weakened, owing to recession, political 
and economic disturbances in Korea, 
Taiwan’s key competitor, have enabled it 
to increase its market share and penetrate 
non-traditional markets. Total export 
earnings this year are expected to exceed 
$18.5 billion, although merchandise 
imports arc increasing even more quickly, 
mainly because of rising oil prices. Conse¬ 
quently, Taiwan may incur a small trade 
deficit this year - the first since 1975- 
while the current-account balance is 
likely to shift from a position of slight 
surplus in 1979 to a deficit of about $1.5 
billion. Given Taiwan’s substantial 
reserves and ample international credit 
lines, the shortfall will be relatively easy 
to finance. Next year, the anticipated 
upturn in the world economy should re¬ 
turn the trade balance to surplus, but it 
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may take a while longer for the current 
account as freight charges keep climbing 
and Taiwanese tourists abroad continue 
to outspend foreigners visiting Taiwan. 


Brazilian Exports 


After a string of monthly trade deficits 
so far this year, Brazil posted a merchan¬ 
dise surplus in May, the first monthly 
surplus since 1978. The trade account 
was in the black by a total of US $10.5 
million for the month, with exports of 
$1.94 billion and imports of $1.93 billion. 
The country’s cumulative trade balance 
for the first five months, however, stands 
in deficit by $1.81 billion. Although ex¬ 
ports have risen at a 34 per cent annual 
rate during the first five months of 1980, 
imports have soared at a 50 per cent rate 
over the same period, placed by higher 
oil costs. The export performance has 
been surprisingly strong, given the slow¬ 
down in the world economic growth, but 
greater restraint is clearly needed on the 
import side. Recognising this need, the 
Government has just requested a new 
$1.1 billion reduction in public-sector 
imports and a $26 billion cut in spending 
by State companies. Such restrictions, 
coupled with the hoped-for slowdown in 
overall demand, should reduce future 
import needs. But Brazil will still be 
hard pressed to keep its 1980 trade deficit 
as low as the $2.7 billion of 1970. 


French Commitment 
to Curb Inflation 


The French budget proposals for 1981 
signal no change in economic policy. A 
reduction in inflation remains a priority. 
To this end, a restrictive monetary policy 
will be pursued in support of a firm 
franc. The budget deficit is projected at 
29.4 billion francs next year, compared 
with an expected shortfall of nearly 40 
billion francs in 1980. At the same time, 
however, a series of measures will be 
implemented to help ease the impact of 
recession. In each of the next five years 


companies will be able to deduct 10 per 
cent of their investment expenditures 
from taxable profits. Tax thresholds will 
be raised in line with inflation to protect 
individuals from real growth in their tax 
burdens. The Government has already 
announced a one-time increase in child 
allowances and pensions costing one 
billion francs. In addition a one-billion 
franc support package has been directed 
at the export sector. The authorities are 
hoping that these measures will secure 
1.6 per cent real GDP growth in 1981, 
compared with the official projection of 
2.2 per cent growth this year. They also 
anticipate that inflation will average 10.5 
per cent in 1981 and drop to 9.5 per cent 
by year end. 


Portuguese Economic 
Progress Uneven 


Thi: 1970s proved to be a decade of tur¬ 
bulence for the Portuguese economy. In 
the ten years prior to the revolution of 
1974, Portugal’s economy was one of the 
world's fastest growing, with per capita 
income rising at an average annual rate 
of 7.1 percent. Economic policies were 
conservative and non-interventionist, pro¬ 
ducing both fiscal and balance-of-pay- 
ments surpluses. 

The 1974 revolution, however, wrought 
significant economic, as well as political, 
change. The laissez-faire approach was 
abandoned, replaced with comprehensive 
nationalisations, land reform, legalisation 
of trade unions, and the establishment of 
minimum wages. 

By 1975, wages had accelerated sharply, 
with productivity failing to keep pace. 
Investment plummeted, as did both 
exports and imports. Public and private 
consumption, however, grew substantially. 
The net result was a current-account 
deficit of about $800 million in 1975—in 
contrast to a surplus just two years ear¬ 
lier—and real GDP growth bottoming 
out at a negative 4.7 per cent. 

An economic recovery in 1976-77 saw 
Portuguese industrial production revive, 
while wage demands moderated in the 
face of rising unemployment. The 6.5 
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pet cent tea! GDP growth recorded m 
both years, however, was accompanied by 
a sharply widening current-account deficit 
and accelerating inflation. A current- 
account gap of $1*3 billion was posted in 
1979, with a year-average inflation rate of 
18.2 percent. 

The balance-of-paymonts stress trigger¬ 
ed a IS per cent devaluation of the escu¬ 
do against the dollar in February 1977, 
along with import quotas, tighter price 
controls, and higher interest rates. These 
were followed in August 1977 by further 
monetary tightening and the introduction 
of “crawling peg” devaluations of one per 
cent per month. Still, 1977 saw a current- 
account shortfall of $1.5 billion, with a 
jump in the average inflation rate of 27.3 
per cent, partly because of a fiscal policy 
that continued expansive. 

Reasonable Success 

Portugal's pressing need to finance its 
current-account deficit precipitated heavy 
international borrowing. Several OECD- 
member nations agreed to lend substan¬ 
tial sums, subject, however, to Portugal's 
adoption of a new stabilisation programme 
drawn up under the auspices of the Inter¬ 
national Monetary Fund. The adjust¬ 
ment programme unveiled in May 1978— 
essentially one of monetary restraint and 
exchange-rate adjustment—called for a 
farther seven per cent devaluation and a 
boost in the monthly escudo devaluations 
to 1.25 per cen^for 12 months, higher in¬ 
terest rates and taxes, slower money 
growth, and a cap on wage increases. 

The policies were reasonably successful 
and produced a slowdown in real GDP 
growth to 3.2 per cent in 1978. Mone¬ 
tary growth eased, the year-average rate 
of inflation fell to 22.1 per cent, and the 
current-account deficit was halved. 

In 1979, the Government’s stabilisation 
efforts were rewarded with a small surplus 
on current account, the first since 1973. 
It was largely the result of a policy of 
monetary restraint sustained for most of 
the year that dampened domestic de¬ 
mand. But an expansive fiscal budget 
swelled domestic credit late in the year, 
which combined with higher oil prices to 
push the average annual inflation rate 
back up to 24.2 per cent. 

The economic scene this year has been 
overshadowed to a large degree by politi¬ 


cal uncertainty. The recent victory of 
the Sa Carneiro Government in the 
October 5 general elections means that 
liberalisation of the economy is more of 
a possibility. This would ultimately entail 
encouragement of private enterprise, a 
halt to the military's involvement in 
Government, and agricultural and labour- 
law reform. 

In the interim, the Government has 
had further success in battling inflation. 
The annualised rate has fallen to less 
than 20 per cent (a year-over-year rate of 
17.5 per cent was posted in July), owing 
to a six per cent revaluation and a reduc¬ 
tion in the crawling peg devaluations, and 
higher consumer subsidies. Nonetheless, 
domestic money growth continues to 
advance at an annual pace in excess of 
35 per cent. This combined with a 
number of postponed public-enterprise 
price rises, promises another upturn in 
inflation in 1981. 

Redeeming Feature 

The externa! accounts have remained 
relatively healthy this year, despite a 
rapidly escalating oil import bill. The 
current account is thus expected to 
deteriorate only slightly—from a position 
of small surplus in 1979 to a deficit of 
between $600 and $900 million. 

The hoped-for resurgence of private in¬ 
vestment—particularly foreign—appears 
unlikely under present circumstances, and 
greater latitude for privare-sector activity 
has been vetoed by the Military Council. 
Consequently, real GDP growth in 1980 is 
not expeoted to reach the targeted 3.5 
per cent; it will more likely be in the 
range of 2} per cent. Moreover, the new 
fiscal budget demonstrates that public 
expenditures have yet to be restrained, 
with the deficit set to rise to nearly 12 
per cent of GDP in 1980, as against 6.9 
per cent in 1977. 

On balance, Portugal has made sub¬ 
stantial economic progress since its adop¬ 
tion of stabilisation policies in 1977—in 
the external-payments area and in the 
repayment of large amounts of short-term 
debt. A major challenge is to reduce the 
underlying inflationary pressures by 
avoiding overstimulation of the economy; 
and the key is to curtail public expendi¬ 
tures. 

Source ; International Finance. 


Singapore’s Industrial 
Strategy _ 

Singapore’s new industrial strategy appear, 
to have got off to a good start. Gross 
National Product grew by a real nine per 
cent in 1979, the first year of the plan's 
implementation. Manufacturing, which 
critics of the plan thought would be hurt 
by the strategy’s high-wage policy, posted 
a real gain of 14 per cent. The infla¬ 
tionary impact of higher wages was largely 
oflset by productivity gains and a strong 
Singapore dollar and consumer price 
inflation was kept to four per cent. Pros¬ 
pects for 1980 remain bright, despite the 
increasing economic weakness in the 
West. Manufacturing is expected to conti¬ 
nue to provide the major stimulus. Step¬ 
ped-up oil exploration has firmly boosted 
the shipbuilding and industrial machinery 
sectors; and the electronics industry is 
undergoing a technological upgrading in 
response to the high-wage policy. Over 
all, real economic growth of eight per 
cent and inflation of about 6.5 per cent 
are expected for 1980. 

Kenya’s Price 
Mechanism _ 

Kenya's cuRRENT-account deficit looks 
set to expand to well over $600 million 
this year from $455 million in 1979. Ex¬ 
port earnings continue restrained by the 
weakness in coffee prices; and tea prices 
are only marginally above those last year. 
Imports, on the other hand, are climbing 
steadily. The crude oil import bill could 
reach $500 million, with earnings from 
the export of oil products sufficient to 
offset only part of the jump. Thus, the 
net oil deficit may hit $300 million, versus 
$183 million in 1979. Responding to the 
rise in imports, the Government replaced 
quantitative import controls with tariffs at 
mid-year. It also raised the export com¬ 
pensation for all manufactured goods 
from 10 per cent to 20 per cent. While 
these measures should have import- 
dampening and export-promoting effects 
similar to a currency devaluation, the 
prospect of import duties contributing to 
higher domestic prices is likely to negate 
some of the intended benefits* 
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Point of View 
\ - 

Cybernetics of Communication 

Navln Chandra Joshi 


A manager's personal effectiveness varies according to his ability 
to communicate.' The author describes the various systems of 
communication which can be adopted. Participative practlces v sensing 
units and feedback are some of the media for effective 
communication. A wise manager knows how to live with rumour and 
make a constructive use of it. 


*Commi nication, as fundamental to all 
managerial functions, involves transmis¬ 
sion of ideas, information and directions 
for achieving an identity of mind amongst 
people in. an organisation through their 
various thought processes. An effective 
communication system develops an under¬ 
standing of individuals, their needs, 
points of view and reasons for their deci¬ 
sions and actions. Holding back infor¬ 
mation, delaying and evading answers to 
employees* questions and suggestions 
serve only to destroy the confidence of 
employees. If there is a breakdown in 
the communication system, it has a strong 
effect on group and individual behaviour. 
People then develop a distorted view of 
what others aie doing. In the process, 
apathy towards top management gets 
multiplied and the tendency to hostility 
gets reinforced. It is, therefore, that com¬ 
munication and hostility interact upon each 
other. Breakdown in communication 
fosters hostility and hostility interferes 
with communication. It is in this way that 
each of them becomes self-reinforcing. 

Good communication is a science as 
well as an art. The art is the one per 
cent inspiration, and the science is the 
ninety nine per cent perspiration, to adopt 
Edison’s remark about genius. Commu¬ 
nication is tied up with the general prob¬ 
lem of executive effectiveness and is a key 
factor in the area of human relations in¬ 
side the business and of public relations 
outside. A manager’s personal effective¬ 
ness varies according to his ability to 
communicate. The extent to which com¬ 
munication can be helpful in promoting 
healthy subordinate and superior relations, 
depends on what systems, channels and 
media of communication ace followed, 


and how skilfully they are actually used. 
At present, there are many systems in use 
and of these communications by line, 
staff and functional authority are impor¬ 
tant ones. 

Scalar Principle 

Communication by line authority is 
based on the Sca'ar principle according to 
which it is based on the superior-subordi¬ 
nate relationship from top management 
downwards to every position in the orga¬ 
nisational structure. Communication is, 
therefore, passed from top to bottom in 
a vertical process on hierarchical lines, 
and generally follows the pattern of com¬ 
mands or directions. When a specialist 
m the staff capacity communicates, he 
does it with a view to helping the manager 
in taking decision on certain matters. 
Such a communication is not a command 
or direction but is only a suggestion or 
advice. If the specialist is authorised to 
command or direct the operating force in 
his own capacity, he is said to communi¬ 
cate as a functional authority. 

Today, the organisational structure of 
most of the enterprises is complex, in¬ 
volving several layers of supervision, long 
communication lines and relations of staff 
to line. One way of removing the com¬ 
munication barrier is by reducing these 
levels and, consequently, increasing the 
span of management. Alternatively, self- 
contained operating units may be carved 
out within an organisation so that deci¬ 
sion-making is brought nearer to actual 
operation in separate units of an organi¬ 
sation. This will help in shortening the 
organisational distance. 

For a successful communication system. 


it is necessary thut management must con¬ 
sider the best possible channels and the 
most effective ways to overcome the bar¬ 
riers. For example, participative prac¬ 
tices, such as the committee system, may 
be used. Likewise, agencies like the 
liaison men, expeditors, sensing units, etc., 
may be used for performing the staff work 
for communication purposes. Feed¬ 
back communication is equally important 
for the executive to know whether or not 
he is understood. In other words, a suc¬ 
cessful communication requires him to 
be sensitive to the world of persons who 
receive his message. Ibis is necessary 
particularly in the case of oral communi¬ 
cations. As man is supposed to be poor 
transmitter of ideas, in oral transmission 
through different layers of the organisa¬ 
tion, errors are not only compounded but 
distortions occur due to ‘protective screen¬ 
ing’ when a communication flows up and 
down a channel of command. In order 
communication, it if not the words but 
the light in one’s eyes that reflects the 
degree of understanding. Hence, it involves 
an abundant amount of understanding 
the psychology of people with whom exe¬ 
cutives communicate. 

‘Grapevin*' Channel 

In a company there are always informal 
types of communications, often called 
the ‘grapevine’ which are a natural out¬ 
growth of the total communication system 
in an organisation. The grapevine lacks 
order in its make-up and is generally 
based on misinformation or lack of in¬ 
formation or on versions with or Without 
truth. This is an information for the 
management to know how people fed 
about certain situations. This may also 
help the management in taking decisions 
and also workers to develop interest in 
their work. In the absence of a suitable 
channel of communication, it supplements 
the normal channel of communication. 

In other words, the social interaction 
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of members of an organisation automati¬ 
cally creates a grapevine affording an out¬ 
let for imagination and for releasing ap¬ 
prehensions. Ultimately, the grapevine 
gets identified with rumours although it 
may as well offer a superior insight into 
what the subordinates think and feel. 
Management should, therefore, acknow¬ 
ledge the grapevine’s presence in order 


to make a good use of it. In fact, the 
management can no more eliminate the 
grapevine than it can abolish the informal 
organisation. It is unrealistic to expect 
that rumours can be stamped out. The 
grapevine is bound to exist and flourish 
in every organisation representing, as it 
does, a substantial portion of the chan¬ 
nels of communication. The wise manager 


knows how to live with it and to make its 
constructive use. He knows how to deal 
with it and in order to be able to deal 
with it, he tunes in on the grapevine to 
learn what it is saying. An approach 
such as this will help in taking action for 
scotching false rumours in time. As a 
result, the formalised channels of commu¬ 
nication can also be strengthened. 


Coffee Industry Has Bright Future Dr. P.N. Reddy 


India’s exports of coffee have increased in volume by 73 percent 
during the past nine years yet the value realised has risen by about 
700 per cent. Coffee plantation has certain problems one of which 
is the small size of most of its estates which are not amenable to 
increase in productivity. The Indian Coffee Board is concentrating 
its efforts on helping these small estates with modern technology, 
imports and finance. According to a perspective plan coffee 
production is scheduled to rise to 200,000 tonnes in the year 2000 from 
the current production of 120,000 tonnes. The author is Associate 
Professor, Department of Commerce and Management, Bangalore 
University. 


Among thi: plantation crops, next to tea, 
coffee occupies the most important 
position in India’s economy. It is a source 
of revenue to both Centra! and State 
Governments through taxes and excise 
duties. Further, it is a valuable exchange 
earner. It provides regular employment 
to about five lakh people on production 
side and in related industries such as 
coffee curing, roasting, packing, etc. 

Coffee industry is mainly concentrated 
in the three southern States of Karnataka, 
Kerala and Tamil Nadu and among 
these States, Karnataka occupies a pre¬ 
dominant place. As Table 1 indicates 
Karnataka accounts for 54.5 per cent, 
Kerala for 27 per cent, Tamil Nadu for 
17 per cent and other States account for 
1.5 per cent of the total land under coff ee 
cultivation. It may be noted here that 
India produces two varieties of coffee, 
viz Arabica and Robusta. While Arabica 
accounts for 54 per cent, Robusta 
accounts for 46 per cent of the total area 
under coffee cull i vat ion. Table 1 shows 
that Kerala has concentrated on Robusta 
cultivation while other States prefer 
Arabica. 

Particulars regarding the si/e of estates 
are given in Table II. This table shows 
that there are 90,772 coffee estates con¬ 
sisting of 84,366 states of below four 


hectraes, 4,387 estates of four to ten 
hectares and 2,019 estates of above 10 
hectares. One significant feature of the 
size of estates is that while the estates of 
below four hectares account for 93 per 
cent of the total estates, the estates of 
the size of four to ten hectares and the 
esiates of above 10 hectares account for 
4.8 per cent and 2.2 per cent respectively. 
The small estates of below four hectares 
are uneconomic. They suffer from certain 
handicaps in the matter of cultivation, 
cultural operations, applying of manures, 
processing, finance, transport etc., and 
naturally, their yield is low and cost of 
production higher when compared to big 


estates. Partition of holdings due to 
various causes such as succession, volun¬ 



Table I j 

Land Under Coffee in 1977-78 Season 



(In hectares) 

States 

Arabica 

Robusta Total 

Karnataka 

69,990 

34,557 104,547 

Kerala 

2,757 

48,951 51,708 

Tamil Nadu 

27,650 

5,259 32,909 

Non-lradi- 

tional 

2,952 

132 3,084 

Total 

103,349 

88,899 192,248 

Source: Coffee Board, India 


tary sale and forced sale during depres¬ 
sion, the land policy of the Seale Govern¬ 
ments to grant only small holdings to 
new settlers and restrictions on the ex¬ 
pansion of big esiates must have contri¬ 
buted for the predominance of small 
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] Table II ! 



Large and Small 

Holdings as on 31-3-1978 





Number of Estates 


State Below 4 hectares 4 to 10 hectares Above 10 hectares 

Total 

Karnataka 

24070 

3217 

1510 

28797 

Tamil Nadu 

13978 

632 

283 

14893 

Kerala 

45679 

537 

208 

46424 

Other States 

639 

1 

18 

658 

Total 

84366 

4387 

2019 

90772 


Source: Coffee Board, India 
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large number of small estates is considered 
ya drag on the progress of coffee industry, 
\hey cannot be amalgamated because 
of their social and economic importance 
to the rural economy of India. 

From Tabic III it will be seen that 
during the year 1979-80, the total produc¬ 
tion of coffee was 1,20,000 tonnes consis¬ 
ting of 53.3 per cent Arabica and 45.7 per 
cent Robusta. It also reveals that coffee 
production has increased from 68,948 
tonnes in 1971-72 to 1,20,000 tonnes in 
1979-80 accounting for an increase of 
74 per cent. Further, while the increase 
A in Robusta coffee is 45 per cent, the 
increase in Arabica is about 124 per cent 
duting the period under mention. The 
increase in production is due to replant¬ 
ing, increase in area under cultivation 
and increase in productivity of particularly 
small estates during this period. 

Tabic IV indicate that the yield 
per hectare has increased from 498 



Tabu 
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Production of Coffee 




(In tonnes) 

Season 

Arabica 

Robusta 

Total 

1971-72 

44030 

24918 

68948 

1972-73 

61853 

29219 

91072 

1973-74 

44066 

42322 

86388 

1974-75 

62646 

29860 

92506 

1975-76 

49635 

34347 

83982 

1976-77 

64944 

37304 

102248 

1977-78 

48800 

66200 

125000 

1978-79 

64500 

45500 

110000 

1979-80 

64000 

56000 

120000 


Tabic IV 


Average Yield Per Hoctare 

_ 

Season 

Aiabica 

Robusta 

Total 


On kg) 

(in kg) 

(in kg) 

1971-72 

532 

448 

498 

1972-73 

703 

497 

620 

1973-74 

488 

646 

555 

1974-75 

688 

459 

592 

1975-76 

507 

466 

490 

1976-77 

646 

425 

543 

1977-78 

569 

715 

650 

Source; Coffee Board, India 
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counting tor an increase of 30 per cent. 

Increase in the yield is largely due to 
the efforts of the Indian Coffee Board 
through its various departments such as 
development, research, extension service, 
finance etc. 

Domestic consumption of coffee is 
about 50,000 tonnes per year which 
comes to about 45 per cent of the total 
coffee produced in the country. Per 
capita coffee consumption in India is 
only 0.08 kg which is one of the lowest 
m the world. The reason is that coffee 
consumption is popular only in southern 
States consisting of about 25 per cent 
of the population of India. 

Regarding exports of coffee, we can 
observe fiom Tabic V that 61,692 tonnes 
of coffee were exported in 1979-80 as 
against the export of 35,695 tonnes in 
1971-72. The value realised for the ex¬ 
port of coffee during this period has 
increased from about Rs 22 crores to 
about Rs 178 crores. One significant 
feature of our coffee exports during the 
period 1971-72 to 1979-80 is that while 
exports have increased by about 73 per 
cent, the value realised has increased by 
about 700 per cent. This is all due to the 
considerable rise in the prices of coffee 
in the world market in recent years. 

Role of Coffee Board 

The Indian Coffee Board which is the 
apex of the organisational structure of 
the coffee industry plays an important role 
m its development It has taken a num¬ 
ber of promotional measures such as, 
supplying of manures and pesticides to 
coffee estates at reasonable prices, pro¬ 
moting agricultural and technological 
research in the interest of coffee industry, 
providing extension service to convey the 
fruits of research to the coffee planters, 
promoting consumption of coflfee in India 
and abroad, regulating the distribution 
and price of coffee, etc. During the last 
few years, the production in the small 
grower sector has increased by more than 
50 per cent largely due to the efforts of 
the Coffee Board. It also provides 
subsidy and loans to growers for coffee 
expansion. 

The Coffee Board has prepared a pers¬ 
pective plan for the development of this 
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Tabu V 
Exports of Coffee 


fiscal 

year 

Quantity 

in 

tonnes 

Value realised 
Rs 

l'O.B. 

1971-72 

34,695 

22,07,18.82L5 

1972-73 

50,855 

33,92,96,908 

197.3 74 

42 688 

46,01,30,467 

1974-75 

49,467 

61,35,51,025 

1975-76 

59,386 

66,65,26,957 

1976-77 

50,558 

125,75,18,476 

1977-78 

55,827 

230 45,89,803 

1978-79 

66,216 

157,45,72,318 

1979-80 

61,692 

178,03,34,605 

Source. Coffee Board, India 


plantation crop upto 2000 AD. The 
targets of production envisaged in the 
perspective plan are to be achieved 
through (a) increasing the existing pro* 
duction of the small grower sector and 
low-yielding pockets in the large holdings 
through various extension and develop¬ 
mental measures; and (b) expansion of 
coffee area m traditional [and non-tradi- 
tional States. These measures are ex¬ 
pected to raise the total coffee area by 
2000 AD to three lakh hectares from the 
existing level of 1,94000 hectares and 
the production to two lakh tonnes from 
the present level of about 1,20,000 tonnes, 
to meet the internal and external demand 
projected by the Coffee Board. To 
achieve the target envisaged in the pers¬ 
pective plan, expansion programmes in 
all the coffee growing States are under 
way according to a time schedule. The 
Coffee Board is piovjdmg technical infra¬ 
structure to assist the various coffee 
growing States m implementing the ex¬ 
pansion programme. 

In the international field, India has 
emerged in the recent past as an important 
spokesman for the stabilisation of prices 
to ensure icmunerative return to the 
growers and fair puces to the consumer. 
Though India is not >et reckoned o$ a 
major coffee producer it has been offer¬ 
ed twice the Vice-chairmanship of the 
International Coffee Organisation, In its 
own interest India has been maintaining 
constant rapport with the other important 
coffee growing countries to strengthen 
the industry in all its aspects. 
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FOR RURAL DEVELOPMENT 



I.T.C. Limited 


Excerpts from Chairman's Speech at the 69th Annual General Meeting 


A. INTRODUCTION: 

Ladies and Gentlemen, on behalf of the Board 
of Directors. I welcome you to the 69th Annual 

‘ General Meeting of your Company. 

We are meeting today when India’s economy is 
facing the severest stresses and strains ever. 
These have arisen because of what in economic 
language are called "Vicious Circles.” The first 
— "Imported Inflation" The second — Infra¬ 
structure Deficiencies". The third — "Efficient 
Returns on Investment". The fourth - "Short¬ 
ages Without Competition". The fifth - High 
Cost Economy". The sum total of these is Low 
Production and High Inflation. The result of this 
is threefold. Firstly, encouragement to the 
parallel economy Secondly, the lowering of 
demand causing cull higher taxation. Thirdly, a 
restriction on consumption and thus a lowering 
Of standards of living 

I submit that this challenge can be best faced 
by taking an example from "Japan Incorporated" 
in which every sector of the National polity and 
every citizen work In harmony for the common 
good. 

B. CORPORATE RESULTS REVIEW: 

The Report of the Directors is already with you. 
It will be seen that ITC has completed another 
satisfactory year. I would like to emphasise a 
few features of the Corporate Performance: (1) 
The Turnover compared with last year is Rs. 35 
crores higher at Rs. 456 crores. but of this as 
much as Rs. 318 crores is accounted for by 
cigarette excise and other duties. (2) Profits 
bolstered by the diversifications improved from 
pre-tax of Rs. 12.46 crores to Rs.13.61 crores 
and post tax from Rs 4.63 crores to Rs.5.60 
crores. (3) To improve liquidity and self-financing 
the internally generated retentions have been 
recommended at Rs.5.80 crores — Rs.1.27 
crores higher than the previous year. (4) A 
second Bonus Issue in two years of 1:5 has 
been possible and this will be made shortly as 
all approvals have been received. (5) The foreign 
exchange earnings of Rs.33.47 crores remain 
amongst the highest of any single company in 
India enabling the Company to be recognised 
as having a major Export House Status. How¬ 
ever, the steep fall in India’s traditional Leaf 
Tobacco exports is a most serious concern and 
immediate governmental measures are ne¬ 
cessary to reverse this trend if it is not to become 
irreversible. ^ 

C. THE CURRENT YEAR * ILLEGAL STRIKE 
ACTION AT BANGALORE FACTORY: 

I would like to bring to the attention of the 
Government and our Shareholders the extremely 
serious disruption in production in the current 
year caused by the illegal strike at the Bangalore 
factory tor over 4 months with continuing reper¬ 
cussions. 

In pursuit of its established policy of negotiating 
on the Nationally desirable and the most pro¬ 
ductive basis, with the recognised union at each 
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unit, on 15.3.1980, an Agreement under Section 
18(3) of the Industrial Disputes Act was signed 
with the Recognised Union. 

This Agreement had the overwhelming support 
of approximately 1840 of a total strength of 2200 
workmen, who individually signed their accep¬ 
tance of the terms of settlement and the Agree¬ 
ment was implemented. 

However, two days later, on 18.3.80. a small 
section of the workmen along with outsiders, 
intimidated the workmen into staying away from 
the factory and not report for duty. 

It was only on account of widespread intimidation 
and violence on the part of this small group of 
ill-advised workers, along with outsiders, that 
most of the work force was unable to report for 
work for over four months. 

Finally, in proceedings commenced by the 
Unrecognised Union, the Hon ble Karnataka 
High Court pronounced judgement on 23.7.B0 
upholding the long term Agreement signed 
between the Company and the Recognised 
Union. The Government s decision prohibiting 
the strike called by the Unrecognised Union 
was also upheld by the Hon'ble High Court. 

Management have had no discussions nor have 
they at any time met with the Unrecognised 
Union. The illegal strike action was withdrawn 
by the Unrecognised Union on 28.7.80 and work 
in the factory has been resumed but so far 
production has been below normal 
The real sufferers in all this are the workers 
themselves, who, during this period, lost wages 
and benefits to the order of Rs.75 lakhs, or as 
much as Rs.4000/- per capita on an average. 
To the misery of the workers was added the 
loss of Rs.50 crores to the Government when 
deficit financing is having to be resorted to. 
Above all, the consumer had to face inconve¬ 
nience. severe shortages and artificially high 
inflated prices. 

In concluding this episode of the current year, I 
appeal to Government to take serious and 
immediate cognisance of such situations. 

D, AGRO-BASEO INDUSTRY FOR RURAL 
DEVELOPMENT: 

I will now turn to a specific facet of ITC related 
to the supreme National task of Rural Develop¬ 
ment. This would be possible with a pragmatic 
economic policy that encourages the furtherance 
of National Interests try being based on valid 
facts and available expertise. 

I would like to make two submissions. Firstly, 
that there is evidence to indicate, that it has 
been a dangerous assumption to believe that our 
historically and naturally endowed agro-based 
industries require anything but the greatest of 
nourishment and emphasis. Secondly, that 
sectoral compartmentalisation and "pets" which 
ignore the "bird in hand" can be both dangerous 
and harmful. 

Within the framework of these larger aspects, I 
believe that a company that is a leader in 1.3 


business and its practising Managers who have 
over the years produced results in conformity 
with National interests can rightfully claim to 
know more about, and have greater expertise 
of. the particular agro-based industry that they 
have successfully managed concurrent with 
meaningful contributions to the economy. This 
brings me to your Company’s main agro-based 
business of Cigarettes and Cigarette Leaf Tobac¬ 
co which has been neglected, ignored and is 
unfairly the hardest treated, recalled to mind 
only when the Budget figures indicate a revenue 
gap to be bridged. 

E. CIGARETTES AND CIGARETTE LEAF 
TOBACCO - AN AGRO-BASED 
INDUSTRY: 

Insofar as its Cigarette and Cigarette Leaf 
Tobacco business is concerned your Company 
endeavours to achieve its own commercial 
objectives by first recognising and contributing 
to the National Interests. These in the main are: 

(1) The well-being of the farmer and the rural 
community. (2) The management of the agricul¬ 
tural production of tobacco in such a way as to 
avoid the food crops cycle as well as the conser¬ 
vation of land usage with higher yields and better 
quality coupled with dry land farming earnings. 

(3) Maximising gainful employment both direct 
and indirect. (4) Earning foreign exchange, which 
is ? scarce resource, through exports in hard 
currency. (5) Mobilising progressively higher 
revenue for the Government. (6) Giving the 
consumer good quality and value including the 
safeguarding of his interests related to the social 
issues. In India the bulk of tobacco consumption 
is in the form of bins and hookah and virtually 
no research has been done — laboratory, clinical 
or statistical — to establish any relationship 
between smoking and health, but if the basis of 
action being taken in the West is to be adopted 
in India, then it is submitted that logically all 
forms of smoking need to be examined and 
brought into the ambit of legislation. There is 
no reason why cigarette smoking alone should 
be discriminated against as it is now in the case 
of taxation as well. 

In furtherance of these objectives, which I am 
sura are objectively unquestionable, the Ciga¬ 
rette/Cigarette Leaf Tobacco Industry and your 
Company have made repeated representations. 

It can be shown, that the proposals that have 
been made are economically sounder and 
socially preferable to the prevailing economic 
approach which, while unwarrantedly assumed 
to be most acceptable for raising revenue, is 
generating circumstances that, viewed from the 
National perspective, are economically adverse 
and contrary to Government’s own interest. 
Furthermore, these proposals, while achieving 
the desired objectives, have several other ad¬ 
vantages such as: (1) Less price burden and 
inflation for the public and yet better quality < 
and value. (2) Increased production and greater 
employment. (3) A high economic multiplier 
impact, to name only a few » ' 
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I would now like to examine the situation as it 
prevails as a result of the impact of the present 
economic approach, To begin with, there has 
been a very considerable increase in Govern¬ 
ment Revenue, t submit that even higher revenue 
would have been and is possible with a pragmatic 
rationalised excise structure, 

0 

1, The farmer has neither the incentive to 
improve yields and quality nor the outlets for 
sale for quality tobaccos. There is a general 
misconception that by restricting domestic 
consumption, more tobaccos will be available 
for export. The fact Is, however, growth in 
exports can only take place if the domestic 
base not only expands side by side but also 
utilises the same styles and is in a position to 
absorb the fall out. In such a situation the 
excise policy Is extremely harmful for the 
farmer and this is sought to be corrected by 
economically and commercially unsound 
measures. 


2. Given consumer inability to afford higher 
prices and punitive cigarette excise duty rates, 
the domestic manufacturer is unable to pay a 
higher price for tobacco. Consequently, the 
farmer and the merchant, in order to recover' 
in the aggregate, have to rely heavily on 
exportable grades. This has resulted In Indian 
Tobaccos getting over priced and uncompe¬ 
titive in the international market. With relatively 
poor returns, the farmer has little incentive 
to improve cultural practices or invest in 
fertilisers, pesticides and improved methods 
of curing and grading. Therefore quality and 
yields have shown no improvement. 

India produces only Filler Tobaccos and in 
order to create a consistent demand for Indian 
Tobaccos, it is desirable that price and quality 
are made favourable, particularly in the 
context of large surplus stocks of unsold Flue 
Cured Virginia Tobaccos in the main tobacco 
producing countries. Additionally, a host of 
levies such as Export Duty, Agricultural Market 
Committee Cess, Tobacco Product Cess, 
Agmark Label Charges, Tobacco Board Cess, 
Agricultural Produce Cess, Octroi and Entry 
Taxes, etc are not only sources of cost to the 
' export customers but also a great source of 
irritation. 

The result of all these factors has been to 
bring exports of Indian Cigarette Leaf Tobac¬ 
co, down from 93 million kgs in 1972/73 to 
©5 million kgs now. India’s share in the world 
tobacco market has fallen from 7.5% to 5% 
and is rapidly declining with competition. 


3. The combined impact of deteriorating quality 
and artificially increased export prices, are 
- now recoiling, with a serious drop in foreign 
exchange earnings, 

4. Whilst the restoration of the domestic cigarette 
industry to a state of health and viability would 
inevitably be the main plank of improving the 
lot of the tobacco farmers and obtaining for 
them more remunerative prices, there are a 
few other steps that need to be taken to 
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that to maintain indfaft position Jn the Inter* 
national Tobacco Market, there is no choice 
but to improve our gr$djqg„eurirtg. threshing 
and transport operations and modernise our 
leaf tobacco industry. 

5. The mobilising of revenue, hashed the serious 
adverse economic consequences just men¬ 
tioned and, parallel with this, inflation has been 
generated with the public now paying on 
average Rs.1.07 per packet of 10 cigarettes 
compared with Rs.0.48 Just a decade ago. 
Furthermore, while putting a premium on 
exports of cigarettes from India, around 300 
million cigarettes are smuggled in each year, 
resulting In an unnecessary outflow of foreign 
exchange of around Rs.5 crores with concur¬ 
rent loss of revenue to the Government of 
between Rs.10 and Rs.12 crores per annum, 

6. The growth of the cigarette industry has been 
curtailed to 28% over the last decade compared 
with an increase of 9736 for biris in the same 
period. The result has been not Just the closing 
of opportunities for organised sector employ¬ 
ment but of forcing the industry to reduce 
employment and function on around 60% of 
the installed capacity. 

7 The Government have Indicated a policy 
whereby they would like to see increasing 
production of filter cigarettes in India which 
account for only 23% of the total consumption 
compared with around 90% elsewhere. Despite 
this the taxation measures are such that they 
encourage the production of plain cigarettes 
compared with the filter version. 

Regrettably, there are also certain myths that 
are in existence that need to be done away 
with. The most prevalent of these are: (1) The 
domestic use and export Tobaccos are separate 
entities when the plant is one and the same. (2) 
The smoker gets used to a particular brand of 
cigarettes, so will continue to buy, and revenue 
improves. The converse of a very high level of 
elasticity of demand is true. (3) The cigarette 
industry is affecting biris and rural employment 
will bo affected; quite the contrary is what 
prevails. 

G. THE CIGARETTE AND LEAF TOBACCO 
AGRO-BA8ED INDUSTRY IS IMPORTANT 
TO THE ECONOMY AND FOR RURAL 
DEVELOPMENT: 

As one who can claim to be knowledgable in 
the business with 32 years of experience. I have 
considered it my duty, in the country’s interest, 
to place before the Government and Share¬ 
holders the true state of affaire so that a national 
economic policy for the tobacco industry may 
be considered and evolved, t submit that the 
industry warrants such an approach, considering 
it covers activity from the seed to the consumer, 
including export consumers and thus has a span 
of backward and forward linkages of a range 
that is quite unique as with all agro-based 
businesses. 


With a pr0Aj$ion of nearly 450 million kgs of 
tobacco annually, India is the third largest^ 
producer in the world. Grown on 4.5 lakh ' 
hectares or only 0.2% of the country’s total 
cropped area, it fetches a value of Rs.350 crores 
or 1 % of the gross value of India’s agricultural 
output. It is significant that the bulk of this is 
grown on non-irrigated land and is not in compo* 
tition with the major food crops. Certain varieties 
of tobacco are drought resistant and provide 
the farmer with a secure means of Income in 
drought prone areas. The annual consumer 
spending or annual gross product of tobacco 
products is of the order of Rs.2700 crores made 
up of Rs.1300 crores in biris, Rs 850 crores in 
cigarettes and the remaining Rs.550 crores in 
cigars, cheroots, hookah, snuff and chewing 
tobaccos, etc. After petroleum, tobacco is the 
largest generator of government revenue which 
for 1979-80 is estimated at Rs,750 crores and 
of this the cigarette industry alone accounts for 
Rs.572 crores or nearly 75%. Leaf Tobacco 
exports have been around Rs,ll5 crores an¬ 
nually, of which 90% are cigarette varieties, and 
these are declining rapidly. 

The industry as a whole with its backward and 
forward linkages provides a livelihood for around 
5 million people, most of whom dwelt in the 
rural areas and are self-employed. Biris which 
outsell cigarettes by 8:1 account for 37% of the 
tobacco consumed, other forms of tbbacco 
products use up 38% and cigarettes, with one, 
of the lowest per capita consumption in the world 
of around 10 cigarettes per month, account for 
only 25% but produce the maximum economic 
benefits, are being seriously jeopardised, being 
the harshest treated and most grossly discrimi¬ 
nated against. 

In my humble opinion, much of what we have 
been doing in respect of this industry runs 
counter to the objectives.* 

H. CONCLUSION: 

In concluding my speech this Year 1 would just 
like to make three comments. 

I would like to thank every loyal employee in 
the Company, be he/she in Management pr 
otherwise, be he/she in the traditional business 
or the diversified ones, for such success as your 
Company has achieved is entirely due to their 
endeavours. 

During the 70 s your Company has witnessed 
its conversion to an Indian Company with growth 
due to diversification. 1 am sure you will agree 
with me that in this the Company has done a 
satisfactory job during the decade just comple¬ 
ted. 

Finally, the decade of the 80 s is likely to record 
further improvement over the 70 s with the 
growth of the existing traditional and diversified 
businesses and with, hopefully, further expansion 
of the Company in other activities both in the 
domestic areas as well as overseas. 


provide them further assistance. These are 
the speedy implementation of the Tobacco 
Leaf Purchase Voucher Scheme, introduction 
of Tobaoco Auction Platforms with the con¬ 
comitant infrastructure of statutory grade 
certification and finally the availability of credit 
^ on easy terms. Moreover, It will be apparent 
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focal on Industry 


Cigarette : Friend and Foe 


It is interesting to note that the Ministry 
of Agriculture is making consistent 
efforts to promote the quality and quan- 
tity of tobacco grown in this country. 
While the Ministry of 1 inance looks upon 
the cigarette industry as a trusted friend, 
at the same time the Ministry of Health is 
engaged in regulating, in its own way, the 
production and distribution of cigarettes. 

The Union Go\eminent provides grants 
to the State Governments and various 
implementing agencies for the develop¬ 
ment of tobacco. Moreover tobacco 
development schemes and tobacco exten¬ 
sion schemes of the Ministry of Agricul¬ 
ture are also in operation. 

The cigaiettc industry is the second 
largest souicc of excise revenue for the 
Government. In the past 10 years iherc 
have been no less than ten cigarette ex¬ 
cise duty revisions, which have raised the 
basic excise rates considerably. These 
frequent changes in cigarette excise rates 
have, of course, affected the cigarette indu¬ 
stry adversely, because its net realisations 
have been squeezed between rising costs 
and inability of the consumer to pay. 
The increase in excise revenue does not 
indicate the increased per capita con¬ 
sumption of cigarettes. The rise has 
come mostly from the ever increasing 

f - 


rate of excise duty. This country has 
a very low per capita consumpiton of 
cigarettes due to the high prices relative 
to per capita income and bidis outsell 
cigarettes by over 8:1. The Tobacco 
Excise Tariff Committee pointed out that 
the consumption of tobacco in this coun¬ 
try is much lower than elsewhere and 
that the “time is yet to come to inhibit 
tobacco consumption/* 

Along with some large manufacturers 
of branded bidis, there are thousands of 
small and cottage manufacturers. Admit¬ 
tedly, it is difficult to bring under the 
legislative purview these widely dispersed 
unknown ent ties and excise is levied on 
bianded bidis only. 

Mr A.N. Haksar, Chairman, IIC Ltd 
pointed out rightly that cigaiette being 
an agro-based industry, had encouraged 
rural development to a considerable ex¬ 
tent. This industry, he said, had made 
significant contribution in its own way. 
He stated that cigarette and cigarette leaf 
tobacco business endeavours to achieve 
its own commercial objective by first re¬ 
cognising and contributing to the national 
interests He said these, in the main are: 
(1) The well-being of the farmer and the 
rural community; (2) The management 
of the agricultural pioduction of tobacco 


Government Grants for Promotion of Tobacco 


State 

Grunt sanctioned 

Amount re- 

Expenditure 

made considerable strides. 


by the Govt, of 

leased by the 

(Rs) 

While the restoration of the domestic 


India (Rs) 

Govt of India (Rs) 


cigarette industiy to a state of health and 
viability would inevitably be the main 
plank of improving the lot of the tobacco 

Andhra Pradesh 

5,985,000 

5,842,000 

4,701,815 

Karnataka 

2,612,000 

2,591,000 

2,632.520 

farmers and obtaining for them more 

Uttar Pradesh 

177,000 

96,000 

99,060 

lemunerative prices. Mr Haksar said, 

Gujarat 

213,000 

117,850 

68,568 

there are a few other steps that need to 

Tamil Nadu 

204,000 

100,000 

62,277 

be taken to provide them further assist* 

Maharashtra 

55,000 

48,400 

56,028 

ance. These are the speedy implementa¬ 

Bihar 

60,000 

40,000 

56,716 

tion of the Tobacco Leaf Purchase 

Orissa 

56,000 

53,050 

38,203 

Vouchei Scheme, intioduction of Tobacco 

West Bengal 

56,000 

45,550 

49,430 

Auction Platforms with the concomit¬ 

Total 

9,399,000 

8,994,450 

7,64,617 

ant infrastructure of statutory grade certi¬ 
fication and finally the availability of 


Source* Agenda and Notes of 12th Meeting of Tobacco Development Council, 1979, 


in such a way as to avoid the food crops 
cycle as well as the conservation of land 
usage with higher yields and better qua¬ 
lity coupled with dry land farming earn¬ 
ings; (3) Maximising gainful employ¬ 
ment both direct and indirect; (4) Earn¬ 
ing foreign exchange which is a scarce 
resource, through exports in hard cur¬ 
rency; (5) Mobilising piogressivcly higher 
revenue for the Government; and (6) 
Giving the consumer good duality and 
value including the safeguarding of his 
interests related to the social issues. 

Mr Haksar pointed out that the situa¬ 
tion in India is quite diffeient, as the bulk 
of tobacco consumption is in the form 
of bins and hookah and virtually no 
rescan.h has been done- laboratory, clini¬ 
cal or statistical- -to establish any rela¬ 
tionship between smoking and health but 
if the basis of action being taken in the 
West is to be adopted in India, all forms of 
smoking need to be examined and brought 
into the ambit of legislation. 

Unfortunately the export of Indian 
cigaiette leaf tobacco have come down 
from 93 million kgs in 1972-73 to 65 
million kgs now and these include sub¬ 
stantial non-hard currency sales. India’s 
share in the world tobacco market has 
fallen from 7.5 per cent to 5 per cent and 
is rapidly declining further. During the 
same period some other countries such as 
Thailand, Korea, Malawi and Brazil have 
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STATE OF THE 
ECONOMY 


Central Loans 

The Centre’s third phase of 
market borrowings, announ¬ 
ced on October 14, is for 
two loans aggregating Rs 600 
crores through two reissues. 
With the usual procedure of 
retaining subscriptions upto 
10 per cent in excess of the 
notified amount, the Centre’s 
total market borrowings with 
this loans would come to 
Rs 1,775 crores against the 
budgeted Rs 2,500 crores in 
1980-441. 

The two new loans being 
floated arc: (!) 6.50 per cent 
Joan 1990 (second issue) to 
be issued at Rs 100.00 per 
cent and repayable at par 
on July 18, 1990; and (2) 
7.50 per cent loan 2010 (third 
issue) to be issued at Rs 
100,00 per cent and repayable 
at par on May 12,2010. 
Subscriptions to the above 
loans would be received in 
cash or cheque on October 
29 and 30. 

Earlier, in two instalments 
floated in May and July 
this year. Government net¬ 
ted Rs 1,115 crores after 
repayments of two maturing 
loans. There are no further 
maturing loans this year. 
With this Ibatation which 
would fetch Rs 660 crores, 
the total borrowings would 
go up to Rs 1,775 crores 
leaving Rs 725 crores to be 
raised in the remaining part 
of the financial year. 

Exchange Rates to be 
Regulated 

The Reserve Bank has 
decided to regulate foreign 
exchange rates quoted bv 
banks for customer TT busi¬ 
ness in certain specified 
currencies, with a view to 
bringing about ati overall 
reduction in the cost of 
foreign exchange business 


to exporters and importers. 
Accordingly, with effect 
from October 15, 1980, the 
banks will be required to 
quote TT selling and TT 
buying rates wihtin the spread 
limits indicated below in 
the order of name of cur¬ 
rency and maximum spread 
between customer rates for 
ready clean TT business 
from the mean TT rale 
(taking both sides together): 
US dollar: one per cent; 
Deutsche mark, Japanese 
yen, French franc, Swiss 
franc: 2j per cent; Dutch 
guilder, Australian dollar: 
no limit has been prescribed 
for other currencies, 

The banks are, however, 
required to keep the rate 
spreads to the minimum. Rates 
for business other than TT 
should be quoted as usual 
after loading interest, etc., 
factors at appropriate rates. 

Export and Import: 
Panels 

Conceding the demand 
from industry and trade for 
simplification of procedure, 
the Ministry of Commerce 
has decided to revive regional 
advisory committees on im¬ 
ports and exports which were 
wound up by the previous 
Government. A system of 
time-bound disposal of li¬ 
cence applications is also 
being introduced. 

Disclosing this at a con¬ 
ference of Collectors of Cus¬ 
toms and heads of import 
control offices recently. Com¬ 
merce Minister, Mr Pranab 
Mukherjee stated that assis¬ 
tance counters at the licensing 
offices would be strengthened. 
The time-bound disposal of 
licence applications would 
also be made known widely 
to the trade, he added. 

These measures were being 
taken, Mr Mukherjee ex* 


plained, because the Prime 
Minister had also expressed 
concern over the procedural 
delays and had directed 
that decisions on various 
issues should be expedited. 

Import control procedures, 
had, no doubt, been consi¬ 
derably simplified but there 
were still complaints about 
delays which could be avoi¬ 
ded. Better coordination bet¬ 
ween the Collectors ofCustoms 
and heads of import control 
organisations could go a 
long way in helping industry 
and trade. 

Panel on Tea 
Industry 

The Reserve Bank has 
constituted a nine-member 
committee, headed by Mr 
K.B. Chore, chief officer. 
Department of Ban 1* ing Opera¬ 
tions, to examine the problems 
relating to the financing of 
the tea industry. The commi¬ 
ttee is expected to submit 
its report within six months. 
The terms of icfcrence of 
the committee arc: to review 
the existing norms for provi¬ 
ding working capital to the 
tea industry as recommen¬ 
ded by the Reserve Bank to 
commercial banks in 1972 
on the basis of the report of 
the study group headed bv 
Mr B. K. Dutt. 

To review' the credit re¬ 
quirements of the tea industry 
in the wider context of the 
need to expand output to 
meet the sustained rise in 
domestic consumption without 
impinging on the exportable 
surplus. To inquire into the 
problems faced by the in¬ 
dustry in obtaining finance 
from commerica! banks, 
other financial institutions 
and the Tea Board. To consi¬ 
der other problems faced 
by banks in providing credit 
to the industry. 

Committee on 
Railway Finances 

Twelve members’ of the 
Lok Sabha and six members 
of the Rajya Sabha have been 
appointed members of a 
Parliamentary committee to 
review the relationship bet- 
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ween railway finance 
general finance, according 
an oficial press release. Tfttv. 
members of the committee^ 
are: Mr D.L. BaRa, 
Jyolirmoy Bo*u, Mr K.B«; 
Choudhuri, Mr, K. Maya*'; 
thevar, Mr Aiun Kuma* 
Nehru, Dr Vasant Kumar . 
Pandit, Mr Chintamdni; 
Panigrahi, Prof Naraiit/* 
Chand Parashar. Mi Tayyab 
Hussain, Pundit Kamlapait 
Tripathi, Mr R. Venkataru- 
mati and Mr Raghunath- 
Singh Verma tall fiom the 
Lok Sabha). 

The others are: Mr Sadn- 
shiva Bagaitkar, Mr V, , 
Gopalaswarnv, Mr Ram 
La khan Prasad Gupta, Mr 1 
F.M. Khan, Mr Mahendra 
Mohan Mishra and Mr 
Santosh Kumar Sahu (all 
from Raj Yu Sabha). 

The Chairman of the 
committee will be Mr D,L» 
Baita. 

Rupee-Pound Exchange 

The Reserve Bank of India ;’ 
on October 14, announced ' 
a downward revision of; 
the rupee by 0.54 per cent j , 
in relation to pound sterling " 
with immediate effect. The : 
buying and selling rates have f 
been so fixed as to give a mid* !; 
die rate of Rs 18.65 per 
pound sterling compared ' 
with the existing rate of Rs 
18.55. The new buying and 
selling rates for spot delivery 
are: buying-Pound stcrl* 

ing 5.3763 per Rs 100 (corres* 
ponding to Rs 18.60 per : 
sterling). !' 

Selling—Pound sterling 5.3476 
per Rs 100 (corresponding to 
Rs 18.70 per sterling). 

Jewellery Export 
Scheme 

The Union Government has V 
announced the new scheme 
for export of gold jewellery 
against gold supplied by £ 
foreign buyers. Under this P 
scheme, a minimum valued 
addition of 15 percent td I 
gold supplied by foreign 
importers of jewellery Will ; 
be necessary. The value 
addition will be calculated 
with reference to the value 
of the gold content in the 
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items exported, at the price 
notified by the Handicrafts 
and Handlooms Export 
Corporation (HHEC) at 
the beginning of each month. 
It has been clarified that 
exports made under this 
scheme will not be eligible 
for any other incentive. 

The HHEC has been 
mominalcd as the authority 
to operate the scheme. The 
export orders against which 
exports will be allowed will 
be those as are received direc¬ 
tly by this agency through its 
cligiVe associates. 

Minimum Price for 
Cotton 

The Cabinet Economic Affairs 
Committee fixed the mini¬ 
mum support price of 
kapas at Rs 304 per quin¬ 
tal for the 1980-81 cotton 
season. The price fixed is 
for fair average quality kapas 
of 320F/414F/J-34 varieties. 
The price of other varieties 
will be fixed on the basis of 
normal price differential bet¬ 
ween them. The minimum 
support price fixed last year 


was Rs 275. The Agricultural 
Prices Commission had re¬ 
commended a price of Rs. 
300 for this year taking into 
account the higher input 
pr.ees. The Cabinet has 
fixed a price higher than that 
recommended by the APC 
taking into account changes 
tn the price of diesel and 
other inputs effected later, 

Nobel Economics 
Prize 

The 1980 Nobel Econo¬ 
mics Prize was awarded to 
Prof Lawrence Klein of the 
University of Pennsylvania 
in the United States. The 
Royal Swedish Academy of 
Sciences awarded the 880,000 
crown (£ 212,000) prize for 
“the creation of econometric 
models and their application 
lo the analysis of economic 
fluctuations and economic 
policies." 

Professor Klein, 60, was 
born in Omaha, Nebraska, 
and has been professor at 
the University of Pennsyl¬ 
vania since 1958. 


“During the last three de¬ 
cades Lawrence Klein has 
proved to be the leading 
research worker within the 
field of the economic science 
which deals with the construc¬ 
tion and analysis of em¬ 
pirical models of business 
fluctuations,'* the academy 
said in its citation. He began 
his career in this field by 
publishing a treatise in 1950 
in which he attempted to 
specify numerically some 
different modes of the 
American economy during 
the period between the wars. 

In the following year he 
continued his research on 
this line and made several 
new models, the academy 
added. 

MRTP Act Amended 

The Monopolies ai.ti 
Rcslricitve Trade Practices 
Act has been amended through 
a Presidential Ordinance 
excluding the exports that 
have been effected by a 
company in determining the 
dominance oi monopolistic 
character of the undertaking. 


These changes have fceeil 
brought about to bring the 
MRTP Act in line with the 
recent changes announced 
in the industrial policy giving 
effect to some recommenda¬ 
tions of the Tandon Commi¬ 
ttee. 

The ordinance modifies 
the definition of the domi¬ 
nant undertaking given in 
Section 2 of the MRTP 
Act Clause (d). A new ex¬ 
planation has been added 
saying that in determining 
the question as to whether 
an undertaking is or is not 
a dominant undertaking the 
exports effected by a com¬ 
pany will be excluded from 
the total goods that are pro¬ 
duced by it or the total goods 
of that description that 
are produced supplied or 
distributed in India or any 
substantial part thereof. 

Similarly, a new explana¬ 
tion has been added to Clause 
(j) of Section 2 which defines 
a monopolistic undertaking. 
In this clause also an identi¬ 
cal explanatory clause has 
been added excluding the 
exports effected by a com- 
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pany from the total goods pro¬ 
duced by the company. 

\ These changes are inten¬ 
ded to boost exports. The 
changes in the industrial 
policy that were announced 
recently in this regard were 
made applicable to the MRTP 
companies also. The idea 
is to encourage the small 
and big companies as well 
in undertaking exports. 

Changes in Tea Act 

The Government has am¬ 
ended the Tea Act, 1953 
through an ordinance accor¬ 
ding to which debts incurred 
and investments made prior 
to take-over by lea units 
“the management of which 
has been taken over or is 
purported to have been taken 
over” shall have priority 
over “all other debts." These 
will be considered preferential 
debts within the meaning of 
Section 530 of the Companies 
Act, 1956. 

All such debts shall rank 
equally among themselves 
and be paid in full out of 
the assets of the tea undci - 
taking of tea unit, unless such 
assets are insufficient to 
meet them, *n which case 
they shall be recoverable 
from the owner of the under¬ 
taking of tea unit as arrears 
of land revenue notwithstan¬ 
ding that the period of mana¬ 
gement or control has ended 
due to expiry of the period 
for which it was taken over or 
clue to cancellation of the 
order under Section 16H 
or in pursuance of the order 
of my court. 

Nayagaon Cement 
Plan 

With the commissioning 
of the 400,000 tonnes ce¬ 
ment plant at Nayagaon in 
Madhya Pradesh recently, 
a considerable pressure on 
the cement availability posi 
tion is expected to be eased 
to some extent. This is the 
fifth unit which the state- 
owned Cement Corporation 
of India (CCI) has commissio¬ 
ned in a record lime of about 
three years. The four other 
units in production being 
Mandhar in MP, Kurkunta 


in Karnataka, Bokajan in 
Assam and Rajban in Hima¬ 
chal Pradesh. 

The CCt is also aiming 
at effecting the commission¬ 
ing of the Adilabad cement 
project within 38 to 40 months 
as against 40 to 65 months 
time taken in the commission¬ 
ing of earlier projects. 

The reduction in the 
project implementation period 
has been successively brought 
about by the CCI following 
the remedial measures taken 
by the company in the re¬ 
cent past. But for this 
it would have taken another 
two to three year* for the 
commissioning of the Nava- 
gaon, Akaltara and Yerra- 
guntla cement projects of 
the company. 

The CCI chairman. Col 
S.P. 'Vahi, stated that the 
company was able to effect a 
net saving to the tune of 
Rs 2.5 crore in the consultant 
fees which would have other¬ 
wise been paid to outside 
consultants. 

Besides, with the optimi¬ 
sation of civil designs now 
being done by the CCT itsclt, 
is also expected to yield a 
net saving of about 15 per 
cent on the project cost. 

Col. Wahi said as against 
an accumulated loss of about 
Rs 2.9 crore, the corporation 
made a profit of about Rs one 
crore during 1979-80 mainly 
due to pioduction efficiency 
and introduction of modern 
and scientific management 
practices and performance 
budgeting. 

He said during 1979-80 
CCI attained a record level 
of cement output at 595,000 
*onnes from the Mahdra, 
Kurkunta and the Bokajan 
cement plants as compared 
with onlv 482.000 tonnes in 
1978-79. 

Maruti Taken-over 

The Union Government on 
October 14, nationalised 
Maruti Limited—the small 
car company promoted by 
the late Sanjay Gandhi—to 
“utilise tnc available infra¬ 
structure”, increase produc¬ 
tion of motor vehicles and 
generate employment. The 


nationalisation was effected 
in terms of an Ordinance 
entitled (Acquisition and 
Transfer of Undertakings) 
Ordinance, 1980 issued by 
President Sanjiva Rcddv on 
the inid-night of October 14. 

The ordinance covers the 
various undertakings cf the 
Maruti company whose liqui¬ 
dation proceedings are pend¬ 
ing in the High Court of 
Funjah and Haryana. The 
ordinance provides for the 
payment of Rs 4.34 crore 
to the company in cash by 
way of compensation as well 
as a simple interest at the 
rate of four per cent per annum 
for the period from October 
14 till the date the amount is 
paid to the Commissioner 
of Payments. The amount 
is to be paid within 30 days. 

All claims against the com¬ 
pany would be met by the 
Commissions and the liabili¬ 
ties would be discharged from 
the amount being paid to 
him. The ordinance also 
says that every liability of the 
company in the period prior 
to take over shall be the 
liability of the company and 
shall be enforceable against 
it and not against the Central 
Government. Those holding 
mortgage of anv property 
would be entitled to claim 
payment of the mortgage 
money or other dues, in 
whole or in part, om of the 
amount of Rs 4.34 crore. 

Mr M.C. Gupta, Joint 
Secretary, in the Department 
of Heavy Industry, has been 
appointed custodian of the 
company 

Following the nationalisa¬ 
tion, the company is likely 
to go in lor the manufacture 
of passenger cars in the first 
phase to be followed by the 
manufacture of commercial 
vehicles in the second pha*e. 

Oil from Mexico 

Mexico has agreed to 
supply additional quantity 
of oil over and above the 
one million tonnes already 
in the pipeline to help India 
meet oil shortage, an offi¬ 
cial spokesman stated recen¬ 
tly. This is the positive out¬ 
come of External Affairs 


Minister, Mr Narasimha Rao^s 
visit to Mexico as part of the 
process of exploring new 
sources of oil supply in Latin 
America and non-Gulf coun¬ 
tries. 

Cycles Corporation 

A Cycles Corf oration is 
being set vp to run the Iwo 
cycle manufacturing units 
nationalised by the Govern¬ 
ment undo an ordinance 
issued on October 14. The 
cycle companies are the 
Hind Cycles and Scn-Rcleigb. 

Soviet Showroom 
in Delhi 

The USSR Trade Re* 
presentation has opened in 
Delhi a permanent trade and 
industrial showroom in order 
to promote mutual trade bet¬ 
ween India and USSR. Re¬ 
presenting over 20 Soviet For¬ 
eign trade organisations the 
showroom provides in place 
all the information required 
by Indian trade parties. 
The Soviet Union had or¬ 
ganised national exhibitions 
of its economic life in Delhi 
and had also participated in 
the various industrial and 
agricultuial fairs organised 
by the Government of India. 
It had also organised small 
exhibitions devoted to scpcific 
industries in various parts of 
India. This is the first time 
it has opened a permanent 
showroom in India, 

The showroom displays a 
wide variety of Soviet equip¬ 
ment, which will be changed 
from rime to time. The present 
exhibits are largely devoted 
to electronic items such as 
cinema equipment, transistor 
components, TV valves, semi¬ 
conductor devices, printing 
equipment and others. 

Raise in Shipping 
Tonnage 

The Shipping Ministry has 
recommended raising the 
shipping tonnage in the sixth 
Plan period (1980-85) to 
8.3 million Gross Tonage 
(GRT) from the present level 
of 5.5 million GRT. The 
Ministry’s report containing 
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. the projections is under consi¬ 
deration of concerned Minis¬ 
tries. The plan is likely to 
be finalised earlv rfex* year. 
At present jndian ships carry 
only 33 per cent of the coun¬ 
try’s foreign trade and under 
the UN Liner Code, India 
can carry up to 40 per cent 
of her own liner trade in her 
ships. Additionally, it can 
also participate in 20 per cent 
of the gross trade. 

1 he report refers to a 
study done by the Commerce 
Ministry last year indicating 
the likely growth in the 
country’s exports and im¬ 
ports by 1984-85. According 
to this report, Calcutta, 
Madras, Cochin and Bombay 
would handle 91,27,000 tonnes 
Pf exports and 78,59,000 
tonnes of imports by 1984-85. 

The report said that keep¬ 
ing in view' the trade ex¬ 
pansion in the next five years, 
the shipping tonnage should 
be increased to 8.3 million 
GRT (including 0.5 million 
GRT for coastal shipping). 

National Sugar 
Authority 

The Indian Sugarcane 
Development Council has 
recommended the setting up 
a national sugarcane and 
sugar authority to handle all 
aspects of development and 
production of sugarcane. At 
a meeting held here recently, 
the council is understood to 
have noted that sugarcane is 
being dealt with by the coun¬ 
cil itself in the Department of 
Agriculture and Co-operation 
while sugar is being handled 
by the Development Coun¬ 
cil for Sugar Industry in the 
Department of Food. 

World Bank Aid for 
Rural Roads 

The World Bank has ex¬ 
tended a new line of credit 
to India for the development 
ot rural roads. This is the 
first time that India has sought 
the Bunk’s assistance for 
such a project and the Bank 
has agreed to do so. The 
novelty of the scheme lies 
in that it involves no foreign 
exchange component while 
it provides employment to 


a large number of persons 
during the project period as 
well as later towards its main¬ 
tenance. The Bank will 
finance 70 per cent of the Rs 
44.4 crore project for the deve¬ 
lopment of rural roads in the 
State of Bihar. The project will 
benefit north and south 
Bihar and Chotanaepur areas. 
The rrral engineering organi¬ 
sation of the State Govern¬ 
ment will take up the pro¬ 
ject execution. The project is 
expected tc be completed by 
1984-85. The rural roads are 
considered to permit the 
access of the rural economy 
to the urban market centres 
and facilitate the exchange of 
goods. 

Guidelines for Import 
Substitution 

The Import Substitution 
Committee has recommen¬ 
ded the setting up of special 
support units to build up 
the required industrial capa¬ 
city quickly and to help in 
the operation of the licensed 
capacity efficiently. The 
committee regards the maxi¬ 
misation of capacity utilisa¬ 
tion as one of the most im¬ 
portant factors in reducing 
imports. The committee, 
headed by Mr S,M. Agarwal, 
former Communication Secre¬ 
tary, submitted its report to 
the Minister of State for 
Industry, Dr Charanjit Chan- 
ana, recently. 

Punjab's Industrial 
Plan 

For generating investment, 
accelerating growth and step¬ 
ping up employment oppor¬ 
tunities in the industrial 
sector, Pun jab Government has 
formulated its comprehensive 
industrial policy. A spokesman 
of the Punjab State Industrial 
Development Corporation 
told newsmen here recently 
that the package of incentives 
are available in graded manner, 
depending upon the back¬ 
wardness of the region. Non¬ 
resident Indians setting up 
industries would get pre¬ 
ferential treatment. 

The package of incentives 
are: (a) interest free loans 
all over the State for a 


period ranging .from live to 
ten years. The maximum 
limit has been raised from 
Rs 25 lakh to Rs 70 lakh; 
(b) cost of land, both deve¬ 
loped in the form of plots 
in focal points industrial areas 
and undeveloped land spe¬ 
cially acquired for industrial 
units, subsidised to the ex¬ 
tent of seventyfive per cent of 
the price in excess of the ceiling 
price; (c) capital subsidy of 
15 per cent in the three border 
districts of Gurdaspur, Amrit¬ 
sar and Fcrozepur, the sub- 
mountaineous and bet areas 
and the backward areas dec¬ 
lared as such by the State 
Government, besides the Cen¬ 
tral capital subsidy for the 
districts of Hoshiarpur, San- 
grur and Bhatinda: (d) in- 


vdtment im.q dp ti> Rs 25 
lakh for new projects in prio¬ 
rity industries* adjustable 
against the instalments of inte¬ 
rest-free loan to which the unit 
would be entitled after going 
into production: (e) subsidy of 
25 per cent in electricity tariff 
for power based industries io 
be notified by the Govern¬ 
ment; (f) exemption from elec¬ 
tricity duty for a period 
ranging from five to 10 years, 
depending upon the area 
group; (g) cxemption/refund 
of octroi' or terminal tax for 
a period ranging from five to 
10 years, depending upon the 
area group; (h) reimburse¬ 
ment of the cost of feasibility 
studies in the form of loan 
on normal rate to the extent 
of 75 per cent. 


Reader’s Roundable 

Disgusted Subscriber 


Dear Sir, According to a 
news report, funeral procession 
of dead phones has been 
planned in Calcutta. This is 
a measure of peoples’ dis¬ 
gust with the telephone sys¬ 
tem as it operates today and 
the incompetence of the De¬ 
partment as also the indiffe¬ 
rence of the Minister to this 
problem. 

Subscribers should realise 
that dead phones, excessive 
billing, non-connection, dis¬ 
connection of line during talk 
etc., arc not a temporary 
phenomenon. This is only the 
beginning of the complete 
paralysis towards which the 
system is rapidly heading. 

The main reason is techno¬ 
logical and managerial ob¬ 
solescence of the present 
system. 

What is disconcerting is that 
instead of modernising the 
entire system, the Government 
is reported to be planning to 


buy Rs 60 crores worth of 
outdated crossbar equipment. 

The public should insist on 
a modern electronic system 
and good service. Subscribers 
should also insist on their 
rights. The department has a 
statutory obligation to pro¬ 
vide a good service. 

Bombay M.R. Pai 

Nostalgia of Past 

Sir, 

F agree with you that we 
should give up meaningless 
remembrances of “our nume¬ 
rous dead” (The ‘‘Moving 
Finger”, Eastern Economist . 
September 26,1980). But when 
people have no future to look 
forward to and the present is 
depressing, the nostalgia of 
the past can be a relieving 
pastime! 

Manohar Lai Trikba 
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COMPANY 

AFFAIRS 


Gwalior Rayon 

Gwalior Rayon's expertise 
in viscose fibre has received 
*major international recog¬ 
nition with the $49 million 
joint venture it is setting up 
in Indonesia. The 45-tonne 
daily capacity plant is slated 
to begin production of vis¬ 
cose staple fibre in the begin¬ 
ning of 1982. 

Besides producing 16,425 
tonnes of staple viscose fibre, 
the plant will manufacture 
9,855 tonnes of anhydrous 
sodium sulphate annually. 

An agreement was signed 
recently at Bombay by Mr 
1 Aditya Vikram Birla, Chair¬ 
man of Gwalior Rayon as 
representative of the new 
Indonesian company (P.T. 
Indo-Bharat Rayon) and a 
consortium of 17 overseas 
banks represented by State 
Bank of India Chairman, 
Mr P.C.D. Nambiar, who 
signed on behalf of his Bank’s 
Singapore branch. PT is 
Indonesian word for “limi¬ 
ted”. 

This is Gwalior Rayon’s 
fourth joint venture abroad. 
There are two in Thailand 
and one in Philippines. Gwalior 
Rayon’s investment in these 
units total over Rs 4 erorc. 

Mr Aditya Birla told 
newsmen that Indians were 
“very welcome” to set up 
industrial units in Indo¬ 
nesia. There are nearly two 
dozen Indian collaboration 
units in Indonesia at present. 
Gwalior Rayon is the largest 
single producer of viscose 
staple fibre in Asia, including 
Japan. It has developed a 
process which is highly econo¬ 
mical and can produce fibre 
rfrom even exceptionally poor 
quality wood. 

The Thailand plant, he 


said, which is of the same 
size as the one being set up 
in Indonesia, is doing exceed¬ 
ingly well and its latest 
dividend was 75 per cent. 
Its other unit in Thailand 
producing carbon-black had 
declared dividend in the very 
first year of its operation. 

Mr Birla said Gwalior 
Rayon’s share in the new 
Indonesian company's equity 
capital would be two million 
dollars (Rs 1.6 erorc) in 
the form of supply of plant 
and equipment from India. 
The total exports from Gwalior 
Rayon for this plant would 
be worth Rs 4.41 crore. It 
would also receive knowhow 
fees of Rs 72 lakh. The 
share of the Indonesian asso¬ 
ciates in the share capital 
would be two million dollars 
and the balance six million 
dollars of the share captal 
would be subscribed by foreign 
investors. 

Those who attended the 
agreement signing meeting 
represented PT Indo-Bharat 
Rayon, Birla AG, Gwalior 
Rayon, State Bank of 
India, Trident International 
Finance Ltd, Barclays Bank 
International Ltd, BNP- 
Daiwa Ltd, Banque Na¬ 
tional De Paris, Bank of 
Montreal Group, Nordic 
Bank Ltd, Bank Negara 
Indonesia (1946), Bank of 
Baroda, United Commercial 
Bank, Scandinavian Fur 
East Ltd and Sinclair Roche. 

TISCO Dividend 

The Union Cabinet has 
lifted ceiling of 12 per cent 
on dividend on ordinary 
shares issued by die Tata 
Iron and Steel Company 
Limited. The Cabinet has 
also permitted the company 
to increase dividend from 


tht present level or 12 per 
cent to 15 per cent over a 
period of two years. 

The ceiling on dividend 
was imposed on the company 
way back in J978 when the 
Government had increased 
steel prices. It was decided 
at that time that the company 
should be prohibited from 
declaring more than 12 per 
cent dividend on ordinary 
shares. This was done to 
conserve company’s resources 
for its future development 
plans. The ceiling was valid 
until March 1981. 

The company had recently 
approached the Government 
for permitting them an up¬ 
ward revision. It had argued 
that leading companies in 
India pay a dividend of 15 
per cent or more on equity 
shares. Considering the steep 
inflation in recent years, the 
shareholders, whose dividend 
in this company never ex¬ 
ceeded 12 per cent, feel, with 
some justification, they had 
had a raw deal from the 
company. 

New Issue by 
Shree Padma Paper 

Shrec Padma Paper Mills 
is entering the capital market 
on October 30 with a public 
offer of 240,300 equity shares 
of Rs 10 each at par. The 
company, promoted by Mr 
K.L. Rajgarhia, is establi¬ 
shing a paper mill in a noti¬ 
fied backward area in Alwar 
district, Rajasthan, with an 
annual capacity of 9,000 
tonnes of special grades of 
paper. A complete second¬ 
hand plant has been im¬ 
ported from Sweden at a cost 
of Rs 31 lakhs. Availability 
of raw materials like pulp 
is unlikely to pose any pro¬ 
blem as its imports are 
presently allowed under the 
Open General Licence. 

Substantial progress has 
been made in the implemen¬ 
tation of the project. The 
main building is ready and 
the imported machinery has 
arrived at the site. If all goes 
well, trial production will 
commence by November 
next and commercial pro¬ 


duction shortly thereafter.;' 
The estimated project cost 
of Rs 199 lakhs is to be finan^t 
ccd by equity share capital ; 
ol Rs 57 lakhs, term loana! 
of Rs 127 lakhs and central' 
cash subsidy ofRs 15 lakhs. 
Of the equity capital the 
promoters and associates 
have subscribed to shares 
worth Rs 22.80 lakhs and 
the Rajasthan State Industrial 
Development and Invest¬ 
ment Corporation to shares 
worth Rs 10.17 akhs. 

Kankariya Chemical 
to Go Public 

Kankariya Chemical In¬ 
dustries Ltd, incorpotated 
|n June 1974, is converting 
itself into a public limited 
company and has plans to 
enter the capital market with, 
a public issue of 810,000 
equity shares of Rs 10 each 
for cash at par. 

The company has been 
promoted by Mr Premraj 
Kankariya. The Kankariyas * 
are established cotton tra^ 
ders for the last 30 years 
and have four cotton 
ginning apd processing units 
in Rajasthan and Gujarat 
with an annual turnover of 
about Rs 40 crorcs. The 
company is presently mantt* 
facturing industrial waxes, 
wax components and 
other petrochemicals at, 
Kalol, Gujarat—a backward 
area. The products have 
wide application in tyre, dry 
cell, electronics, paints, deter* 
gents, textiles and other in¬ 
dustries. 

The company is now 
diversifying into the paper 
industry. It has in hand an 
industrial licence for the 
manufacture of 10,000 tonnes 
of white writing and printing 
paper. The project is coming 
up at Kalol on the bank of 
the river Goma at a cost 
of Rs 5.50crores. It is slated 
to be commissioned in the 
first half of 1981. 

The project is being 
financed, by a public issue 
of Rs 8) lakhs, all-India 
financial institutions’ term 
loan of Rs 3.5 qrores and in- 


matmm mmmtm 


959 


OCTOBER 24, 1980 



Jemal cash accruals of 
Ks 75 lakhs. 

Ballarpur Industries 
Steps Up Dividend 

Ballarpur Industries has 
stepped up equity dividend 
from 18 percent to 20 per 
cent for the year ended June 
1980. The company has made 
a higher gioss profit of Rs 
20 crorcs on sales of Rs 
125 crores for the year against 
a profit of Rs 18.42 crorcs 
on sales of Rs 110 crores in 
the previous year. 

After providing Rs 7.92 
crorcs (Rs 5.2K crores) for 
depreciation, Rs 3.49 crores 
(Rs 79.03 lakhs) for invest¬ 
ment allowance reserve, Rs 
4.50 crorcs (Rs 7.20 crores) 
for taxation and writing back 
Rs 7.23 lakhs from develop¬ 
ment rebate/in vestment allo¬ 
wance reserve, the disposable 
surplus comes to Rs 460.63 
lakhs against Rs 827.31 lakhs. 
Dividend will absorb Rs 
259.64 lakhs (Rs 235.05 lakhs). 
A sum of Rs 200.65 lakhs 
(Rs 589,60 lakhs) has been 
transferred to general reserve. 

The company proposes to 
issue 16,80,000 new equity 
shares in the near future to 
bringdown the Thapar Group 
holding to 40 percent. Finan¬ 
cial institutions arc to be 
allotted 950,000 equity shares 
at a premium ofRs 10 per 
share b\ wav of conversion 
of a part of their loans. 
A one-for-live rights issue 
is to be made to the existing 
shareholders other than the 
Thapar Group and non¬ 
resident shareholders at a 
premium of Rs 11,50 per 
share subject to a maximum 
of 200 shares per shareholder, 
which will involve an issue 
of 309.800 shares. Emplo¬ 
yees will be allotted 40,000 
equity shares at a premium 
of Rs 11.50 each subject to 
a maximum of 200 shares. 
The balance of 380,200 equity 
shares will be issued to the 
Indian public at a premium 
of Rs 11.50 per share. 

Dunlop India's Interim 

According 1o the provi¬ 
sional trading results, sales 
of Dunlop India Ltd amoun¬ 
ted to Rs 102.83 crores for 


the six months to June 30 
1980. After providing Rs 
95.90 crores being the manu¬ 
facturing and trading ex¬ 
penditure (including excise 
duty) 'he balance from tra¬ 
ding comes to Rs 6.93 crores. 
The profit amounts to Rs 
1.47 crores after providing 
Rs 1.72 crores for deprecia¬ 
tion, Rs 2.81 crores for in¬ 
terest payable and Rs 93 
lakhs for taxation. A taxable 
ordinary interim dividend of 


50 paise a share for the year 
1980 has already been declared. 

Manufacturing costs con¬ 
tinued to rise during the 
year mainly because of higher 
raw material prices. The 
situation war made more 
difficult by the restricted 
utilisat on of factory capcity 
due to the continuing electri¬ 
cal power supply problems 
in West Bengal and Tamil 
Nadu. The financing costs 
were significantly higher than 


for the previous year. As a 
result, the profit before tax 
is lower than for the cor-' 
responding period in 1979. 

Crompton Grooves 
Raises Dividend 

Crompton Greaves Ltd 
has stepped up the dividend 
from 16 per cent for 1978-79 
to 18 per cent for the year 
ended June 30, 1980. The 


OCTOBER 24,1980 



Government of India 
Ministry of Works & Housing 
Department of Publications, 
Civil Lines, Delhi -110054 


LIST OF NEW ARRIVALS - AUGUST - 1980 


No 

Title Si Symbol 


Price 

1- 

CommerceGtossary.il (English-Hindi) (Print 1980) PED. 522. 

Rs. 

6.75 

2. 

Statistical Abstract lndia-1978 (Print 1978) PCSO.1.78, 

Rs. 

163.00 

3. 

Indian Agricultural Statistics 1971-72 to 1973-74 
(Summary tables) Vol. 1 (Print 1980) PDES.20. 71-74. 

Rs. 

7.50 

4. 

Handbook of Foreign Collaboration 1980 (Print 1980) PDGTD.11 

Rs. 

15 00 

5. 

Rates of Income Tax 1971-72 to 1979-80 (Print 1980) PDI.120 

Rs. 

4.80 

6. 

The Air Almanac 1980. Vol.2 July-December 
(Print 1980) PDGO.106.il 

Rs. 

238-00 

7. 

Further Report of the Narmada Water Disputes Tribunal Vol.II 
(Print 1980) PAgr.144.ll 

Rs. 

5.50 

8. 

The First Annual Report of the Minorities Commission (for the year 
Ending the 31st December 1978) (Print 1979) 

PMC.1.78 1 

Rs. 

8.00 

9. 

The Nineteenth Report of the Commissioner for linguistic Minorities 
in India (for the Penal July 1976 to June 1978) 

(Print 1979) PED.326(E) 

Rs. 

20.00 

10. 

Diplomatic List April 1980 (Print 1980) PEAM.51.4.80 

Rs. 

10.00 

11. 

Union Government. Finance Accounts 1977-78. (Print 1980) 

PCGA 9.78. 

Rs. 

49.00 

12. 

Report of .the High Level Study Team on Coir Industry 
(Print 1980) PDIS.79. 

Rs. 

11 00 

13. 

Report of the National Transport Policy Committee 
(Print 1980) PPC.233. 

Rs. 

43.50 

14. 

DGTD. Annual Report 1978-79 (Print 1980) PDGTD.1.79. 

Rs. 

10.00 

15. 

Project Profiles on Reserved items Vol.l, H & III PDCST. 61.1, II & III. 

Rs. 

35.00 


Rs. 100.00 For complete set* 

Contact any of our Sales Depots/Counters for purchases of Govt. 
Publications on Cash down basis 

each. 


1. Kitab Mahal, Baba Kharak Singh Marg, 
State Emporia, Unit Mo. 21. New Delhi. 
Tel. No. 343708 

2. Book Depot, 8.K S. Roy Road. Calcutta. 
Tel. No. 233813 


3. Sale Counter. Udyog Bhawan, Gate No. 13 
New Delhi. Tel. No. 272082 

4. Sale Counter, Delhi High Court, 

Now Delhi (Room No. 264, G. Block) 

Tel. No. 285421/291. 


These publications can also be had from all our authorised agents all over the country wnose 
list appears in the Catalogue of Government of India Publication. 

AMRIK SINGH I.A.S. 
Controller of Publications 

„ ' Tel. No. 252627 

davp SO/22 2 


EASTERN ECONOMIST 


960 




dividend totals Rs 1,72,80,000 
(Rs J,53,50,000). The turn¬ 
over is Rs 117.88 croies 
(Rs 88.73 crores)—an in¬ 
crease of 32.9 percent and 
the profit before tax is Rs 8.90 
crores (Rs 7,40 crore)—im¬ 
provement of 20,3 per cent. 

Depreciation absorbs Rs 
1.67 crores (Rs 1.02 lakhs)' 
and after providing Rs 4.45 
crores (Rs 3.62 crores) for taxa¬ 
tion, including Rs 29 lakhs 
for the previous year in 
respect of retrospective im¬ 
pact of changes effected by 
the Finance Act of 1980, 
*the net profit is Rs 4.45 crores 
(Rs 3.78 crores). After appro¬ 
priation of Rs 78 lakhs (Rs 
29.50 lakhs) to investment 
allowance reserve, Rs 3 
lakhs (nil) to doubtful debts 
reserve and the amount of divi¬ 
dend, a balance of Rs 2.01 
crores (Rs 1.95 ciorcs) is 
transferred to general reserve. 

Exports during the year total 
Rs 14.09 crores (Rs 7.67 
crores). 

Indian Resort Hotels 

The directors of Indian 
Resort Hotels have proposed 
to maintain the dividend at 
20 per cent for the year ended 
June 30, 1980. 

According to preliminary 
figures, the company’s total 
income amounts to Rs 1.66 
crore against Rs 1.47 crore 
in the previous year with a 
gross profit of Rs 32.99 lakh 
against Rs 31.77 lakh. After 
providing Rs 5.20 lakh (Rs 
4.90 lakh) for depreciation 
and writing off Rs 0.29 lakh 
(same) towards miscellaneous 
expenses, theic is a net pro¬ 
fit of Rs 27.50 lakh com¬ 
pared to Rs 26.58 lakh of the 
previous year. Out of this, 
the proposed dividend will 
absorb Rs 14.81 lakh (Rs 13 
lakh). 

Gabriel India 

Gabriel India Ltd, has 
maintained the dividend at 
10 per cent, for the year 
ended May 31, 1980. The divi¬ 
dend will absorb Rs 26.40 
' lakh (Rs 23.01 lakh). The 
shareholders, who were allot¬ 
ted shares in September 1978, 

usmn wsammt 


will be entitled to the full year’s 
dividend. Net sales have in¬ 
creased to Rs 6.15 crore 
(Rs 5.11 crore)—-an increase 
of 20.3 per cent. The gross 
profit before deprivation and 
interest has increased to Rs 
J .32 crore (Rs 1.09 crore)— 
an increase of 20.9 per cent. 
After providing for deprecia¬ 
tion of Rs 34.29 lakh (Rs 
10. 58 lakh) and interest of 
Rs 94.55 lakh (Rs 40.26 lakh) 
the net profit is Rs 33,92 
lakh (Rs 73.63 lakh). There 
is no tax liability for the year. 
The reduction in the net pro¬ 
fit is due to higher deprecia¬ 
tion and interest charges on 
account of the new engine 
bearings plan. 

The company’s new bearings 
plant at Parwanoo in Hima¬ 
chal Pradesh, began commer¬ 
cial production during the 
year. During the current year 
the company expects to obtain 
approval and begin supplies 
to major original equip¬ 
ment manufacturers. The 
performance of the shock ab¬ 
sorber division has been 
good considering difficult 
market and inflationary con¬ 
ditions and strikes at two 
major vehicle manufacturers. 
The increase in the volume 
of two-wheelcr production, 
especially of mopeds, will 
provide opportunity to in¬ 
crease sales. 

The company has been 
laying increasing importance 
on research and develop¬ 
ment and has incurred a capi¬ 
tal expenditure of Rs 6.7 
lakh on R and D during the 
year. As a result of such 
efforts the company will 
be marketing improved ver¬ 
sions of two-whecler shock 
absorbers and broaden its 
range in bearings. In the 
current year the company will 
have the benefit of full year 
of bearings producton. 

Mysore Paper Maintains 

The directors of Mysore 
Paper Mills have decided to 
maintain the dividend at 10 
per cent for the year ended 
March 31, 1980. According 
to brief preliminary figures, 
the company has earned a 
gross profit of Rs 58.36 lakh 


against Rs 128.15 lakh in the 
previous year. 

After providing Rs 31.26 
lakh foi depreciation and Rs 
17.72 lakh for payment of 
the proposed dividend and 
after taking into account 
Rs 25.78 lakh being the write¬ 
backs from the previous years, 
Rs 35.16 lakh has been set 
aside for transfer to general 
reserve. The register of mem¬ 
bers and share transfer books 
will remain closed from 
December 24 to 29, both days 
inclusive, for purposes of 
payment of the dividend. 

Oriental Carpet 

The directors of the Oriental 
Carpet Manufacturers (India) 
Limited have proposed to 
maintain the 12 per cent divi¬ 
dend for the year ended March 
31, 1980. The gross profit 
amounts to Rs 59.31 lakh 
as against Rs 55.44 lakh 
for the previous year. After 
adding Rs 4.80 lakh being 
the balance brought forward 
from the previous year, 
and Rs 0.07 lakh being the 
refund of income-tax, the sur¬ 
plus is Rs 64,18 lakh. Out 
of this, depreciation takes 
away Rs 19.07 lakh (Rs 17.34 
lakh), taxation Rs 12.50 
lakh (Rs 12.50 lakh), and 
investment allowance re¬ 
serve Rs 8.00 Jakh (Rs 7.60 
lakh). The proposed divi¬ 
dends will absorb Rs 13.37 
lakh (Rs 11.70 lakh). A sum 
of Rs two lakh has been 
transferred to general reserve 
as against Rs 1.72 lakh. The 
carryover is Rs 9.24 lakh. 

The annual general meeting 
of the company has been 
convened on Sept. 29. The 
register of members of the 
company will remain closed 
from Sept 26 to 29, both 
days inclusive. 

IFFCQ's Phulpur Plant 
Commissioned 

The ammonia plant of 
Indian Farmers Fertiliser 
Co-operative Limited (IFFCO) 
at Phulpur near Allahabad 
has been successfully commis¬ 
sioned and trial production 
has started. The plant has a 
production capacity of 900 


tonnes of ammonia and 
1.500 tonnes of urea per day. 

The urea-ammonia coni* 
plex has been built at a total 
cost of Rs 193 crores, 

Richardson Hindustan 
Pays Better 

The directors of Richard¬ 
son Hindustan have recomm¬ 
ended a final dividend of 
four per cent making a total 
of 20 per cent lor the year 
ended June 1980 , as against 
12 per cent paid last year; 
Besides, they have also deci¬ 
ded to make a bonus issue 
on a one-for five basis. Accor¬ 
ding to preliminary figures, 
the company’s turnover ex¬ 
panded from Rs 13.41 crores 
to Rs 16.72 crores and it 
earned a pre-tax profit of 
Rs 174.19 lakhs against Rs 
95.72 lakhs previously, after 
a depreciation of Rs 24.21 
lakhs (Rs 21,24 lakhs). A 
sum of Rs 120.23 lakhs (Rs 
71.98 lakhs) has been set 
aside for taxation liability 
and Rs 4.75 lakhs (Rs 3.50 
lakhs) for transfer to invest¬ 
ment allowance reserve. The 
total distribution will absorb 
Rs 30 lakhs (Rs 18 lakhs). 

Haryana Television 

While uncertainty con¬ 
tinues to hang over the future 
of Haryana Television Limi¬ 
ted (HTL), a public sector 
unit of the Haryana Govern¬ 
ment, the company is fast 
recovering from its five-year- 
old sickness. 

The monthly turnover of 
Telebird, the brand name of 
HTL products, of this public 
sector unit at Faridabad has 
touched an all-time high of 
150 sets. Till last year, the 
HTL manufactured barely 
43 sets against the monthly 
installed capacity of 450 sets. 

The new Managing Director, 
Mr Sangwan, is confident of 
“fully utilising the capacity 
of HTL within the next few 
months in view of the fact 
that the quality and look of 
the existing models of ‘Tele¬ 
bird’ sets has'been improved”. 
The company's R & D sec¬ 
tion has evolved a new solid 
state circuit with built-in stabi- 
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liser. Moreover, Mr Sangwan 
has re-organised both $ale 
and after-sale services of the 
company, especially in the 
smaller towns 

Escort's High Definition 
X-Ray Unit 

Escorts Limited, Faridabad, 
in collaboration with Andrex 
Radiation Products, Denmark, 
is introducing for the first time 
in the country a high definition 
X-ray unit. This involves usage 
of an electron gun for emitting 
of X-rays, to meet certain geo¬ 
metric configurations of parts 
being examined, normally 
inaccessible to any other form 
of X-ray radiographic techni¬ 


ques. According to Mr G. $. 
Bajaj, General Manager, Escorts 
Limited, the company has been 
manufacturing non-destructive 
testing NOT equipment in col- 
labora on with Andrex Radi¬ 
ation Products for the past 15 
years It has already supplied 
a large number of NDT units 
to major industries like BHEL, 
HAL, Indian Airlines and 
Air-India. These industrial 
X-ray units help to main¬ 
tain norms of safety, re¬ 
liability and quality control 
ol major engineering products, 
nuclear power stations, petro¬ 
chemical, aviation, navigation 
and gas pipelines. 

Presently, Escorts-Andrex 
are offering a very light weight 


portable JC-ray equipment 
enabling on-site inspection. 
This equipment has been indi- 
genised by Escorts in a phased 
manner up to 30 per cent of 
the value. Moreover, the 
growth rate of the indigenous 
X-ray equipment had been 20 
per cent annually. 

Capital and Bonuss issues 

Five companies have been 
allowed to raise capital of Rs 
1.85 crore, particulars of which 
are given below: 

Bonus Issue: 1 Fouress Engi- 
hearing (India) Private Limi¬ 
ted : Rs 880,000 in fully p lid 
equity shares of Rs 100 each in 
the ratio of 1 :1. 

2. Blockwel Private Limited: 


Rs 4800 in folly paid equity 
shares of Rs 10 each in the 
ratio of 1:1. 

3. A. K, Corporation Ltd, 
Rs 23,83,250 in folly paid 
equity shares of Rs 10 each in 
the ratio of 1:1. 

Further Issue : 4. Gangappa 
Paper Mills Limited: Issue of 
equity shares of Rs 112.50 lakh 
for cash at par, out of which 
shares of the face value of Rs 
80 85 lakh shall be offered to 
the public by a prospectus. 

5 Goa Carbon Limited: 
Issue of equity shares of Rs 40 
lakh to V. S Dempo and 
Company Privato Limited in r 
converton of the loan of the 
like amount out of the unse¬ 
cured loan of Rs 63.48 lakh. 


NOTICE 

Under Rule 4-A of MRTP Rules 1970 


It is hereby notified for the information of the public that 
Hindustan Electro-Graphites Limited proposes to make an 
application to the Central Government m the Department ot 
Company Atlairs, New Delhi, under sub-section (2) of Section 
22 of the Monopolies and Restrictive Trade Practices Act, 1969 
for approval for the establishment of a new undertaking for the 
production, supply, distribution or control of Pulp, Pape" and 
Paper Products (aI! varieties of writing & printing paper mclu 
ding super calendered newsprint) with an installed capacity of 
50,000 tonnes per annum and estimated annual production ol 
50,000 tonnes for the estimated value of Rs. 40 crores per annum 
Other particulars of the proposed new undertaking are as 
under — 

(i) Name of the proposed undertaking 

—The proposed undertaking will be a unit of Hindustan 
Electro-Graphites Limited. 

(u) Npmes of person(s) or authority/authorities proposing 
to establish the new undertaking. Where it is a body 
corporate, furnish details of its management structure 
together with those of the proposed undertaking. 
—Hindustan Electro-Graphites Limited 
—Board of Directors 


1 Shri L.N. Jhunjhunwala 

—Chairman 

2. Shri R.K. Jajoo 

— Managing Dircctot 

3. Shri A. Masson 

—Director 

(Alt. Shri A.R. Wadia) 


4. S h ri M. Jaoul 

—Director 

5. Shri V.K. Mehta 

—Director 

6. Shri K.L. Kapur 

—Director 

7. Shri P.S. Gurung 

—Director 

8. Shri S S. Betrahct 

—Drector 

o. Shri N.V. Khote 

—Drector 

10. Shri B.K. Madan 

—Director 

11. Shu D.Y. Munawwar 

—Director 

12. Shri S.J. Mehta 

—Director 


(in) C apital structure of the applicant person or authority 
and of the proposed undertaking* 


AUTHORISED 

Rs. 

60,00,000 Equity shares of Re 10/- 

each 6,00,00,000 

1,25,000 Redeemable Cumulative pre¬ 
ference shares of Rs. 100/-each 1,25,00,000 


7,25,00,000 


ISSUED, SUBSCRIBED AND PAID UP 
40,00,000 Equity shares of Rs. 10/-each 

(net of calls in arrears) 3,99,88,750 

J ,04,000 Redeemable Cumulative Pre¬ 
ference shares of Rs. 100/-each 1,04,00,000 


5,03,88,750 


(iv) Proposed location of the new undeitaking 

—In Jeyporc Tchsil, Dist Korapul, a classified backward 
area of Orissa. The location is tentative. Final loca¬ 
tion will be decided on the availability of infrastruc¬ 
tural facilities in consultation with State Govt. 

(v) Brief outline of the cost of project, the scheme and source 
of finance. 

—The estimated cost of project will be Rs 90.00 ciorcs 
comprising of the following 
Land Rs. 35.00 lacs. Building Rs. 500.00 lacs, Indigen¬ 
ous machinery Rs 5885.00 lacs. Imported machinery 
Rs 2080.00 lacs, other assets Rs. 500.00 lacs. 

It is proposed to finance the project as follows: 

Public Issue of Capital Rs. 1800.00 lacs, own sources 
Rs. 750.00 lacs, foreign exchange from non-resident 
Indians Rs. 450.00 lacs and long term borrowings from 
Financial Institutions Rs. 6000.00 lacs. 

2. Any person interested in the matter may make a represen¬ 
tation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhawan, New Delhi, within 14 
days from the date of publication of this Notice, intimating his 
views on the proposal and indicating the nature of his interest 
therein. 

* R.K JAJOO 

Dated 11th October, 1980 MANAGING DIRECTOR 
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where theXg^coble ends 
- with the perf orm ance 


Even the most technologically advanced 
process does not have to mean the most 
superior power cable What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries. UNISTAR cables are a vital 
pre-requisite. Because there is a UNISTAR 
cable for every need. 

Now. UNISTAR offers the highly superior 
PEX (Crosslmked Polyethylene) Power 
Cables, in technical collaboration with ASEA 
KABEL. Sweden 


UNISTAR range of cables also include: 
Paper Insulated Power Cables, Thermoplastic 
and Elastomeric Cables. Railway Signalling 
Cables, Mining Cables Airfield Defence 
Cables. Shipbuilding Cables, Quarry Trailing 
Cables. Lift Cables. Drill Cables and 
Locomotive Cables 

UNISTAR—precision-engmeered quality 
cables thqt stand the test of time Always. 

For more information, simply write to us. 
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P.Q. Birla Vikas, Satna-485 005 (M P ) 
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October 23 

The Petroleum Minister announced that 
India ha* bought two million barrels of 
oil on the spot market. 

In view of depleted stock, wheat alio- 
{ cation to the State Governments under 
the food-foi-work programme are ex¬ 
pected to be cut further. T he revised 
plan envisages allotment of 20 per cent 
wheat and 80 per cent rice. 

October 24 

The Soviet Prime Minister, Mr Alexei 
Kosygin, resigned from his post. He was 
replaced by the Deputy Premier, Mr 
Nikolai Tikhnov. 

The Finance Ministry deferred till April 
1981 its decision to levy a 15 per cent 
^luxury tax on room rent receipts by 
hotels with room tariff of Rs 75 and 
above. 


SPECIAL FEATURE 

Oil Industry in India W* 

WINDOW ON THE WORLD ** 

Federal Reserves Under Fire 
- Sudhir Sen 

IMF Extended Facility to Pakistan 
Pak to Dlslnvest Some Public Sector 
Units 

UK Money Supply Under Control 
Soviet Agriculture in Doldrums 

POINT OF VIEW 

Bonded Labour: Looking for a Fair 
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Coconut Industry Needs a Push 

■5. H. Lalvani 1000 
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COMPANY AFFAIRS IMS 


!V-k 

In the first round of resource alloca¬ 
tion the Planning Commission slashed 
the funds to the industrial sector. 

October 25 

With the exception of Rajasthan, all 
the wheat-growing States demanded a 
higher wheat support price. The A PC has 
recommended Rs 127 per quintal. West 
Bengal was against any increase in the 
issue price. 

There has been no fall in the rate of 

inflation, according to Finance Ministry. 
It continues to be as high as 18.5 per 
cent. 

The Union Government has proposed a 
compensation of Rs 9.42 crores for 
acquiring the assets of the recent¬ 
ly nationalised cycle companies of 
Sen Raleigh Limited and Hind Cycle 
Limited. 


October 26 

The World Bank is likely to increase 
the quantum of assistance to the Hazira 
Fertilizer project by 100 million dollars. 

Engineering Exports which suffered a 
serious setback during 1979-80 are not 
likely to improve very markedly this 
year, 

The Prime Minister called for a natio¬ 
nal debate on an alternative form of 
Government. 

October 27 

The World Bank is likely to extend 
credit worth 220 million dollars to the 
Cement Corporation. 

There has been a steep increase in the 
cost of production in the engineering sec¬ 
tor since June 1980 according to the 
AIE1. 

The aluminium industry threatened to 
cut back its output if the Government 
does not grant it a price increase. 

October 28 

1 he debt equity ratio was doubled from 
the present 1:1 to 2:1. The interest 
ceiling rate on debentures was also in¬ 
creased by one per cent, from 11 to 12 
per cent. 

The tourism traffic to India has been 
far below expectation. It has grown by 
only four per cent against the anticipated 
10 per cent. 

Coal India expects to produce 13 mil* 
lion tonnes this year. During the first 
half of the year it had managed to 
produce 50.5 million tonnes. 

October 29 

The Government decided to allow oil 
exporting developing countries to invest 
up to 40 per cent in the equity of new 
companies in the industries covered by 
appendix 1 of the industrial policy of 
1973. 

The Government has introduced a new 
insurance scheme which' will be wholly 
contributory and self-financing. This 
scheme will come into force with effect 
from January 1, 1982. 
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Another Sugar Crisis 


It is now clear that the bountiful monsoon will not solve the 
sugar supply problem, and that shortages and high prices are 
here to stay for quite some time. The Government has given 
special incentives to sugar mills for early crushing, while 
pegging the minimum cane price at Rs 13 per quintal. 
Mrs Indira Gandhi has urged mills to pay at least Rs 16 per 
quintal. All of this sounds farcical at a time when gur and 
khandsari manufacturers are willing to pay growers more than 
Rs 25 per quintal- according to press reports some khandsari 
units have paid as much as Rs 48 per quintal. It is hardly 
surprising, therefore, that sugar mills simply cannot compete 
for cane with the gur and khandsari units, and hence only five 
or six mills have been able to commence early crushing. The 
withdrawal of excise concessions for the khandsari industry is 
quite immaterial at a time when khandsari is selling at more 
than Rs 8 per kilo. Besides, in a State like UP 50 per cent of 
all cane goes to gur and only 12 per cent to khandsari, so 
that even a ban on crushing by khandsari units will benefit 
only gur manufacturers, not sugar mills. Gur is selling at 
Rs 4.50 to Rs 5 per kilo, an extraordinary slate of af&irs at a 
time when the price of rationed sugar is only Rs 2.85 per kilo. 
If sugar mills are to compete with other sectors for cane at 
current prices, they will have to realise at least Rs 10 per kilo 
for free market sugar, perhaps Rs 12 per kilo. 

Cane will flood the markets in November and December, 
bringing down the price by January and enabling sugar mills 
to buy a fair amount. But by that time most of the cane will 
already have been crushed by the gur and khandsari units, 
leaving even less than usual for sugar mills. It is estimated 
that hardly 27 per cent of all cane came to sugar mills in the 
1979-80 season, and this share may drop below 25 per cent in 
the new season unless sugar mills arc enabled to compete for 
cane. 

Will the Government find it politically possibly to tolerate 
a situation where the price of free sale sugar goes up to Rs 10 
or more per kilo? This seems doubtful. But unless it does 
so, there it every chance that sugar production will once again 
sink under 40 lakh tonnes, against an annual demand of 48 
lakh tonnes. After the November release, there will be only 
2.25 lakh tonnes of sugar carried over into the new season. 
Thus there could be an unprecedented shortage of sugar, and 
imports will be more expensive than ever (the world price has 
just broken all rccotds). 

The sucrose recovery of khandsari units is only seven per 
cent and of gur units only five per cent compared to an average 
of 10 per cent for sugar. Hence it is in the national interest that 
as much cane as possible should go to sugar mills. One way 


out would be to simply decontrol sugar once again. This will 
lead to an open market price of at least Rs 6 per kilo 
in November, but after January this would probably come 
down to Rs 4 to Rs 5 per kilo. At this price sugar mills could 
compete with their rivals and get as much cane as possible.^ 
But while this will mean relief for open market consumers of* 
sugar, it will almost double the burden for those depending on 
rationed sugar. An intermediate solution could be to reduce 
the share of levy sugar from 65 per cent to 50 per cent, cutting 
the sugar ration while moderating the open market price. This 
may well turn out to be the most politically acceptable alter¬ 
native. 

A section of the sugar industry strongly feels that decontrol 
is the best solution. But, the Maharashtra cooperatives have 
opposed decontrol for other reasons. The Government has 
announced generous incentives for new sugar units, which will 
be allowed to sell 75 to 100 per cent of their sugar on the 
open market, and most of these units are being set up by co- * 
operatives. They therefore have a vested interest in the conti¬ 
nuation of a dual pricing system. 

The Government's final decision will probably be influenced 
by short-term considerations. But it is necessary to consider the 
long-term perspective too. The energy crunch has brought 
home the lesson that agriculture must depend more on solar 
energy than fuel and fertilisers, and sugarcane is more efficient 
than any other crop in utilising solar energy. The labour 
intensivity of sugarcane is more than double that of 
cereals. Thus there is an excellent long-term case for in¬ 
creasing cane acreage. This means that farmers should be 
ensured a good price, which will ultimately have to be paid 
by consumers. There are plenty of leftists who declare that • 
sugar is an essential commodity, and poor people cannot 
afford to pay any more for it. But the truth is that poor people 
consume gur, and if this is retailing at Rs 4.50 per kilo it can 
hardly be claimed that urban consumers, generally better 
off, cannot afford to pay more than Rs 2.85 per kilo for 
rationed sugar. The price of gur can rise only if its consu¬ 
mers can afford these higher prices. It is well worth letting 
the price of cane rise to a new plateau, setting up new sugar 
mills (particularly in the productive regions of the West), and 
planning a much larger output. The expansion of the mills 
should be planned in such locations where they can best 
substitute low-recovery gur. A small farmer gets a far higher 
income out of cane than out of cereals, and cane can make 
the marginal farmer viable. Thus it is an excellent crop for * 
Indian conditions, and India would do well to create condi¬ 
tions where it is widely grown. 
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Escape Me Never 


The Prime Minister met the press in New Delhi recently against 
the sombre backdrop of nation-wide pessimism about the abi¬ 
lity of her government to deliver on its election promises. Two 
days earlier she had done a little more of the periodical tinker¬ 
ing with her Council of Ministers in an obvious exercise in 
make-believe that she is responsive to the public's concern 
which is as much over the preponderance of poor performers 
in her team of Ministers as about the poor performance of the 
administration as a whole. Once again, she was seen to be 
adding indifferently to quantity, while doing nothing about 
quality. 

* Mrs Gandhi, evidently, was unable to put her finger on more 
than one person, Mr S.B. Chavan, to fit into the position of a 
Cabinet Minister. Even in his case, his senior political standing 
and administrative status as a former Chief Minister of Mahara¬ 
shtra was not a sufficient cover for Mrs Gandhi’s motives for 
thinking of him. As press comments were quick to point out, 
she was primarily preoccupied with greasing the creaking wheels 
of her party machinery in that State. Again, the one major 
reshuffling of portfolios which she had effected was also a crea¬ 
ture of her subjective interests. The most charitable comment 
on her returning the Ministry of Petroleum and Chemicals to 
Mr P.C. Sethi has been that there should have been simpler 
ways of her patronizing or pampering this faithful and tireless 
^servitor on his sixtieth birthday. 

Not unnaturally, the Prime Minister was far from keen on 
discussing the cabinet changes when her attention was drawn to 
the feeling in the country that her team was incomplete and 
inadequate. She could not offer anything like a proper exposi¬ 
tion of her reasoning for making do with a collection of collea¬ 
gues which is indisputably the most uninspiring medley of 
mediocrities which any of the Prime Ministers, including she 
herself, had felt obliged to be saddled with at any time before 
the present Government came into power. Even the most obvious 
complaint that many major portfolios continue to be without 
a whpletimc Minister could do no more than elicit from her the 
pointless answer that ‘‘just because somebody is looking after 
f two Ministries, it does not mean that the cabinet is not complete 
or that the work is suffering.” It did not occur to her that she 
herself had just decided that Education and Health and Family 
Planning needed to be looked after by two separate Cabinet 
Ministers. How then could she argue that it was not necessary 
to extend this logic, for instance, to the Commerce and Steel 
portfolios for managing which Mr Pranab Mukherjee is being 
required to use both his hands ? Surely, in terms of day-to-day 
decision-making or even routine administration, these portfolios 
are as demanding as any. 

It is not enough for Mrs Gandhi to contend that, by appiont- 
ing quite a few Ministers of State, she has seriously engaged her- 
, self in bringing up a younger generation of politician-adminis¬ 
trators who could in due course assume major responsibilities 
ui running the Government. It cannot be claimed surely that 
much talent has been thrown up from among the junior Minis¬ 


ters who have already been in office for some time, while there V* 
are not too many among her latest selections who are readily ,r " 
recognizable for their clamant calibre, On the contrary, the 
subjectivity of her choices is all too conspicuous. 

In any case ail the junior Ministers hopefully opening files, ; 
cannot make up, whether individually or collectively, for the 
extreme insufficiency of political or Government leadership of 
stature in Mrs Gandhi’s Ministerial entourage. Incidentally, 
Ministry-making, both at the Centre and in the Stales, is pro¬ 
viding tempting opportunities for amplifying the perquisites on* ; 
joyed by Presidents, past or present. In the wake of a son-in¬ 
law of Mr Sanjiva Reddy making his way into the Anjiah Minis¬ 
try in Andhra Pradesh, a son-in-law of the late Fakhruddin Alt 
Ahmed has been found a place in the expanded Council of Minis¬ 
ters at the Centre. The latter, perhaps, should have been put in 
charge of a speciallyxrcated portfolio for Assam Affairs, instead 
of merely being placed in the Commerce ministry as Mr Pranab 
Mukherjee’s under-study. 

This issue is not a mere matter of starting an argument with 
Mrs Gandhi or keeping it going. While it is true that the people 
still tend to identify the Government with her and her with the 
Government, it is becoming more and more difficult even for 
the eternal faithfuls or the eagerly credulous to wallow in the 
belief that she could effectively cope with the problems of Go¬ 
vernment or country by her unaided leadership qualities. The 
Prime Minister has become far too sensitive to any discussion 
of her physical or other fitness for continuing to perform as the 
sole and super star of the ruling party but the public interest 
demands that the personal limits of her capacity to assume all 
the authority or responsibility of government and exercise or 
discharge it successfully should be objectively debated and 
determined. 

Indeed, whether Mrs Gandhi likes it or not, this process of 
evaluation is definitely going on in the country and is becoming 
more and more insistent on the attention and the judgment of 
the people, It has been said often enough that there is no visi¬ 
ble alternative to her as head of Government or the political 
leader of the nation. It is now beginning to be said -and we are 
going to hear this more and more frequently—that her personal 
preponderance is not enough and that only by her ability to 
function with and through a team of leaders can her Govern¬ 
ment survive in any meaningful sense of the term and function 
in strength. In the democratic world, the United States of Ame¬ 
rica is just now going through, however clumsily, the essentially 
satisfying process of the people giving unto themselves a govern¬ 
ment of their choice. In the communist world, contrary to text 
book theories, both China and the Soviet Union are showing 
themselves capable of putting through a more or less orderly 
succession of political leadership or Government. Could it be 
that, because India, in a basic sense, is neither here nor there, 
its political mind is chronically confused by the plaguing 
anxiety : ‘If not you-know-who, then, who 7 
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J ust as there are flatterers and toadies deniy discover ail sorts of authoritarian make it impossible for our self-seeking ^ 
who see divine guidance in every overtones in it. This is absurd. Surely politicians to topple a Government, there* 
move that Mrs Gandhi makes, so also the case for a Presidential system must by enabling the latter to concentrate on 
there are politicians and intellectuals who be discussed on merit, and not with re- its real work. It will put an almost com** ,v ; 
scent authoritarianism in everything she ference to what Mrs Gandhi thinks of it. plete end to defections and party splits, 
does. Even if she merely raises her hand nphere are intellectuals who claim that it will enable a President or Governor to 
to scratch her nose, these gentlemen will -I- 0 m* parliamentary system is perfectly choose his Cabinet from the whole popu- 

interpret it as a prelude to dictatorship, all right, and the only thing wrong is the lation, instead of being limited to those 
This explains why such a furore has been p e0 ple elected by the system. I cannot who have been elected. This will certainly 
created by Mrs Gandhi’s gambit in start- think of a more nonsensical viewpoint, help improve the tone of administration, 
ing a national debate on the suitability The parliamentary system is designed to Finally, it will give us fixed electoral 
of the existing Parliamentary system of elect people who reflect the people’s terms for our rulers in place of the exist- 
Government. There is little question views. And when the people themselves ing system where the Prime Minister (or 
that the AlMndia Lawyers’ Conference are highly tolerant of corruption and defectors) can decide on the date for dls- 
which discussed this issue last week was nepotism, and indeed routinely seek these solution. Thus all elections will take 
inspired by Mrs Gandhi. It is also clear two avenues to advance their own cause, place on a single date, and there will be 
that the sponsors of the conference deli- ft IS inevitable that the elected politicians no need for political parties to keep rate* 
berately excluded certain lawyers sympa- vvill also be corrupt. Never have voters ing election money all the year round, 
thetic to Opposition parties. But how bothered to distinguish between corrupt T doubt if these are the considerations 
does this in any way invalidate the dair- and honest politicians—the late Mr L.N. * uppermost in Mrs Gandhi’s mind. But 
/ability of a national debate on our over- Mishra was elected with his biggest ever when she has not even spelled out the 
all political system? majority after raising unprecedented type of Presidential system that she con- 

lf 33 years of independence have su ms of money for his party in the 1971 siders appropriate, it is^ridiculous to con- 
taught us anything* it is surely that the election. The ideal of clean public demn it in advance. Mr Madhu Limaye 
political system is rotten to the core. It iif e and British Parliamentary practice is outraged at the idea of a Presidential 
has thrown up a multitude of rascals, foisted on this country by Pandit system. But that is hardly surprising, as 
cut-throats and scoundrels who have Nehru and his colleagues was merely an such a system will leave him no scope for 
made a mockery of representative instance of cultural colonialism. True engineering defections and breaking 
Government, mjsued political power to democracy has now asserted itself, and parties. Mr Limaye has a reputation for 
line their own pockets, flouted all con- the voters have lowered politics to their hard work and complete honesty in 
ventionsand lowered standards in every own level. It is not just our politicians money matters. He is living proof of the 
walk of life. but our voters who are unfit to make the adage that the way to hell is paved with 

Every single political party is full of Parliamentary system a success. good intentions. 

I such bloodsuckers, and it is idle to A Presidential system would diminish Mr Atal Bchari Vajpayee has also slat- 
pretend that Mrs Gandhi or the RSS has considerably the evils of the existing set- ed the new proposal. “Nothing has hap* 
a monopoly of vices. The rot is there for up, assuming it is extended to provide pened lately that warrants or justifies 
all to see, and yet commentators are for directly elected Governors of States any switching of options”. Has MrVaj- 
unwilling to condemn the system, as well. At present. Chief Ministers spend payee already forgotten the events of 
They prefer to don blinkers and find all more than half their time worrying about 1979 which broke the Janata Party and 
kinds of authoritarian tendencies inlaw- plots by dissidents to oust them. Even ensured Mrs Gandhi’s return to power? 
yers who favour a Presidential system when a party has a massive majority in a If Mrs Gandhi really wants to crack 

of Government. State, it takes no more than six months down and assume dictatorial powers, she 

Mrs Gandhi is by no means the first for dissidents to make the Chief Minis- does not need a Presidential system, or a 
to have suggested a Presidential ter’s position shaky. Experience shows National Security Ordinance or anything 
system. Many others have done so in- that a Chief Minister cannot fight poverty else. She can simply go ahead, and as in 
I eluding Mr Devraj Ur$. No intellectual and plots at the same time, and the end 1975 hardly a dog will bark at the snuff- 
l has ever quoted this as proof positive result is that we have more poverty and ing out of civil rights. The case for a 
! £hat Mr Urs is out to become a dictator, more plots than ever before. The signal Presidential system has to be debated at 
But when Mrs Gandhi makes the very merit of a system of directly elected an entirely different level, 
same suggestion, our intellectuals sud- Governors and a President would be to Swamfnathan S. Aiyar 
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Slurry Pipes for Coal Transport 

O. P. Kharbanda 


The oil price hike of 1973 led to frantic 
search for alternative energy sources. 
Massive research programmes all over the 
world in this direction will, in due course, 
bear fruit. Meanwhile, emphasis has 
shifted to the other non-renewable fossil 
fuel—10-12 times that of oil. But what¬ 
ever, the fuel energy source, it must be 
transported to the point of usage. 

The question is: how ? Oil being liquid 
is somewhat easier to move. Apart from 
the conventional means (tanker) it can and 
more often tham not, is transported by 
means of pipeline. According to one esti¬ 
mate some 30,000 miles of pipeline are 
currently under construction round the 
world and about twice as much are pro¬ 
posed and/or planned to be taken up for 
construction. Construction in the US 
alone is stated to be about one-fourth of 
these figures. 

Pipelines have an obvious advantage 
over tankers. They are continuous, main¬ 
tenance is minimal, and the labour element 
is nominal. Hence escalation over a 
period of years is nominal too. This is a 
vital factor in today’s economic condi¬ 
tions of high inflation. 

Economic Proposition 

Can coal be moved by means of a pipe¬ 
line ? Fortunately, yes: as a slurry (50%) 
with water. It is economical and practical. 
Apart from coal, other solid materials 
notably limestone and iron and copper 
concentrates have been successfully trans¬ 
ported by means of a slurry pipeline. In 
addition to the US where about 8000 miles 
of slurry pipelines are proposed/planned, 
the USSR is reportedly planning some 1500 
miles of slurry pipelines. Other countries 
that have or are proposing to have slurry 
pipelines include Australia, Brazil, Chile, 
India and Italy. 

Coal production and usage has stagna¬ 
ted around 100 million tonnes for the last 
five years. Nearly two-thirds of the coal 
produced is transported by railways. Like 
other essential commodities and as in 

Dr Kharbanda is a fellow of the Institute of 
Chemical Engineer*. 


other countries, railways are required to 
transport coal at below cost, the shortfall 
being made good on other materials. The 
quantity of coal transported by railways 
in India has been steadily declining: 67.7 
MT in 1976-77,64.1 MT in 1978-79 and 
62.0 MT in 1979-80. The reason for this 
decline is a mystery, for the railways say: 
not enough coal; while Coal India main¬ 
tains: not enough wagons. The truth 
probably lies in the middle. 

Use in Power Generation 

Over one-third of the coal produced is 
used for generation of power. Further, 
the contribution of coal to power genera¬ 
tion is slated for a rapid increase in India 
and other countries (notably the USA, 
the USSR and China with substantial coal 
reserves). Projections by the World Coal 
Study (MIT) indicate that this is likely to 
increase to 40 per cent in 1985, 45 per 
cent in 1990 and 53 per cent in 2000. This 
would mean transport of nearly 146 MT 
coal to power stations alone in 2000 AD, 
against the present figure of around 36MT. 
The increase in coal usage for power will 
be far more than for other usages, total 
coal consumption in 2000 AD being esti¬ 
mated at 225 MT. In other words while 
the total coal consumption will increase 
by a factor of 2,25, that for power genera¬ 
tion will increase by a factor of 4.0. 

The main advantages of a slurry pipe¬ 
line over railways for transport of coal 
may be briefly stated: Lower cost (50-75% 
of rail), no theft and pilferage, no dust, 
noise or congestion, and it can pass 
(underground) through cities. 

The major problems associated with the 
use of coal slurry pipelines should also 
be noted. A large quantity of water is 
required, about a ton per ton of coal. In 
some countries, notably the USA, there 
exist particularly for large volume and long 
distance, serious right of way problems. 
Research is currently under way to reduce 
the water requirement to as low as 0.3 
tonnes per tonne of coal. Further, fluids 
other than water are feasible, for exam¬ 


ple oil and methanol. Neither of these 
need be separated from the coal, since 
they are fuels in their own right. In ad¬ 
dition methanol is a very clean fuel and 
considered a great prospect for the future. 
Moreover, with the present price struc¬ 
ture, it is now economical to produce me¬ 
thanol on a large scale at the pithead it¬ 
self, and the slurry pipeline for methanol- 
coal to the consuming power station' 
would be logical. 

Coal-water slurry pipeline was the sub¬ 
ject of a US patent as early as 1891 when 
a short pipeline was laid in New York 
City. Shortly thereafter, in 1914, a slurry 
pipeline was set up to carry coal into 
London also. However, over four deca¬ 
des passed before a major modern coal 
slurry pipeline was laid from a mine in 
Ohio to a power station to carry one 
million tonnes of coal per year. Another 
major pipeline, Black Mesa, was set up in 
1970 to provide 4.8 million tonnes coal 
per year from a coal mine in Arizona to 
a power plant in Nevada. This pipeline 
has established an outstanding reliability 
record of better than 99 per cent. 

The New Forum 

Many more are planned, particularly 
in the US. These will carry 10to45 million 
tonnes of coal per year over distances 
varying from 300 to 2400 kms. The interest 
in the subject has increased to such an 
extent that a Slurry Transport Associa¬ 
tion has been formed to serve as a forum 
for exchange of technical and other infor¬ 
mation regarding this subject. An inter¬ 
national technical conference has been 
held every year since 1976 and the pro¬ 
ceedings of these are issued for wider cir¬ 
culation. 

With rapidly escalating oil cost and 
inability of railways to cope with targeted 
increase in coal traffic, slurry pipelines 
may soon become an economic necessity. 
Recent estimates in the USA indicate that 
a 52-3 billion slurry pipeline can save, on 
average, SI billion per year in transporta¬ 
tion cost. In addition its reliability is 
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much better and the transport cost does 
\ not escalate as fast as that for rail or 
road or by sea. This is due to rhe fact 
that the labour element of a slurry pipe¬ 
line operation is much lower (23%) 
compared to that for rail (60%). 

A 67 KM iron ore concentrate slurry 
pipeline has been completed between 
Kundremufch and Mangalore. A unique 
feature of this pipeline is the digital com¬ 
puter control for its operation, perhaps 
the first one of its type in the world. 

When and where will the country’s first 
coal slurry pipeline be ? One can only 
speculate. But feasibility studies for the 
following lines are reportedly in hand or 
likely to be taken up shortly: From Sing- 
rauli mines (MP) to Wankobori power 
plant in Gujarat (1200 km), to Vapi for 
the proposed 2000 MW station (1000km) 
and to Ropar via Badarpur, Panipal and 
Bhatinda. The feasibility studies are 
being undertaken by Engineers India Ltd 
and offers for supply of technology are 
reported to have been received from 
Canada, France and the USA. 

Considering that coal transport has 


been a major constraint in power produc¬ 
tion, it to expected that slurry pipeline 
will help matters. It will complement and 
supplement rail and other modes of trans¬ 
port (road, barges and ships for coastal 
shipping). As is generally the case, no 
single method will suffice. The solution 
lies in using a combination of methods, 
each ‘tailored’ for the specific need. 

Since railways transport by far the lar¬ 
gest quantity of coal, it is recommended 
that the proposed slurry pipelines are 
owned and operated by the railways. 
This would obviate the right of way 
problems which have seriously threaten¬ 
ed the new mode of transport, parti¬ 
cularly in the USA. The pipeline could 
be run along or under the track and its 
maintenance as well as security would 
be carried out within the existing struc¬ 
ture in railways. 

Most of the coal at present produced 
in India is concentrated in the Eastern 
and South-Eastern belt. This necesila- 
tes movement over long distances, often 
as much as 1000-1500 Km and even 
with subsidised freight rates and tele¬ 


scopic systems (15 P/T Km for 100 Kttt 
and 7 P/T Km for 750 Km)* the freight 
rate often exceeds the pithead price of 
coal. It is precisely in this range (long 
distances) that pipeline transporl is 
economical and attractive. 

As a first step to locating areas of 
potential usage of coal slurry pipeline, 
it is essential that a fully detailed logis- 
tic map, showing quantity of coal trans- 
ported with the respective distances is pre¬ 
pared. The map should also show whe¬ 
ther there is traffic (goods) in the reverse 
direction also. The best candidates for 
slurry pipeline would be; Substantial 
quantity of coal, say 5-10 MT/year; Jong 
distance, say 500-1500 Km and wagons 
returning to the coalfield empty. 

The pipeline once having been laid 
could, of course, be tapped at various 
points enroute. But the approach must 
be pragmatic based on economic sense 
rather than on extraneous considerations. 
On this basis, Gujarat may well be the. 
first State to be served by a slurry pipe¬ 
line. As noted earlier, feasibility studies 
for this arc already in hand. 
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Economic Analysis 


Indian Joint Ventures Abroad 

Subhash J. Rele 


Indian joint ventures abroad have 
once again become a focus of atten¬ 
tion. The findings of a recent official 
assessment of their progress make 
dismal reading. It reveals that upto 
the end of July 1980 as many as 190 
of the 390 projects sanctioned by the 
Government of India remained un- 
implemcnted. What is particularly 
striking is the meagre contribution they 
have made to the export of Indian 
machinery and equipment. Upto the 
end of July 1980, the value of addi¬ 
tional exports generated by Indian 
ventures was no more than Rs 70 
crorcs. Earnings repatriated to India 
through them were a mere Rs 7,10 
crorcs. Exports and repatriation to¬ 
gether have not been enough to make 
up the cumulative capital outgo of 
Rs 87.30 crorcs from India as equity 
investments in these ventures. Even 
considering that such investment of 
only Rs 34.30 erores is in projects 
which are already operating, the foreign 
exchange gains accruing to India are 
too small to justify larger Indian equity 
participation. Not many in the coun¬ 
try are aware that the majority of 
ventures incurred heavy losses till 
1976-77, but these were converted 
into a profit of Rs 6 erores the fol¬ 
lowing year. 

Thus there is nothing to crow about 
the performance of these ventures 
abroad. There is no dearth of ex¬ 
cuses given for such low earnings. 
The stock argument runs something 
like this: more than 75 enterprises 
commenced production only after 
1973. True, Indian enterprises have 
reinvested their earnings in order to 
raise the equity to a desired level; in 
other cases technical know-how fees 
havebecn capitalised. Moreover, units 


which went on stream quite some time 
back had to be abandoned in the wake 
of the nationalisation policy of the 
country concerned. Projects in Ethiopia, 
Nigeria and Libya are examples. If 
the rate of return can be taken as 
a yardstick for evaluating the working 
of these ventures, it must be said that 
Indian ventures have failed to register 
any marked improvement. 

The nagging question is: Why are 
Indian entrepreneurs going abroad? 
Reasons are many. Some venture out 
due to severe curbs imposed upon the 
expansion of large industrial houses; 
some jump on the bandwagon in order 
to get import entitlements, but most 
of them are lured away by attractive 
incentives offered by several develop¬ 
ing countries. At a time, when the 
first few entrepreneurs went abroad- 
two main events were largely responsi¬ 
ble. The first-capital goods reces¬ 
sion during 1969-72 and second—a 
severe foreign exchange crisis. It is 
obvious that the quest for retained 
profits came later on. One vociferous 
trade union leader recently alleged that 
large industrial houses embark out 
to make “fast buck”. The truth is 
that very few succeed in making fast 
buck. The argument that entrepre¬ 
neurs, particularly after the passage of 
the MRTP Act, have been deliberately 
looking for such opportunities outside 
the country mainly with a view to 
transferring capital from their country 
which is so badly needed for domestic 
development does not hold water. 

Given the goals for establishing 
joint ventures abroad, the mortality 
rate is high. It is as high as 45 per 
cent. This has, to a certain extent, 
damaged our reputation abroad and 
undermined our credibility. Seldom is 


the real truth revealed in the case of 
abandoned ventures. It has been 
pointed out that in quite a few cases 
Indian entrepreneurs did not do their 
home-work, i e. their pre-investment 
calculations regarding market pros¬ 
pects, competition, cost, quality of 
technical skills, etc. In several cases 
the assessment of the viability of a 
venture in terms of cost was faulty. 
Many did not have the requisite mar¬ 
keting set-up to handle exports suc¬ 
cessfully. Most of them were not 
geared to operate in an open and 
competitive market. Absence of the 
right type of local partner, local senti¬ 
ments and changes in political situa¬ 
tion have had their impact. 

In a recent study, it was disclosed 
that there was little, if any, attempt 
to invest in a distribution system, 
develop a brand loyalty, invest in new 
product development, etc. We have 
hardly taken any lesson from the 
operations of the multinational corpo¬ 
rations working in India. Again, most 
of the entrepreneurs have sketchy 
market survey .and poor technical, 
managerial and financial back-up from 
the parent company In several cases 
it has been observed that the commit¬ 
ment of the Indian entrepreneurs to 
the project is marginal, The business 
economist attached to a large indus¬ 
trial house commented that our atti¬ 
tude to joint ventures abroad is very 
“frivolous”. The idea still prevails that 
the manager who is going to manage a 
project is going on an extended holiday 
abroad at the company’s expense. 

A lot is said about our ventures in 
Malaysia. What is the exact position? 
It is true that about 57 Indian joint 
ventures, perhaps the largest number, 
have been approved in Malaysia. But 
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90 per cent of the 23 operating units 
are in the red, 23 have remained un¬ 
implemented and five have been 
abandoned half-way through. A recent 
exercise by the Union Commerce 
Ministry revealed that a number of 
Indian joint ventures had failed to take 
off while some others had been wound 
up after a few years of dismal perfor¬ 
mance. Ventures in Frhiopia, Nigeria, 
Libya and also in Canada are examples 
in this icgard. Nearly 100 Indian 
joint ventures were approved in Africa. 
But the region claimed one of the 
highest mortality rates—55 per cent of 
the total projects sanctioned. Success 
has eluded us even in West Asia where 
sixtyeight projects were approved 
but only a few have been able to go 
into commercial production. 

It must be remembered that a joint 
venture abroad is not an isolated 
island in a country's life. It is an 
essential part of it. It does not need 
any crystal-gazing to realise that most 
of the pitfalls and perils which have 
bedevilled joint ventures could have 
been foreseen and insured against. 
Several cases have come to light re¬ 
cently where investors have not been 
serious about proposals they make 
initially and withdraw later on for no 
valid reason. Paucity of funds has 
also put joint ventures in a tight posi¬ 
tion. Many advanced countries offer 
financial assistance on easy terms to 
ventures abroad. Why not India open 
a soft loan window through the Indus¬ 
trial Development Bank of India? 
There arc 123 overseas branches and 
offices spread over twentyfive countries 
besides, subsidiaries and affiliates of 
Indian banks. True, recently banks 
have increased their capabilities to 
provide a wide range of services to 
Indian and foreign businessmen for 
setting up joint ventures like merchant 
banking services, documentation, for¬ 
mulation of financial terms and condi¬ 
tions in the contracts, provision of 
market information, evaluation of 
credit risks, etc. An Indian entrepre¬ 
neur who suffered at the hands of a 
foreign branch of an Indian bank 
wants our banks to be more aggressive. 


He would like our banks to be more 
helpful so as to enable entrepreneurs 
to effectively face the stiff competition 
from their counterparts belonging to 
industrialised countries. 

Indian sources have also been slow 
in meeting the requirements of joint 
ventures in regard to machinery and 
equipment. Uncertain deliveries re¬ 
sult in total stoppage of work and huge 
losses. Any ban on export of certain 
items, because of domestic constraints, 
should not be applicable to joint 
ventures. Indian joint ventures have 
to work under various limitations of 
size, technology, brand image, re¬ 
sources etc. There are also some 
basic weaknesses which the country 
has to reckon with. India's capacity 
to export capital is modest by com¬ 
parison with developed countries. The 
country has yet to establish brand and 
product image and acceptability in 
overseas markets. Our ventures abroad 
are not large enough to compete with 
multinational firms on equal terms. 

The criticism persists that the con¬ 
cern of New Delhi over abandoned or 
sick ventures is an empty rhetoric. 
Whichever thesis you want to accept, 
somewhere there is a joint venture 
story that is not being told. Investors 
have also been indulging in malprac¬ 
tices like fudging of accounts and 
canalising profits earned into unpro¬ 
ductive channels. What the Govern¬ 
ment should do is to plug loopholes 
wherever they exist. Little seems to 
have been done in this regard and 
many bitterly complain that the lethar¬ 
gy is an unhappy portend for the 
future. What is necessary is to have 
an indepth analysis of abandoned 
ventures and find out not only the 
means of avoiding this but also im¬ 
proving the rate of remittance. Cor¬ 
rective measures need to be related to 
the causes of the high mortality rate. 

There are a number of fairy tales in 
circulation about joint ventures. One 
that has often been expressed is that 
only big industrial houses can enter 
into this area. It is not so. Many 
small and medium industries have 
ventured in this field. Again it is not 
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true that a lot of capital is needed to J 
start a joint venture. Much depends 
upon the size of the venture. What is to 
be discouraged is rhe tendency to resort 
to over simplification and generali¬ 
sation. In the light of experience 
gained during the course of the last 
two decades a policy of cautious 
optimum would serve us better. 

The Government seems to nurse 
exaggerated expectations from joint 
ventures. How otherwise could one 
think of the recent proposal to pro¬ 
mote Rs 1,000 crore worth of joint 
ventures abroad? There are still 
several sick joint ventures which 
with some management and financial 
inputs can become healthy. It is no use 
trotting out excuses or searching for 
alibis to wriggle out of the impasse. 
Some anxious rethinking is necessary. 
Abandonment of ventures is a lesson for 
us if we at all care to learn. Mr. M.K. 
Raju, Management Consultant, who has 
studied the causes of sickness in depth* 
while addressing the participants at the 
international seminar on Jndo-Malay- 
sian relations, called for a crash pro¬ 
gramme to salvage sick joint venture 
units in Malaysia through a generous 
dose of equity in cash and management 
support. He drew pointed attention 
to the fact that more than 80 per cent 
of the joint ventures which have com** 
mcnced production are unprofitable 
or barely profitable. His pica that the 
policy of joint ventures of the Govern¬ 
ment should be integrated into national 
economic policy needs a close scrutiny. 

The moot question is: Are we reaBy 
making the best use of available in¬ 
dustrial potential for fruitful and 
productive development abroad? Are 
our present efforts directed towards 
permanent sources of invisible earn¬ 
ings? Many units are still in the 
initial stages of operation. Over a 
period of time the invisible earnings 
by way of dividend, technical know¬ 
how fees, royalties and other services 
would go up provided units break even 
and those under implementation are 
completed. But for achieving unit- 
wise viability we must evolve a policy. 
That is lacking at the moment. 
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“WThAt the Prime Minister said at the 
” conclusion of her press conference 
in the capital last week was quite reveal¬ 
ing. She implied, with obvious relief, 
that she had been Jet off lightly. This 
argues, at the worst, a guilty conscience 
and, at the very least, an uneasy one 
about the performance of her Govern¬ 
ment. An edit in The Statesman (October 
23) found fault with the press corps for its 
lack of initiative or persistence in putting 
questions, or eliciting replies. But, then, 
these press conferences have never been 
known for their professionalism. The 
problem is that, on these occasions, the 
chief business on either side too often 
tends to become a simple exercise in 
showing off. The Prime Minister, natu¬ 
rally, is the star performer, while the 
main concern of most of the more vocal 
journalists present has invariably been 
merely to get into the act anyhow. It is 
not surprising, therefore, that these ses¬ 
sions are rarely productive. 

Moreover, for Mrs Gandhi, in her pre¬ 
sent condition or circumstances, safety 
lies in talking without saying much. The 
more serious journalists, therefore, have 
every reason to be cynical about any 
professional session with her. If there is 
doubt about this in any quarters, I re¬ 
commend attention to the frivolous man¬ 
ner in which she dismissed even the half¬ 
hearted attempts at raising the issue of 
the propriety of the Government take¬ 
over of Maruti. Asked about plans for 
utilizing the “infrastructure” which 
Maruti Limited is supposed to have built, 
Mrs Gandhi breezily observed that the 
plant might be set to work on the manu¬ 
facture of “perhaps some kind of auto¬ 
mobiles”. As a basis for a company 
prospectus, this statement of intentions 
must rank with the historically celebrated 
solicitation of public subscriptions of 
capital, during the hectic days of the 


“South Sea Bubble”, by promoters of a 
venture for importing out-size jackasses 
from Spain into England. Over rupees 
four crores of public money have already 
been arbitrarily appropriated for this 
questionable purpose of ritually rehabili¬ 
tating the Maruti ‘culture’ and this finan¬ 
cial commitment is quite evidently only 
the beginning of a possibly massive sink¬ 
ing of State funds into a project which 
has throughout lacked credibility. 

The Statesman , in its edit (October 23), 
referred to this and some other thorough¬ 
ly unsatisfactory passages in the proceed¬ 
ings of the press conference. But, for some 
strange reason, it did not make even a 
passing reference to the gross impropriety 
committed by the Prime Minister when 
she gratuitously expressed her views on 
the Bandaranaike affair in Sri Lanka. Mrs 
Gandhi has now clearly confirmed the 
charge that she has been quite responsive 
to the approaches made to her by the ex- 
Prime Minister of Sri Lanka and her 
son for the know-how for saving them¬ 
selves from a predicament not dissimilar 
to the one which Mrs Gandhi herself came 
very near to facing in the course of 
1977-79. 

TVo one with any proper awareness of 
what is not the done thing between 
the friendly Governments of two inde¬ 
pendent countries can deny that it was 
not proper on the part of Mrs Gandhi to 
have encouraged these technical or busi¬ 
ness consultations. Now she has placed 
herself in an even more dubious position 
by criticising the constitutional proce¬ 
dures or the proceedings of Parliament of 
a sovereign country and expressing her 
disapproval of what has been done by the 
Government of that country in words 
which definitely amount to interference 
with the interaal^aflairs of that country. 
With the Bandaranaike faction threaten¬ 
ing to take its grievances to the streets, 


the law and order situation in Sri Lanka 
is bad enough without Mrs Gandhi pok-' 
ing her prominent nose into it. 

What makes her conduct thoroughly 
deplorable is that her obvious interest is 
essentially of a personal nature. Even 
during periods when there had been much 
disquiet in the relations between the two 
countries because of problems connected 
with people of Indian origin resident in 
Sri Lanka, New Delhi had studiously and 
successfully observed diplomatic restraint 
and an austere sense of political responsi¬ 
bility. She who is the Prime Minister 
of India now has however chosen to act' 
by a different set of norms simply because 
of subjective personal considerations. 


O eports from Colombo, at the time of 
writing, indicate that Mrs Gandhi 
has succeeded only in pleasing the 
Bandarnaike faction at the cost of incur¬ 
ring the displeasure and distrust of the 
dominant political opinion, which had 
vindicated itself by its massive electoral 
success in the 1977 election that toppled 
the rule of Mrs Srimavo Bandaranaike. 
This is not something which the people of 
this country have cause to be happy about. 
Even without this muddle, our relations 
with our close neighbours have been 
nothing to write home about. Pakistan 
and India, on the intcr-Governmental 
plane, are virtually at daggers drawn. 
Between Nepal and India, more things, 
more often, seem to be going wrong than 
right. As for the India-Bangladesh 
nexus, Dacca and New Delhi seem to be 
barely on talking terms where anything 
that is worth talking about is concerned. 
During the Janata rule, thanks particu¬ 
larly to Mr Morarji Desai’s perceptions 
and priorities, India’s relations with her 
neighbours were progressing along pro¬ 
mising lines. In the past nine months, 
however, there has been considerable re¬ 
gression. Mrs Gandhi, or the foreign 
policy attitudes or decisions of her 
Government should not be blamed ex- 


asively for this setback, but, it is quite 
order to point out that the leader of 
e Government of this country has no 
isiness to go out 
‘ her way to add 
• its problems 
neighbouring 
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In the Nation 

t 

Pricing of Foodgrains 


With the major wheat and barley pro¬ 
ducing States having suggested at the last 
week's meeting of the State Chief Ministers 
with the Union Minister for Food and 
Agriculture, Rao Bircndra Singh, much 
higher procurement prices, ranging upto 
Rs 152 and Rs 140 per quintal, respecti¬ 
vely, it remains to be seen whether the 
recommendations of the Agricultural Pri¬ 
ces Commission (APC) for fixing these 
prices during the next rabi marketing sea¬ 
son at Rs 127 and Rs 85 a quintal will be 
put in cold storage and the prices fixed 
at somewhat higher levels as was done in 
the case of paddy, the procurement price 
for which this year was fixed at Rs 105 
per quintal as against Rs 100 suggested 
by the APC. 

As a result of the recent raises in 
the sale prices of fertilisers and diesel 
oil, the costs of other farm inputs as well 
as of transportation going up signi¬ 
ficantly and the economy being afflicted 
by serious general inflationary conditions 
till lately, there is indisputably a good 
case for substantially stepping up the 
procurement prices compared to the gra¬ 
dual increase effected in them in the past 
four years. But jacking them up beyond 
the expert advice of the APC does not 
seem to be warranted, even though, as 
Rao Birendra Singh has observed, there 
is need to augment wheat procurement in 
the coming season to at least nine million 
tonnes from the normal about six million 
tonnes. This is felt necessary owing to 
the serious erosion that has taken place 
in wheat stocks as a sequel to largcr-tban- 
normal drawals last year on accouut of 
drought and the scaling up of the food- 
for-work programme. 

The contention that the terms of trade 
going against agriculture in the recent 
years, there is need to correct this posi¬ 
tion also, of course, does not contain 
much weight. According to a recent ad¬ 
mission by the APC, steps had* already 


been initiated in this regard during the 
Janatc Government’s regime through re¬ 
ducing substantially the prices of agricul¬ 
tural inputs, on the one hand and gra¬ 
dually increasing the procurement prices, 
on the other. Even in the recommenda¬ 
tions of the APC on the procurement pri¬ 
ces for both kharif and rabi grains this 
year, this pertinent point has been accor¬ 
ded due consideration as the increased 
costs of inputs undoubtedly have not 
pushed up farming costs to the extent the 
increases in the procurement prices have 
been suggested, 

Heartening Development 

It is heartening to note, that unlike on 
the previous occasions, there has not been 
stiff opposition to the stepping up of the 
issue prices of foodgrains from the central 
stocks this time. Whereas on earlier occa¬ 
sions, all the deficit States used to be op¬ 
posed to this, only the West Bengal Go¬ 
vernment expressed itself strongly at the 
last week's deliberations against issue pri¬ 
ces being raised. Most of the other States 
were reconciled to some increases in issue 
prices, though they desired that the in¬ 
crease should not be equal to the enhan¬ 
cement in procurement prices. 

It is true that the country currently is 
encountering many difficulties on the eco¬ 
nomic front and the priceline is yet to get 
stabilised fully, yet it is imprerativc that 
the structural change in the sale prices of 
foodgrains should be effected without 
much further delays as the burden of 
subsidy is mounting fast and every one 
rupee increase in procurement prices 
raises it by about Rs 7.5 erorcs. A ten- 
rupee increase in the procurement prices 
of both wheat and paddy will, thus, raise 
the food subsidy; which already exceeds 
Rs 600 crores, by as much as Rs 75 crores. 

Since this structural change has to be 
effected, it will be much easier to do so 


without upsetting the priceline unduly in 
a year of good crops such as the current 
one when the overall availability in the 
open market if expected to be comfortable 
and the Centre still has sizeable stocks 
(after the current kharif procurement, they 
may be around 16 million tonnes) which 
can be used for influencing market trends. 
The imperfect marketing system is respon¬ 
sible for the open market prices command¬ 
ing sabstantial premium over the prices 
at the fair price shops at several centres 
in the country, whereas at most places 
the spread between the issue prices and 
the open market prices is not very large. 
This problem needs to be tackled through 
a closer monitoring of the open market 
prices and augmenting supplies in the 
centres falling out of line with the general 
trend. A significant raise in the issue 
prices of both rice and wheat is urgently 
called for as any large increase in food 
subsidy will necessitate greater resort to 
deficit financing, which is more regressive 
in its incidence on the vulnerable sections 
of society. 

Difficult Proposal 

The pica of Mr Randhir Singh, in his 
note of dissent to the majority report of 
the APC on the pricing policy for wheat, 
that a dual system of issue prices should, 
be introduced for the benefit of the wea¬ 
ker sections, though not injudicious, is 
difficult to administer. This plea was 
endorsed by Punjab at the last week’s 
meeting. Differentiation in issue prices 
can be done only according to declared 
incomes of consumers. It is extremely 
difficult to verify income statements. 
Consequently, the dual pricing system is 
bound to inject many mal-practices in 
public distribution. If the system is to 
be introduced, a more appropriate method 
of doing so will be to differentiate on the 
basis of the per capita income of an area.' ’ 
For instance, higher issue prices can be 
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rafed for concentrations of organised 
labour-force and big cities where the in¬ 
come levels are much higher than in the 
rural areas. 

The tendency on the part of State Go¬ 
vernments to enhance procurement prices 
on their own needs to be deprecated, as 
has been done by the Prime Minister, 
Mrs Indira Gandhi. The experience of 
sugarcane prices being fixed arbitrarily by 
some States in the recent past is suggestive 
of the fact that many distortions arise on 
this count. Moreover, the States will have 
to bear the burden of additional subsidy 
inherent in this mechanism. A few States 
*mao be able to afford subsidising agricul¬ 
ture on their own, but ultimately clamour 
is bound to arise for additional alloca¬ 
tions by the Centre for their developmen¬ 
tal programmes. It is high time that the 
State leaders started thinking in terms of 
national interests instead of confining 
their visions to the interests of their own 
areas. 

The plea of the Government of Maha¬ 
rashtra for fixing procurement prices diffe¬ 
rently for different Stales in view of the 
^ varying costs of production, of course, 
merits consideration. But the difference 
in procurement prices in different States 
will have to be contained within reason¬ 
able limit. So far as wheat is concerned, 
there is good seope of fostering its culti¬ 
vation in the eastern States, including 
Bihar. 

Effective Procurement 

Besides some differential in the 
procurement prices in these States, the 
Food Corporation of India and the State 
Governments concerned need to ensure 
effective procurement operations. The 
farmer will make extra efforts only if he is 
assured effective marketing arrangements 
for his produce. The procurement machi¬ 
nery in these States leaves much to be 
desired. Going in for an ambitious storage 
building programme in these States can 
help in assuring the farmers there that 
steps are being taken to strengthen the 
procurement machinery in their areas. 

The consequence of the recent cut in 
the allocations of wheat for public distri¬ 
bution through fair price shops or for the 
^food-for-work programme needs to be 
■ watched very carefully. This will tend to 
escalate the rising trend in wheat prices in 


the current lean season. If need be, some 
imports of wheat may be arranged against 
the targeted exports of one million tonnes 
of rice this year. 


Food for 
Confrontation 


The Chief Minister of West Bengal, Mr 
Jyoti Basu, has expressed his regret and 
resentment at the criticism made by the 
Central Government of the implementa¬ 
tion of the Food-for-Work programme. 
This has been a matter of controversy 
for the past many months but it has now 
been intensified with the release of the 
report of a two-member study team, set 
up by the Union Ministry of Rural Re¬ 
construction, on the working of this 
scheme. 

The team which consisted of MrN.P. 
Singh, Director, Food-for-Work and Mr 
G.S. Sandhu, another Director in the 
Ministry, has found that the State 
Government is not strictly following the 
guidelines issued by the Centre. It has 
pointed out that the benefits of this pro¬ 
gramme have gone mainly to those who 
belong to the CPI(M) and other consti¬ 
tuents of the Left Front, that political 
considerations play an important role at 
every stage of implementation, and that 
there have also been serious irregularities 
such as the absence of proper estimates 
before taking up the work, the lack of 
effective supervision and, above all, the 
failure to give due regard to the creation 
of durable assets. The team has said that 
the practice of making the Panchayats 
solely responsible for executing the work 
under the scheme is not desirable. It has 
suggested that the system of appointing 
‘ job workers”, entrusted with the distri¬ 
bution of coupons for foodgrains and 
for the execution of the work, should be 
stopped. Instead, it has recommended 
that a small committee should be appoint¬ 
ed in each village, giving due representa¬ 
tion to the different political parties for 
carrying out the work under the pro¬ 
gramme. 

Mr Jyoti Basu has explained that the 
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State Government has entrusted the Wt**; 
chayats with the implementation of tihe; 
programme in accordance with its policy; 
of decentralisation of power. He has also 
pointed out that the guidelines issued by 
the Centre have not specifically suggest¬ 
ed that oommittecs should be formed as 
suggested by the study team. He has not 
replied to the other criticisms made by 
the team. Perhaps, the State Govern¬ 
ment may be sending its detailed com¬ 
ments in due course. Meanwhile, New 
Delhi is reported to have declined to pro¬ 
vide 20,000 tonnes of foodgrains urgently 
required by West Bengal. Nor has it per¬ 
mitted the State Government to buy this 
quantity of food so that the programme 
can be continued without interruption. 

It will indeed be unfortune if the 
progress of tlv programme is dis¬ 
rupted because of the differences in 
the approach adopted by the Centre 
and the State Government. While the 
Centre is, of course, justified in high¬ 
lighting the deficicnces and irregularities, 
it should not insist on the strict com- 
plianee with the guidelines. After all, 
guidelines arc not the same as orders or' 
directives. They are only the broad indi¬ 
cations as to how the programme is to be 
implemented and thg State Government 
should have some discretion in this 
matter. 

Amusing Criticism 

New Delhi’s criticism that the Pan¬ 
chayats are dominated by the CP1(M) 
and its allies seems to be rather amusing. 
It is well known that the Marxists have 
effectively infiltrated into the administra¬ 
tion at various levels, including the 
police. Even educational institutions are 
reported to have come firmly under their 
control. Can the Centre do anything to 
check this trend? Why then should it 
show so much concern if the Panchayats 
are controlled by the Marxists? 

Both the Centre and the State Govern¬ 
ment should avoid taking a rigid stand 
in regard to the implementation of the - 
Food-for-Work programme. New Delhi 
should not mind some deviations h from 
the guidelines so long as they are not of 
a serious nature. West Bengal should 
also adopt a more constructive and co¬ 
operative attitude. It should carefully 
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examine the study team's report and 
carry out as many of its suggestions as 
possible so that the,programme provides 
the maximum benefit to the maximum 
number of people. 


Cost Escalation in 
Engineering Industry 


Tjifkk has been a continuing and steep 
increase in the costs of production in the 
engineering sector. A1J inputs such as raw 
materials, fuel and power, labour, trans¬ 
port and construction and maintenance 
costs have been steadily increasing during 
the 1970s. 

In a data sheet which has been put out 
by the Association of Indian Engineering 
Industry, the cost trends have been' 
analysed thoroughly. Thus, the percent¬ 
age increase in the 1980 (July) over 1971- 
72 for basic metals, alloys and metal 
products has been 153.2 per cent: for 
non-ferrous metal and alloys 175.9 per 
cent; for metal products 138.8 percent; 
for non-electrical machinery 127 per cent; 
for electrical machinery appliances and 
apparatus 98,9 per cent; and for trans¬ 
port equipment 138 per cent. 

The prices of petroleum products have 
also been increasing consistently. Kero¬ 
sene (superior quality) registered an 
increase of 51.3 per cent in 1980 over 
1974; motor spirit (83), detanc registered 
an increase of 59.9 per cent over 1974; 
furnace oil registered an increase of 
197.4 per cent over 1974. 

Comparing the cost of production bet¬ 
ween last year and this year, the A1EI 
report shows that the percentage increase 
in aluminium is 12.9 per cent; copper 
and copper alloys 10.4 per cent; and tin 
10.8 per cent. The increases in fuel and 
power are as follows: coal 12 per cent; 
petrol 20.3 per cent; diesel oil 53.2 per 
cent; and lubricating oil 18.2 per cent. 

Labour costs which constitute 14 per 
cent of the engineering industry’s ex¬ 


penditure have also been increasing. The 
sharpest increase was recorded in Bom¬ 
bay (12.1 per cent) followed by Bangla- 
lore at 11.8 per cent. Madras, Calcutta 
and Delhi registered increases of 8.8 per 
cent, 8.7 per cent and 7.9 per cent respec¬ 
tively. Profit before tax as a percentage 
of sales has been declining in all the 
major industries. 

However, post-tax profitability has 
been more or less constant and in some 
cases has been increasing due to the lower 
incidence of corporate taxation. 

The Association is apprehensive that 
cost escalation of these dimensions might 
act as a deterrent for further investment 
and production. 


Import Policy 
Modifications 


Thf. import of sponge iron has been 
canalised through the public sector under¬ 
taking, the National Mineral Development 
Corporation (NMDC) and cocoamine 
has been put on the restricted list of 
items of import. 

Under the import policy changes an¬ 
nounced recently, imports of sponge 
iron against commitments already made 
by eligible importers will be allowed only 
to the extent of irrevocable letters 
of credit opened before October 22. In 
the case of cocoamine also, imports 
against additional licences issued to 
export houses will be permitted only to 
the extent of irrevocable letters of credit 
opened before October 22. 

Another important change effected in 
the policy is that the CCIE will now 
consider special requests from registered 
exporters for utilisation of REP licences 
for assisting or promoting exports further 
on merits. Under the existing policy, 
such special requests were considered 
from manufacturer-exporters. 

By another amendment of the import 
policy for registered exporters, additional 
import replenishment of five per cent 


of the f.o.b. value of exports will be 
allowed against exports of cut and polish¬ 
ed diamonds where each diamond is 
minimum 0.08 of a carat in weight and 
not more than 12 pieces per carat on the 
average. 

Further, wherever an item relating to 
“packing materials’* is allowed for 
import against certain products to re¬ 
gistered exporters, import of “self ad¬ 
hesive tape*’ will be allowed as packing 
materia] upto one per cent of the value 
of packing materials which can be im¬ 
ported against REP licences or Rs 500, 
whichever is higher, within the overall 
value for which packing materials can 
be imported against the relevant REP 
licence. 

Imports of carbon tetrachloride and 
phosphorus pentoxide have been allowed 
against exports of fluorocarbon gases. 
The import replenishment allowed is 20 
percent. Imports of antimony metal 
have also been allowed to the extent of 
five per cent of the value of export of 
fluorocarbon gases. Imports of titanium 
dioxide have been allowed to the extent 
of 10 per cent of the value of export of 
fluoride chemicals. 

Additional Replenishment 

Imports of synthetic waste and wool 
waste have been allowed against exports 
of overcoats and other readymade gar¬ 
ments made from woollen blanketing 
cloth. Additional import replenishment 
at eight per cent of f.o.b. value of ex¬ 
ports has been permitted for import of 
synthetic waste and wool waste against 
exports of overcoats made from woollen 
blanketing cloth. 

Imports of metal fittings, including 
spectacle hinges used in spectacle frames, 
have been allowed to the extent of 50 
per cent of the value of exports of 
spectacles, spectacle frames and parts 
thereof. 

Against exports of measuring tapes and 
tape rules, imports of acrylic paint have 
been permitted and the import replenish¬ 
ment will be five per cent. ' 

Import replenishment of 35 per cent of 
oexom 31,198Q 
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the f.o.b. value of exports will be allowed 
,for the import of stainless steel strips if 
the measuring tape or tape rule is made 
of stainless steel. 


Tax Deduction 
for R & D 


In pursuance of the Union Finance Minis¬ 
ter’s proposal in this year’s budget to grant 
weighted production in income-tax to 
all research and development programmes 
having national relevance, a new sub¬ 
section 2ti has been introduced in Section 
35 of the Income Tax Act, 1961. Under 
it, all such R & D programmes, as are 
approved by the Secretary, Department 
of Science & Technology, will get a 
weighted deduction of an amount equal 
to 125 per cent of the expenditure in¬ 
curred on research programmes. 

The research programmes relate to set¬ 
ting up of pilot plants or semi-commer¬ 
cial plants based on the know-how' 
released from National Research Deve¬ 
lopment Corporation (NRDC) as well as 
setting up of full-scale trial or proving 
plants based on technology developed 
through programmes financed by the 
Government. 

Tax deduction will also be enjoyed by 
R & D programmes absorbing imported 
technology or relating to the development 
of a new source of energy capable of 
being commercially exploited. Same 
benefits will apply to R & D programmes 
geared to improve efficiency of existing 
methods of energy generation and distri¬ 
bution as well as conservation of energy 
or improving the existing processing and 
manufacturing techniques applied in 
agriculture, industry, etc. 

The R & D programmes covered under 
this provision also include development 
of watershed hydrologic instruments as 
well as wateished management and flood 
control; better techniques lor utilisation 
or recycling of wastes; better techniques 
for reducing or controlling pollution and 
developing new sources of nutritional food 
for human consumption. 

The provisions of the Act further cover 
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R & D programmes related to produce 
tion of improved or cheaper basic 
drugs for the treatment of com¬ 
municable diseases or more com¬ 
monly prevalent human and animal 
diseases; new methods or cheaper tech¬ 
niques of family planning acceptable to 
the masses; discovery of new building 
materials with a view to reducing cost or 
substituting scarce material with special 
reference to rural areas, improved variety 
of fertilisers, plant nutrients and plant 
production chemicals aimed at achieving 
greater yield per hectare; divising new 
manufacturing techniques or production 
of goods resulting in substantial conserva¬ 
tion of foreign exchange by way of import 
substitution or export promotion. 

The R & D programmes relating purely 
to market research* sales promotion, 
quality control, testing, commercial pro¬ 
duction, style changes, routine data 
collection, etc., would not qualify for 
being considered for approval. Similarly, 
expenditure incurred on acquisition of 
land or building or construction of any 
building will not qualify for weighted 
deduction under this scheme. 


Streamlining LIC 
Operations 


Most or the recommendations of the 
review committee on the working of the 
Life Insurance Corporation of India, 
headed by Mr Era Sezbiyan, which are 
not much different from those contained 
in the Administrative Reforms Commis¬ 
sion’s report submitted to the Government 
a few years ago, should go a long way in 
not only streamlining the operations of 
this monolythic undertaking but also 
benefit substantially the policyholders. 
After detailed analysis, the committee has 
confirmed the view that the main benefi¬ 
ciaries of the nationalised life insurance 
business in the country have been the 
employees and the Government. The inte¬ 
rests of policyholders have been receiving 
a step-motherly treatment. 

The committee has suggested that the 
monolythic set-up should be reorganised 


by splitting up the LIC into smallar and 
viable units which will ensure effective 
service to policyholders. With a view to 
enlarging the insurance cover, it has been 
recommended compulsory insurance for 
all salaried people linked with provident 
fund at modest cost to the employees and 
the employers. Group insurance has been 
suggested for the* unorganised sector. 
Special types of policies have been re* 
commended for the rural people who do 
not have regular incomes. It has been 
proposed that a single premium endow¬ 
ment policy should be introduced under 
which the regular cover would be double 
the sum assured payable on maturity. 
Under another policy recommended for 
the rural people, it has been suggested 
that insurance cover should be provided 
to them for a period of three years, even 
if they pay the first premium and are un¬ 
able to pay the premia for the next two 
years. 

Some Innovations 

In rhe interest of increasing the yield 
to policyholders, the committee has re¬ 
commended not only changes in the in¬ 
vestment portfolio of the LIC but also 
certain other innovations. An overwhelm¬ 
ing proportion of tHfe LIC investments at 
present ~85 per cent of the total investi- 
blc funds—the committee says, is in 
Government securities or Government ap¬ 
proved securities. The committee desires 
rescheduling of investments so that statu¬ 
torily the LIC need not invest more than 
40 per cent in such securities against the 
present statutory requirement of 75 per 
cent. Larger investments by the LIC have 
been suggested in housing for residential 
and commercial purposes. The Govern¬ 
ment share in the annual surpluses of the 
LIC, which currently is five per cent and 
yielded Rs 18 crores in March, 1979, 
valuation, should be reduced to just one 
crorc of rupees which will represent a 20 
per cent return on the Rs 5 crorcs capi¬ 
tal of the undertaking. For the benefit of 
small policyholders, it has been recom¬ 
mended that higher dividend should be 
, paid to those who arc not eligible to in¬ 
come-tax relief. A special fund may be 
created for this purpose. 

The committee has found that both the 
lapse and expense ratios of the LIC are 
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unduly high. So, steps should be taken 
to bring them down. The committee has 
recalled that at the time of nationalisa¬ 
tion, the then Finance Minister, MrC.D. 
Deshmukh, had assured that the maximum 
expense ratio of 15 per cent provided in 
the LIC Act would be brought down to 
12 per cent or so. This has remained a 
pious hope and the maximum limit has 
been more often exceeded in the past 25 
years. The committee has suggested that 
the expense ratio should not be allowed 
to go beyond 12.5 per cent under any 
circumstances. 

With the above end in view, it has been 
recommended that a iot of effective agents 
should be created which should not be 
under the continuous control of develop¬ 
ment officers. It has been further sug¬ 
gested that there should be only one tier 
between the agent and the branch. Cur¬ 
rently, there are two tiers between the 
agents and the development officers. The 
performance of development officers, it 
has been recommended, should be judged 
more by the effective agency organisations 
they have created and not by the mere 
new business figures or the cost ratios. 
Another important suggestion made is 
that the pension fund should be exemp¬ 
ted from the operation of the LIC Act. 

Savings Media 

Very significantly, the committee has 
pointed out that as a result of inflation, 
the other savings media such as bank 
deposits, company deposits, the units of 
the Unit Trust of India and national 
savings certificates have become more 
attractive than LIC policies. Unless, 
therefore, the yield to policyholders is 
raised substantially, the LIC will be light¬ 
ing a losing battle. Particular attention 
has been drawn by the committee against 
this backdrop to the recent declining 
trend in individual business, wh : ch is of 
atmost importance to the LIC. 

The committee has found that despite 
fairly impressive growth since nationalisa¬ 
tion in the total business in force, only 
about 10 per cent of the insurable male 
lives have been covered so far. The task 
that still remains to be performed is 
stupendous. The life fund, it has been 


noted, has grown from Rs 400 crores it 
1957 to over Rs 5,800 crores, The annual 
accretion to the life fund exceeded Rs 700 
crores last year. 


DVC: The Assault 
and After 


The unfortunate assault on the Chair¬ 
man of the Damodar Valley Corporation, 
Mr P.C. Luther, has focussed attention 
on the gross indiscipline that has been 
prevailing there for a long time. When 
Mr Luther took over as the chief, it was 
expected that he would adopt stern mea¬ 
sures to curb irresponsible trade unionism 
which had drastically reduced the gene¬ 
ration of power and created various 
complications in running the administra¬ 
tion. His decision to derecognise the 
DVC Staff Association has been con¬ 
demned by the Gavemment of West 
Bengal. The Chief Minister, Mr Jyoti 
Basu, has expressed his resentment and 
pointed out that Mr Luther did not 
follow the normal procedure laid down 
for withdrawing recognition from trade 
unions. But then Mr Luther was not 
facing a normal situation. The unions 
had been deliberately defying his autho¬ 
rity and creating difficulties in various 
ways which seriously disturbed the gene¬ 
ration and distribution of power. In the 
circumstances, unless he acted firmly and 
promptly, it would have been impossible 
to enforce even a modicum of discipline. 

However, Mr Luther has not adopted a 
vindictive approach. He has assured that 
he would be willing to recognise the 
Association provided it agreed to behave 
in a responsible manner by refraining 
from acts of violence and other unconsti¬ 
tutional methods. The Union Energy 
Minister, Mr Ghani Khan Choudhury, 
has also said that the withdrawal of the 
order of derecognition would be consider¬ 
ed provided the Association publicly con¬ 
demned the attack on the Chairman and 
agreed to maintain discipline in the 
power plants and # offices of the Cor¬ 
poration. 

Meanwhile, Mr Luther has initiated 


several measures 1 6 Win the goodwill of 
the workers by helping them to get their 
grievances redressed promptly. He has 
set up teams to go round the plants, 
meet the workers and other employees 
and ascertain their difficulties. He has 
directed the personnel managers to take 
swift action on complaints. He has also 
invited suggestions on how to improve 
the working of the Corporation. The 
power generation at the DVC plants in 
recent weeks has been maintained at 
around 550 MW and the Chairman ex¬ 
pects that with the recommissioning of 
the 110 MW unit at Chandrapura as 
well as the 140 MW unit of the Durgapur 
plant, further improvement could be 
achieved in the coming months. 

It remains to be seen to what extent 
Mr Luther will be able to get the whole¬ 
hearted cooperation of the trade unions 
in his efforts to tone up the Corporation. 
Some of the unions arc said to be un¬ 
happy with the manner in which the 
Chairman has been trying to deal directly 
with the workers and solve their prob¬ 
lems. These unions seem to fear that this 
approach will weaken their hold on the 
workers. Mr Luther’s success will de¬ 
pend on the extent to which he gets the 
support of New Delhi. He is reported 
to have said that he has obtained “un¬ 
qualified backing from the Central 
Government, including the Prime Minister*' 
in his attempts to improve the work¬ 
ing of the Corporation. Even so, while 
being firm, he should proceed with cau¬ 
tion so as to avoid the impression that he 
is trying to suppress the legitimate rights 
of trade unions. 

The West Bengal Government should 
also adopt a helpful attitude and coope¬ 
rate with the Chairman of the DVC. Mr 
Jyoti Basu should remember that if Mr 
Luther is able to curb irresponsible trade 
unionism in the DVC, it is bound to 
have a favourable impact on the power 
plants of the State Electricity Board, where 
generation continues to be far below the 
installed capacity mainly because of the 
acute inter-union rivalry. Even with the 
onset of winter, the outlook for power 
in the State continues to be bleak. Mr 
Basu therefore should not in any way 
weaken the hands of the DVC Chairman 
in his efforts to augment the supply 
of power. 
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NORTHERN RAILWAY 

time table notice 


The salient features of the Northern Railway Time Tabic which comes 
into force from 1st November, 1980 are as under : 

Extension of trains 

2 RJ/3 SJ Suita npur-Ja unpur passengers will he extended to run to 
and from Varanasi with revised number* 2 SJV/t SJV to the following sohe- 


dale : - 

1SJV 

21.30 

A 

Suit an pur 

D 

2 SJV 

6.35 

18.20 ’ 

D 

Za fata bad 

A 

9.15 

17.50 

A 


D 

9.55 

17.30 

D 

Jaunpur 

A 

10.15 

17.05 

A 

r> 

11.30 

15.00 

D 

Varanasi 

A 

13.45 


C'onsequentJy train No. 4 Si will he rcnumhcicd as 2 Si. 

Rims curtailed 

Runs ofl ML/2 ML Mughalsarai- Luc know passengers will be curtailed 
between Mughalsarai and varanasi. These trains will now' run between 
Varanasi and Lucknow only with revised numbers 1 LV/2 LV passengers. 

Change in days of trains 

(i) 82 Dn will originate e.s Amritsar on Monday ami Tuesdays instead 
of Sunday, Tuesday and ex New Delhi on Fridays instead of Thursday 
for Howrah. 

fix) 101 Down will originateex Amritsar on Sunday instead of Monday 
and ex New Delhi on Thursday instead of Friday. 

New Stoppages provided 
Train No. 

207/208 
17 Up/18 Dn 

92 m 

183 Up/184 Dn 

n up 

167 Up/16'8 On 
63 Up/64 Dn 
U Up 

175 Up/I 76 Dn 
191/192 Dn 
1 PN 
ft JJ 

I DG/4 DG 
6 SH 

Stoppages withdrawn 
Train No. 

1 JF 


Station 

Banar 

Bari Brahmari 
Pataudi Road 
Aligarh-Soneput 

Da nkam\ M« ripa t-Dadri-Aia ibpur 

Aligarh-Tundla 

Bharthana 

Malwan 

Aligarh 

Tundla-AJigarh 

Saniloti 

Mehnagarwa! Dnaba 

Vivekvihar 

Kbinaniyan 


Station 

Jogiwala Gidderpimli, Bule- 
waki,Talli Saida Sahuaml Malta- 
lam. 

11 Up Jigna and Gnipura 

55 Up Hakeerapur, Kailsa, Kafurpur 

164 Dn Bidanpur. 

4 Dn Jeonathpur, Ahraura Roiid 

67/169 Jeonathpur-Ahraura Road. 

Changes in Kimning of through and sectional carriages 

1. Two 2 tier sleeper coaches (unreserved) will be introduced between 
Lucknow and Amritsar hy 49 Up/50 Dn train. 

2. One 3 tier sleeper (GSCN) wdI be introduced between Lucknow and 
Kotdwara by 9 Up/1 KN-8KN/I0 Dn train in replacement of existint? 
partial sleeper couch (GSCG). 

3. One 3 tier sleeper (GSCN) will be introduced between New Delhi 
and New Jalpaiguri by 156/155 Tinsukia Mail curtailing one T/S sleeper 
coach. 

4. One ,3 tier sleeper (GSCN) biweekly will be introduced between Ha/rat 
Nizamuddin and Howrah via Nagpur hy 138 Up/133-134/137 Dn. The 
coach will run from Hazrat Nizamuddin on Wednesday and Sunday and 
ex Howrah on Tuesday and Friday. 

5. One ordinary second class coach (GS) will be introduced between 
.Jodhpur and Bhuj by 266/65A-66A/265 trains. 

Important changes In train timings 


5 Up 
49 Up 
173/71 


will arrive Amritsar at 8/55 hrs. against 8/5 hrs, 
will arrive Amritsar at 10/45 hrs. against 10/15 hrs. 
will arrive Jammu Tawi at 11/10 hrs. against 10/45 hrs. 


51 Up will arrive Jammu Tawi at 7/45 hrs against 7/10 hrs. !«■ 

177 Up will arrive New Delhi at 20'8 hrs. against 18/25 hrs. 

and will leave at 20/50 hrs against 19/20 arriving t. 
Jammu Tawi at 9/25 hrs against 8/5 hrs. r 

33 Up will leave Delhi at 21/20 agiinsi 20'55 hrs. arriving; 

Jammu Tawi at 10M0 hrs, against 9; 35 , hrs, ' 

17 Up will arrive Delhi at 22/brs. against 21/45 hrs. arriving 

Jammu Tawi at 1.3/35 hrs. against 13/ hrs, 

31 Up will arrive Amritsar at 7/15 hrs against 7/- 

25/8/103 will arrive Amritsar at 19/5 hrs against 18/50 hr*. 

53 Up will leave Delhi at 20/45 hrs, against 21/25 hrs. arriving 

Nangaldam at 8/15 hrs. against 8/55 hrs. 

185 Up will arrive Bhiwani ut 20/- hrs. against 20/15 hrs, 

137 Dn will arrive Hazrat Nizamuddin at 19/20 against 19/05 

hrs. 

157 Up will leave Varanasi at 14/15 hrs against 14/40 Ins. 

70 Dn will leave Lucknow at 16/30 hrs. against 17/- hr*. 

97 Up will arrive Barmer at 4/20 hrs. against 5/25 hrs. 

208 Dn IP will leave Atari at 18/- against 18/25 arriving Amritsar 

at 18/40 hrs. against J9/-hrs. 

52 Dn will leave Jammu Tawi at 18/50 hrs. against 19/50 hrs. 

.34 Dn will leave Jammu Tawi at 15/30 hrs. against 15/45. 

178 Dn will leave Jammu Tawi at 21/25 hrs. against 21/45 hrs. 

186 Dn will leave Bhiwani at 7/20 hrs. against 7/5 hrs. 

132 Dn/144 will leave Hazrat Nizamuddin at 9/10 hrs. against 9/25 
Up hrs. 

78 Up will leave Harrat Nizamuddin at 11/45 hrs. against 

12/- hrs. 

24 Up will leave Delhi 13/55 hrs. against 14/10 hrs. 

58 Up will leave New Delhi at 21/30 hrs. against 21/45 hrs. 

50 Dn will leave Jodhpur at 6/10 hrs. against 5/50 hrs. 

504 Dn will leave Jodhpur at 6/10 hrs. against 5/5(i hrs. 

349 Up will arrive Amritsar at 9/55 hrs. .against 9/J5 hrs, 

5 A A will leave Amritsar at 17/40 hrs. against 17/23 hr* 

arriving Atari at 18/45 hrs, against 18/15 hrs. 

1 AJL will leave Ludhiana at 10/20 hrs. against 10/40 hrs, 

3 JH will arrive Jullundur City at 8/40 hrs. against 9/ hrs. 

5 JMP will arrive Pathankot at 18/55 hrs. against 18/15 hrs* 

3 LL will arrive Lohianhas at 14/28 hrs. against 13/5$ hrs. 

3 DSS will arrive Shamli at 13/35 hrs^gainst 1,3/10 hrs. 

5 DSS will leave Delhi Shahdara at 13/10 hrs. against 12/45 

hrs. arriving Shamli at 17/22 hrs. against 16/35 hrs. 

7 DSS will arrive Shamli at 21/15 hrs. against 20/55 hrs. ?’< 

9 DSS will arrive Shamli at 22/45 hrs against 22/25 hrs. 

CT-1 will leave Hazrat Nizamuddin at 7/13 hrs. against 

7/32 hrs. 

CT-2 will leave Hazrat Nizamuddin at 7/10 hrs. against 7/40 f 

hrs. 

2 DSK will leave Amhala Cantt at 9/27 hrs. against 11/44 hrs. l! 

arriving/Leaving Saharanpur at 11/55 brs./13-45 hrs. 
against 14/2/14.22 hrs. ■';] 

2- SUN will leave Amhala Cantt al 11/43 hrs. against 9/23 hrs. V 

arriving Saharanpur at 14/5 hrs. against 11/45 hrs, 

2 LS will leave Ludhiana at 3/55 hrs. against 3/20 hrs. ! 

2 PJ will leave Jammu Tawi at 8/40 hrs. against 8/15 hrs. V" 

arriving Pathankot at 12/- hrs. against 11/40 hrs. 

4 JL will leave Jullundur City at 11/- hrs. against U/25 hr*, - $ 

arriving Nakodar at J2/2 hrs. against 12/25 hrs. V 

1 JF will leave Jullundur City at 6/50 hrs. against 6/25 hrs, IJ 

2 JLK will leave Lohiankha? at 22/2 5 hrs, against 22/5 hrs. 

arriving Jullundur Cily at 23/35 hrs. against 23/15 hrs, ■'* 

1 PJ will leave Pathankot at 15/- nrs. against 15/25 hrs. p 

2 RKB will leave Bhiwani at l \j- hrs. against 10/3 hrs. arriving / £■' 

Rohtak at 12/40 hrs. against 12/25 hrs. , % 

8 DSS will leave Shamli at 12/20 hrs. against 11/45 hrs. ,arri- k\ 

ving Delhi Shahdara at 16/10 hrs. against 15/35 hrs* tH 
1 CCM will leave Chopan at 3/45 hrs. against 4/5 hrs. 

1 AB will leave Aligarh at 13/15 hrs. against 15/- hrs. arriving 

Bareilly a t J9/30 hrs. agains! 21/50 hrs. 

1 JB will arrive Barmer at 16/50 hrs. against 17/15 hrs. 

2 JB will leave Banner at 5/35 hrs. against 4/45 hrs. 

3 SP will leftve Samdari at 6/30 hrs. against 6/15 hrs. 

2 SP will arrive Samdari at 22/- hrs. against 22/30 hrs. 

For detailed information kindly consult Northern Railway Time Tabfc* 
November 1980 issue available for sale at all important stations* 
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Clouds on the Horizon 


A new threat now hangs over 
oil supplies from Assam, Win¬ 
ter is fast approaching, and 
when the temperature drops 
the entire pipeline from the 
Assam fields to Barauni is 
going to get clogged as the wax 
in the crude solidifies. Assam 
crude has a high wax content, 
and has to be emulsified before 
it can be pumped. But for 
nearly a year now, 65,000 ton¬ 
nes of crude have been lying 
trapped and idle in the pipeline 
and the wax by now has be¬ 
come de-emulsificd. Jf it now 
congeals, the pipeline will be 
rendered useless for months, 
and no crude can flow even if 
the Assamese students permit 
it. 

Limited Options 

There is no way of clearing 
the trapped crude before winter 
sets in. It cannot be sucked 
out at Barauni-—it has to be 
pushed out by the pumped 
force of additional crude or 
some other fluid. Assuming 
that the Assamese students 
permit it, water could be used 
to push out the trapped crude. 
But this water would then re¬ 
main trapped in the pipeline, 
causing rust and corrosion 
which could damage the pipe¬ 
line and reduce its life. It is 
not thought technically feasible 
to use compressed air to push 


out the crude, and in any case 
there are no such air compres¬ 
sors available in Assam. 

Clearing Method 

If the wax congeals in the 
pipeline, no amount of pump¬ 
ing of fluid will be strong eno¬ 
ugh to clear it. The only solu¬ 
tion then will be to dig up the 
pipeline (which is buried six 
feet undergound) and drill 
holes in it every few metres. 
Then a “pig”, a clearing plug, 
will have be sent down the 
pipeline at high pressure. This 
will force the wax out of the 
drilled holes, and permit the 
pig to move forward gradually. 
After all the wax has been for¬ 
ced out the holes in the pipe¬ 
line will have to be sealed and 
the pipeline buried again. The 
process will take months, cost 
a huge sum of money, and wea¬ 
ken the pipeline (as the scaling 
of the drilled holes will not be 
perfect). 

This highlights the need to 
find a solution to the Assam 
tangle within the next lew 
weeks, so that the trapped 
crude can be forced out by 
fresh, emulsified crude. The 
agitation has necessitated the 
import of refined products 
averaging nearly 100 million 
dollars per month. The refine¬ 
ries at Barauni and Bongai-* 
gaon, with a combined capa¬ 


city of 4.3 million tonnes, have 
been mothballed, which has in 
turn led to a shortage of feed¬ 
stocks for several fertiliser 
plants. 

The Oil and Natural Gas 
Commission is stepping up its 
production at Ankleshwar, but 
only marginally. It has let 
down the country by the delay 
in expanding production at 
Bombay High. When the pipe¬ 
line from Bombay High to 
Uran was completed in June 
1977, the field had a produc¬ 
tion capacity 100,000 barrels 
per day. Three years later, the 
capacity has not increased at 
all, although the original plan 
called for an annual expansion 
of 40,000 barrels per day. There 
are some legitimate reasons for 
this, but the pace of develop¬ 
mental work has fallen sadly 
behind schedule. Production 
is currently being raised by 
25,000 barrels per day, and will 
go up by another 15,000 bai- 
rels per day by the end of 
December, making a total of 
140,000 barrels per day. But 
this should have been achieved 
at least a year ago. 

Reason for Delay 

Reservoir studies by the 
French consultants have shown 
that it is unwise to work all 
wells at maximum capacity, as 
water might then cut into the 


reservoir. Thus the production 
per well, which averaged 5,000 
barrels per day at one stage, 
has been cut to half that rate. 
It therefore requires twice as 
many wells to produce the 
same output. This is part of 
the reason for the delay in 
stepping up production. 

But there is no such excuse 
for the delay in commissioning 
the BNH production platform 
and in developing the southern 
portion of Bombay High. The 
combined impact of these de¬ 
lays and the Assam agitation 
has been to increase imports of 
oil at just the time when world 
prices have crashed through 
the ceiling. 

Inexplicable Postponmcnt 

It is not easy to understand 
why the exploitation of the 
North Bassein oilfield has been 
postponed so long. Now at 
last the green signal has been 
given, and the R-12 structure 
(which like North Bassein has 
the potential to produce one 
million tonnes per year) is also 
being developed. But these are 
tiny compared to Bombay 
High. The country’s demand 
for crude is rising at the rate 
of three million tonnes per 
year. Considering the time it 
takes to bring a new field on 
stream, the country needs to 
find the equivalent of a new 
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'Bombay High every two years 
just to meet additional domes¬ 
tic demand. And there is no 
evidence of such a breakt hough 
in sight. 

This is the justification for 
inviting foreign oil companies 
to explore for oil both onshore 
and offshore. The procedure 
so far has been odd. Instead 


of first specifying the terms 
and inviting bids, the Govern¬ 
ment has first asked interested 
parties to enrol themselves and 
has yet to make up its mind on 
the terms and areas to be 
offered. It looks as though the 
oil companies will then be 
asked to make offers. It docs 
not seem likely that deals will 
be clinched for many months, 


despite the publicity given to 
the idea. And even after con¬ 
tracts are signed, it will take 
up to two years to explore the 
leased areas, and another two 
to five years to develop any 
oilfields that might be discove¬ 
red. Hence increased oil out¬ 
put in the medium tcim can 
only come from Bombay High 
and the two smaller offshore 
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fields at North Bassein and I 

R-12. 

The only silver lining in this 
is that India has left most of 
its oil underground in the era > 
of cheep oil instead of extract 
ting it. Thus every delay in 
increasing production conserves 
our limited reserves, a case of * 
inefficiency being a blessing in 
disguise. 


From Oil Glut to Oil Shock 

Sudhir Sen 


Underneath a much-adver¬ 
tised, but deceptive oil glut the 
stage was well set for a new 
oil shock. Its rumblings, ra¬ 
ther muffled initially, became 
distinctly more audible after 
I the last OPEC meeting in 
Vienna (September 15-17). The 
confused signals emanating 
from the cartel’s special ses¬ 
sion-which was held at a 
high, tri-Ministerial level to 
mark its twentieth anniversary 
—slowly revealed their omi¬ 
nous implications. They added 
up to a notice served on the 
oil-importing nations that, 
contrary to widespread expec¬ 
tations, it would, after all, 
both raise prices and curtail 
output. Barely was the par¬ 
ley over and its decisions dig¬ 
ested by a nervous world when 
two oil giants of the Mideast 
exploded in war. With this all 
talks of an oil glut have be¬ 
come academic. The relevent 
question now is how trauma¬ 
tic will be the new oil shock. 

The Vienna session of 
OPEC was once again charac¬ 
terized by harsh exchanges 
sprinkled with “brotherly” 
f 4 banter, especially between the 
Oil Ministers of Siudi Arabia 


and Iran. However, with a 
strenuous last-moment effort 
a somewhat fragile compro¬ 
mise was worked out. After 
apparently strong initial resi¬ 
stance, Saudi Arabia's Oil 
Minister, Mr Zaki Yamani, 
finally agreed to raise its floor 
price by $2 to $30 a barrel. 
Ten members also reached an 
agreement, but over Saudi 
Arabia’s objections, to cut 
production by 10 per cent 
However, the expectation was 
that the Saudis, too, as part of 
a “gentleman's agreement" 
would Jater fall in line. Mr 
Yamani’s ‘‘long*term strategy 
plan” for an automatic pricing 
mechanism, which would raise 
prices every quarter based on 
Western economic growth, in¬ 
flation rates and currency fluc¬ 
tuations, was put off for fur¬ 
ther consideration at the 
OPEC’s next summit meeting 
scheduled to be held in Bagh¬ 
dad in about a month’s time. 
This plan which, in essence, 
provides for quarterly price 
indexation in the name of 
more orderly price regulation 
would, if adopted, tend to 
double the oil price every 
seven years or so. 


The agreements reached in 
Vienna, along with the Yamani 
Plan, have meanwhile been put 
on ice. The big question now 
is : Can the Gulf war be con¬ 
tained and defused soon, or 
will it spread and engulf the 
neighbouring countries ? And 
overshadowing this is the dan¬ 
ger of superpower involvement 
which, however remote, can 
never be totally ruled out, 
given the vital importance of 
oil and the limited sanity of 
the contemporary world. 

Let us assume that the ulti¬ 
mate catastrophy will not oc¬ 
cur-after all, no superpower 
really wants nuclear nirvana. 
But what about the Strait of 
Hormuz, the oil lifeline that 
controls the pulse beat of the 
world economy ? Will the 
impetuous Imam receive a 
message through his celestial 
hotline to block the strait in 
the holy cause of Islam ? 

And even if the heretical oil- 
squanderers are spared divine 
punishment, what about an 
accidental blockage of the 
waterway ? After 'all, not 
long ago the Saudi Minister 
Zaki Yamani told the United 
States in reasonably blunt 


terms that any military inter¬ 
vention by it in a Mideast 
conflict might promptly create 
a situation it could never wish 
to contemplate. Some rebels 
or “terrorists”, of whom there 
was no shortage in the region, 
could sink a couple of tankers 
at the Strait of Hormuz, and 
this alone could put it out of 
function for months, he warn¬ 
ed. It is possible that Mr 
Yamani was shrewdly employ¬ 
ing some scare tactic. Never¬ 
theless, when war psychosis 
takes over, such a contingency 
cannot be ruled out. 

The importance of this water 
passage for the world economy 
can hardly be overstressed. No 
less than 56 per cent of the 
“non-communist” world’s oil 
passed through it last year. 
The average daily shipments 
in millions of barrels were as 
given in the table on page 986. 

Any interruption of ship¬ 
ments through the Strait of 
Hormuz will have a devastate 
ting effect on the world econo¬ 
my as most of the industrial 
apparatus of the developed 
world would be paralysed in 
a matter of days. This would 
be the worst scenario, the very 
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thought of which sends shud¬ 
ders through the Western 
world. 

Even if such an unprecedented 
calamity is averted, the oil out¬ 
look would still remain grim. 
The Abadan refinery of Iran, 
one of the world’s largest with 
a capacity of 600,000 barrels 
a day, is a shambles. Iraq, 
too, has suffered deadly blows 
in retaliation; its refineries at 


Basra and other places have 
been heavily damaged; its 
overland pipelines to the Medi¬ 
terranean have been blown up, 
and it has been compelled to 
declare force majeure and sus¬ 
pend all its oil exports, which 
amounted to about three 
million barrels a day. 

Iran's exports, which before 
the Khomeini revolution were 
the second largest in the world, 


had Already shrunk to less than 
a third, about 1.5 million barrels 
a day, and this, too, has now 
been cut off. Thus, as a re¬ 
sult of the Iraq-Iran war, the 
flow of oil to the world market 
is reduced by at least four 
million barrels a day. 

How will the loss of this 
supply affect the price of 
crude and the economies of 
the oil-importing nations? The 
optimists rely on the present 
oil glunt to help the world tide 
over the present shortfall, bar¬ 
ring deeper cuts in the Mideast 
supply. And they also expect 
some offsetting increase in pro¬ 
duction from other OPEC 
members, especially Venezuela 
and Saudi Arabia. However, 
such optimism seems exagge¬ 
rated for several reasons. 

The communique issued by 
OPEC after its Vienna parley 
made no mention of a pro¬ 


Oil Supplies Passing through Strait of Honnaz 


(Million barrels per day) 


Shipped from 


Shipped to : 


Saudi Arabia 

9.4 

United States 

2.4 

Kuwait 

2.5 

Western Europe 

7.4 

Iraq 

2.4 

Japan 

4.1 

Iran 

2.4 

Other countries 

5.1 

United Arab 




Emirates 

1.8 



Qatar 

0.5 



Total 

19.0 

Total 

19.0 


Source : Department of Energy, Washington. 



duction cutback. It was there' 
fore assumed that the Saudi 
opposition to it had prevailed 
and that production would 
continue undiminished at 
the old level. However, as 
mentioned above, there was 
in fact a majority decision to 
curb production by 10 per 
cent. Several members were 
about to give effect to it when 
the lraq-lran war exploded. 
According to unconfirmed re¬ 
ports, action on the curtail¬ 
ment of production has been 
suspended for the present in or¬ 
der noi to aggravate the already 
worsening supply problem. 
Realistically, this is perhaps 
the utmost that one could ex¬ 
pect from those OPEC mem¬ 
bers who only a short while 
ago looked determined to curb 
their production and further 
boost the prices. 

Some countries (Venezuela, 
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Kuwait and UAE) have anno¬ 
unced that they will defer the 
*10 per cent production cut. 
Nigeria has indicated that it 
will not increase its output 
and may even reduce it. Spe¬ 
aking on a CBS interview 
(Oct. 5) Prince Saud al-Faisal, 
Foreign Minister of Saudi 
Arabia, stated that his country 
would pump out more oil, but 
^ was unwilling to be specific. 
Probably the shrewd Saudis 
will raise production by, say, 
500,000 barrels a day, mainly 
as a diplomatic gesture to¬ 
wards America. If so, it will 
compensate for only onc- 
seventh of the oil lost because 
e- the Iraq-lran cutoff. 

Incidentally, why did Saudi 
Arabia so adamantly oppose 
a production cut in the face of 
oversupply ? Was it simply to 
l force others to lower their 
prices and adopt a unified 
pricing system as it has loudly 
professed ? Or, was it already 
aware of the coming Shatt a] 
Arab explosion and, maybe, 
secretly inclined to give it 
fraternal blessings in advance ? 
The suspicion will linger until 
hard facts are available to con¬ 
firm or to refute it. 

As for the extent of the oil 
glut and its ability to cushion 
price increases, even expert 
opinions are, at this moment, 
far apart. The stocks in hand, 
worldwide, are currently esti¬ 
mated at 5 to 6 biilion barrels of 
crude and refined products. The 
world consumption amounts to 
50 million barrels a day so that, 
prima facie, the existing inven¬ 
tories should last at least 100 
days. The loss of oil exports 
from Iraq and Iran could 
therefore be absorbed for 
months, maybe a full year, be¬ 
fore most of the world in¬ 
ventories were depleted. This 
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exports. Brazil gets 400,000^ 


appraisal was given by Petro¬ 
leum Intelligence Weekly in 
the waning days of September. 
(It was qualified with a caveat: 
if the shipments through the 
Strait of Hormuz were choked 
off, the inventory surplus would 
evaporate within a month.) 

This view is hotly, but co¬ 
gently, contested by others in¬ 
cluding the oil industry. Near¬ 
ly three-quarters of the overall 
sti cks, they argue, are needed 
to keep the world distribution 
system in operation. The oil 
supply line is cxcepiionally 
long, and large reserves arc 
needed to feed operating re¬ 
fineries, product distribution 
systems, pipelines transporting 
the fuel, and tankers in transit, 
In addition, an estimated 600 
million barrels of the total 
stock are set aside as compul¬ 
sory strategic reserves by in¬ 
dividual countries and are 
therefore not available except 
in dire circumstances, and 
then, too, only on Government 
order to meet truly national 
emergencies. Another 500 mil¬ 
lion barrels or so are main¬ 
tained by oil companies as the 
normal winter inventory sur¬ 
plus to meet the rising cold 
weather demand. The actual 
disposable surplus is there¬ 
fore estimated by several multi¬ 
national oil companies at less 
than 500 million barrels, 
enough to meet the normal 
world consumption only for 
10 days ! 

There is yet another factor 
which is often overlooked. 
Given the uncertainty about 
price and supply, especially the 
latter, Governments and busi¬ 
nesses have been carrying lar¬ 
ger stocks than they would do 
normally as hedge against an 
uncertain future. This trend 
became particularly noticeable 


last year after the revolution 
in Iran and disruption of its 
exports, resulting in a relent¬ 
less leapfrogging of prices. 
Carrying larger stocks, it seems, 
has become the order of the 
day despite the added costs 
they involve on the rationale 
that being caught short of oil 
would be costlier still. 

But what about the storage 
capacity ? Surely, at some 
point there should be a short¬ 
age of inventories. This is 
true, blit there is far more lee¬ 
way even in this respect than 
is generally assumed. By all 
indications, storage should have 
been full for some time. Yet, 
as one Exxon Corporation exe¬ 
cutive points out, the indus¬ 
try has been putting two million 
barrels a day into it without 
much difficulty. It is also 
significant that oil companies 
are using idle tankers to ex¬ 
pand the storage space. Busi¬ 
ness Week (of Oct. 6,) just re¬ 
ports that, according to Lon* 
don-based H.P. Drewry (Ship¬ 
ping Consultants) Ltd, 70 
tankers will be chartered for 
storage by the end of October, 
compared with 23 in August 
and only one at the beginning 
of the year. 

Lastly, to equate reserves and 
requirements on a global basis 
makes little sense. The distri¬ 
bution of the available reserves 
is highly uneven. The deve¬ 
loping countries, in particular, 
lack storage facilities; indeed, 
in most cases they live on a 
$hip-to-pump basis. Besides, 
the degree of insecurity attach¬ 
ed to the sources of supply 
varies widely, and this, too, 
can have a direct impact both 
on prices and supplies for in¬ 
dividual nations. 

All this is well illustrated by 
the destinations of Iraq’s oil 


barrels a day, or 40 per cent;;' 
of its supply, from Iraq, but it ^ 
carries hardly any stocks. Indian 
d^aws as much as 50 per cent 
of its requirements from Iraqi 
and Iran, With very littte i 
stocks on hau l, ani with a { 
major domestic source of sup* .* 
ply in trouble, it is faced with ' 
a desperate situation. 

The case of France is signi- 1 
ficant for a different reason. , 
Presumably, it has substantial 
stocks at its disposal Neverthe¬ 
less, it cannot face with equa* 
nimiiy the loss of imports 
from Iraq, amounting to as 
much as 600,000 barrels a day. ' 
It has therefore aggressively 
turned to the Rotterdam spot 
market and is likely to bid up 
prices to procure at least, , 
enough crude to make up J 
for the unexpected shortfall. T 
It may not be long before 
others, too, join the rush to 
the spot/narket. 

Thus, the tail may soon be* | 
gin to wag the dog, and the 
loss of Iraq-lran oil, though 
relatively small in quantity, ; 
may very well determine the 
spot market prices. This ill ; 
turn might tempt OPEC mem- 
bers to launch on a new roumf /; 
of leapfrogging and price] 
escalation. ] 

In the immediate future a ( 
great deal will depend on four i 
imponderables, even apart from*; 
the super-contingencies men* 
tioned earlier: the duration - 
of Iraq-lran war, theextent of?, 
damage suffered by their oil in? 1 
stallations, the pace of econo*;; 
mic recovery in the West, an4 
the severity of the coming]; 
winter. Whichever way ona| 
looks at the situation, it is; 
time to shed misplaced com¬ 
placency and to get ready fdr^ 
another shatterng oil crisis. 
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Refining Capacity : Need for Expansion 

T.C.A. Srinivasa-Raghavan 


Of late, there has been a lot 
of discusson centring around 
oil. Most of this dbcussion 
has fouscd on the availability 
of crude to India, pariicularly 
in view of the Iran-lraq con¬ 
flict. This, however, does not 
represent the entire dimension 
of the problem. An equally 
important aspect is that of re¬ 
fining the crude which becomes 
available to the country. Un¬ 
fortunately, there is little evi¬ 
dence to suggest that this as¬ 
pect is being given the attention 
and prioi ity that it deserves. 

It is imperative that a mas¬ 
sive programme for expand- 
lljg the refining capacity in the 
Wftimtry is taken up expedi¬ 
tiously. The strategy so far 
has been to import some defi¬ 
cit petroleum products rather 
than go in for self-suffi¬ 
ciency in all refined products. 
This has been due mainly to 
the inability of our refineries 
to yield the entire range of 
products required. Conse¬ 
quently, enormous amounts 
are spent each year on imports. 
Some idea of the outflow of 
foreign exchange on this count 
can be bad from the fact that 
the saving would be nearly 
$100 per tonne if the deficit 
uynroducts are available from 
.the domestic rclming capacity, 
instead of being imported. 
Since such outflows impose a 
severe strain on foreign ex¬ 
change reserves and in view of 
the fact that the international 
situation during the eighties is 
not likely to be as easy as it 
has been till recently, it is 


essential that the quantum of 
imports be reduced. This can 
be done only by augmenting 
the domestic refining capacity 
through planning for margi¬ 
nal surpluses of refined pro¬ 
ducts rather than for marginal 
shortages. 

If the Government is aware 
of this, it certainly is not show¬ 
ing signs of it. As of now 
only two projects to expand 
refining capacity are in 
hand and only one has been 
approved for execution. Those 
in hand are the Mathura 
and the Bongaigaon projects. 
The one which has been ap¬ 
proved is Bharat Petroleum’s 
proposal to raise its distilling 
capacity at Trombay to six 
million tonnes per annum. 
Both the Mathura and the 
Bongaigaon scheme are dis¬ 
astrously behind schedule. 

Added Capacity 

The Bongaigaon refinery which 
should have added one million 
tonnes capacity this year, 
has succeeded in adding only 
half this capacity. The Mathura 
refinery was to have been 
commissioned this year but 
according to the latest assess¬ 
ment, it is not likely to go on 
stream till the second half of 
1981. It may become fully 
operational only by the end 
of 1983. Even when this is 
done, ihe total refining capa¬ 
city in the country will go up 
to only about 38 million ton¬ 
nes which will be still far short 
of the requirements and will, 
necessitate heavy imports. In¬ 


cremental demand for petro¬ 
leum products is to the tune 
of three million tonnes per 
annum. 

Worrisome Picture 

What makes the picture 
worrisome is that many pro¬ 
posals for expansion have been 
pending with the Union 
Government for years. The 
main ones arc of Hindustan 
Petroleum’s Vizag refinery, 
which wants to increase its 
capacity from 2.8 to 5.6 million 
tonnes per annum; and of 
Cochin Refinery which wants 


to add one million tonnes per 
annum to its capacity. 

Assuming that these pro¬ 
posals are cleared quickly, 
there is still no evidence of 
any thinking to start planning 
for a surplus. As mentioned 
earlier, imports are not only 
likely to become more diffi¬ 
cult but also increasingly ex¬ 
pensive. What needs to be 
done is to go in for more so¬ 
phisticated refineries which 
can handle different types of 
crude and yield different pro¬ 
duct-mixes. This will, of 
course, mean that the produc- 


Rcfining Capacity in India 

(Million tonnes) 


SI No Name of the company 

Location 

Installed 

capacity 

1 

Indian Oil Corporation Ltd 

Gauhati 

0.85 

2 

-do- 

Barauni 

3.30 

3 

-do- 

Koyali 

7.30 

4 

-do- 

Haldia 

2.50 

5 

Madras Refineries Limited 

Madras 

2.80 

6 

Cochin Refineries Limited 

Cochin 

3.30 

7 

Bharat Petroleum Corpn. Ltd 

Bombay 

5.25 

8 

Hindustan Petroleum Corpn. Ltd 

Bombay 

3.50 

9 

-do- 

Vizag 

1.50 

10 

Bongaigaon Refinery & Petro¬ 
chemicals Ltd 

Bongaigaon 

1.00 

11 

Assam Oil Company 

Digboi 

0.50 


Total 31.80 
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tion of some products will not 
be absorbed domestically. But 
there seems to be no reason 
why the surpluses cannot be 
exported. The Indian Oil Cor¬ 
poration which is notorious for 
its preference for staying out 
of competitive markets can 
surely be very usefully engag¬ 
ed in exporting the domesti¬ 
cally usable products. 

1 There remains the question 
of location of new refineries. 
When the Mathura project 
comes on stream, it is likely to 
take care of almost the entire 
needs of the northern region. 
This means that much of the 
western sector’s output can be 
diverted to the Deccan. How¬ 
ever, despite this, we find that 
most of the new expansion is 
going to be in this region. The 
objective should be to locate 


new projects in such a way as 
would take care of the needs 
of the maj >r consuming region 
- the north-west. The obvious 
thing to do would be to expand 
the Mathura refinery. However, 
in view of the existing objec¬ 
tions about environmental pol¬ 
lution, this may not be possi¬ 
ble. Alternatively since Indian 
Oil is proposing a Mathura- 
Delhi-Ambala-Jullundur pipe¬ 
line, a new refinery could per¬ 
haps be set up either at Jullun- 
dur or Ambala. The objection 
to this, however, is that it is 
too close to the Pakistani bor¬ 
der. The likely candidate for 
the new refinery, therefore, 
could be Swai Madhopur in 
Rajasthan. A fertilizer plant 
there is almost a certainty and 
since it also lies on the broad- 
gauge line it would not be 


such a bad idea to locate a re¬ 
finery there. 

Thus, three aspects of the 
problem emerge. First, the en¬ 
tire strategy in relation to set¬ 
ting up of refineries needs to 
be reversed and we need to 
start planning for marginal 
surpluses of refined products. 
Second, it is absolutely essen¬ 
tial that we adopt more sophis¬ 
ticated technologies so that our 
reliance on imports or more 
properly, our preference for 
imports—is curtailed. And 
thirdly, the whole location 
policy needs to be consistent 
with the likely demand pattern 
for petroleum products for the 
remainder of the century. 

How urgent this problem 
has become should be evident 
from the fact that whereas 


Oil Industry^ 

. . r I ■ 1VI ^ 

there art at present only It' 1 
refineries in operation, with * 
total capacity of 31.80 million 
tonnes per annum, the total 
demtnd for refined products 
exceeds the refining capacity 
by 4/5 million tonnes. Of the 
refineries in existence, 10 are in 
the public sector and one— 
Assam Oil’s Digboi refinery— 
in the private sector. The table 
on page 988 gives the details 
about these refineries and 
their capacities. An exami¬ 
nation of crude throughput 
during the fifth Plan (1974-78) 
and for 1978-79, 1979-80 and 
1980-81 shows that the in¬ 
crease has been just about 8 5 
million tonnes over a period of 
seven years. Clearly, there is an 
urgent need to expand refining 
capacity in the country. Hope¬ 
fully, the Government will pay 
the attention that this deserves. 
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DYNAMICS OF OIL INDIA (OIL) 

Young in years but rich in experience, Oil India (OIL) harmonises optimisation 
of resources with growth in the vital spheres of exploration, production and transporta¬ 
tion of crude oil/natural gas from indigenous sources within its limited leases of 
1990 sq kms in Assam, 550 sq kms in Arunachal Pradesh. Cumulative production is 
about 47 million tonnes which is over 40% of total from onshore resources and gross 
ultimate recovery expectations have crossed the 86 million mark. Pipelines have 
transported over 55 million tonnes. In the new offshore concession of 12,000 sq kms in 
Bay of Bengal, Mahanadi Basin, granted recently, Oil India (OIL) is about to complete 
the second well, Mahanadi, in its maiden Rs 27 crore 3 well offshore exploration 
programme. 


Arunachal Pradesh 

Ningru (Tirap Dist.), Manabum, 

Kumchai, Kharsang 

Assam 

Duliajan complex, Moran, Noonmati 
(Gauhati), Bongaigaon, Jorhat, Sekoni 

Bengal (W) 

Calcutta, Sonapur, Madarihat 


Bihar 

Barauni & Dumar 

New Delhi 

17, Parliament Street 

Orissa 

Bhubaneshwar & Paradip 
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Hiding in the 
is a Beautiful 


Bowels of the Earth 
Black Liquid-Oil! 


BHEL's constant quest for new sources of power and energy has led to the 
introduction of an exciting new product—land based Diesel Electric oil Rig. 

BHEL manufactures three types of oil rigs covering a drilling depth ranging from 
2100 metres to 6100 metres. These are manufactured according to American 
Petroleum Institute specifications. As a recognition of our exacting standards, the 
API has conferred on BHEL aright to use their monogram on our equipment. 
The first oil rig manufactured, assembled and tested by BHEL was used by ONGC 
for wild catting in Narsapur- It Is a matter of pride that this rig struck natural gas' 
at 4035 metres holding out hope of oil find in the region. 

BHEL has already supplied 4 rigs to ONGC and the 5th one is under despatch. 
These are for deployment in Andhra, Assam, Gujarat and West Bengal. BHEL 
is also supplying an oil rig to oil India of type E-760 completely developed by BHEL 
capable of drilling upto 12000 feet (4900 metres). 

Totay, BHEL is fully geared to deliver 8 oil rigs having established a sound techno¬ 
logical base and experience. 



BHARAT HEAVY ELECTRICALS LIMITED 

(A Government of India Undertaking) 

Ramachandrapuram, Hyderabad-500032 

Regd. Office : 

18-20, Kasturba Gandhi Marg, 

NEW DELHI-110 001 
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New Vistas for Oil India 


Oil IndmirM^ 
- 


R. C. Ummat 


Belying the original mis¬ 
givings that it might not be 
able to maintain crude oil 
production around three mil¬ 
lion tonnes per annum from 
its upper Assam concessions 
^in the 1980s, Oil India—a 
50: 50 partnership between the 
Government of India and the 
Burmah Oil Company (BOC)— 
holds promise of doing so, 
thanks to the intensive explo¬ 
ration and development endea¬ 
vours it has been making in 
the area. The 1980-85 five- 
year Plan of the undertaking 
envisages the production rate 
being stabilised during this 
. period at 2.83 million tonnes 
t a year. With 2.8 million 
tonnes output per annum 
from the fully-owned Govern¬ 
ment exploration agency— 
the Oil and Natural Gas Com¬ 
mission—from its concessions 
in Assam, this will be able to 
ensure enough crude for the 
four refining units based on 
Assam resources at Digboi (0.5 
million tonnes annual through¬ 
put), Gauhati (0.85 million 
tonnes), Bongaigaon (one mil¬ 
lion tonnes) and Barauni (3.30 
million tonnes). 

The 2.83 million tonnes an¬ 
nual production by Oil India 
is being ensured despite a per¬ 
manent decline having already 
set in the output in the 
Nahorkatiya field and likely to 
begin soon in the Moran 
concession. Both these oil¬ 
fields have been in opera¬ 
tion for over 25 years. The 
setback to production from 
these two concessions, which 
f should get accentuated in the 


coming years, is proposed to 
be offset by a steady build-up 
in the output from the Jorajan 
field from around 0 35 million 
tonnes per annum currently to 
1.12 million tonnes in the 
second half of the current 
decade. 

R & D Effort 

There are good prospects of 
2.8 million tonnes annual pro¬ 
duction continuing even much 
beyond 1985. Besides aug¬ 
menting the known reserves 
through further exploration 
in the adjoining Arunachal 
Pradesh areas. Oil India hopes 
that the gross ultimate re¬ 
covery ratio can be enhanced 
significantly through adopting 
such techniques as high pres¬ 
sure miscible gas drive, poly¬ 
mer flooding, misccllar flood¬ 
ings and other methods of se¬ 
condary recovery. The re¬ 
search and development effort 
is being mounted in this di¬ 
rection even though scientific 
pressure maintenance and se¬ 
condary recovery schemes came 
to be introduced by the under¬ 
taking in its Nahorkatiya and 
Moran concessions as long 
back as 1964-65. The result 
has been that the estimates of 
proved and indicated reserves 
in the Nahorkatiya, Moran 
and Jorajan oilfields have al¬ 
ready been scaled up to over 
78 million tonnes, of which 
cumulative production by the 
end of last December had been 
around 47 million tonnes. The 
current estimate of crude and 
indicated reserves is nearly 
double the original figure. Fur¬ 


ther efforts at. secondary re¬ 
covery are expected to raise 
the gross ultimate recovery 
level to 90/100 million tonnes 
by the end of the eighties. Ad¬ 
ditional efforts are also envi¬ 
saged for making the Digboi 
oilfield of the Assam Oil Com¬ 
pany—a subsidiary of the 
Burmah Oil Company—to yield 
more crude oil and gas from 
1982-83 onwards. The pro¬ 
duction from this field is very 
meagre at present. 

The above should show that 
in the interest of making its 
investments yield tire maxi¬ 
mum, Oil India has been fol¬ 
lowing a very judicious ex¬ 
ploration and production po¬ 
licy. Its operations otherwise 
too have been quite efficient. 
The entire exploration and 
developmental programmes has 
been performed with the mini¬ 
mum equipment possible—just 
four drilling rigs manned by 
three sets of crew, supplement¬ 
ed by a fifth rig only recently. 

Significant Role 

The role of Oil India in the 
country’s oil economy can be 
gauged from the fact that its 
production of about 48 million 
tonnes of crude since its incep¬ 
tion accounts for just a 
shade under 40 per cent of 
the national on-shore output 
of 119 million tornes. This 
production has been achieved 
from a mining lease of just 
1,900 sq kms which is not even 
one per cent of the total sedi¬ 
mentary area in the* country 
available for exploration. The 
company has another about 


550 sq kms of petroleum ex* 
ploration concessions in Aru¬ 
nachal Pradesh, but only a 
modest success lias been achi¬ 
eved here which is to be trails* 
lated soon into actual produ- 
tion of the order of 1,500/ 
2,000 barrels a day from the 
second well in the Kharsang 
area. The other wells drilled 
in Arunachal Pradesh have 
not thrown up any encourage , 
ing results. Even if this area 
is taken into account, it does- ’ 
not impair Oil India’s credit* ^ 
able performance. 

Major Achievements 

Oil India has many other : 
achievements to its credit/,; 
The most important among \ 
these obviously has been the-;' 
making pi the waxy upper f 
Assam crude oil transportable > 
through a pipeline. For this, 
a crude oil conditioning plant; 
was set up in the very early J 
stages- the only one of it* 
kind in the world. Oil India’* > 
pipeline, which currently I 
transports crude oil over diah'{ 
ances aggregating to 2,265.? . 
kms and on a trunk route of . 
1,405 kms, accounts for ap- 
proximaicly 62 per cent of the : 
total national crude oil pipe- , 
line transportation network* 
Besides its own crude, Oil, 
India transports the ONGC 
crude from upper Assam 
through this pipeline to the ■ 
Gauhati, Bongaigaon and 
Barauni refineries. 

Oil India has as well pione¬ 
ered deep drilling in the coun¬ 
try. Currently it accounts ; 
for nearly 60 per cent of such 
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drilling across the length and 
breadth of the national boun¬ 
daries. Its overall drilling per¬ 
formance compares favourably 
with the international stan¬ 
dards. 

The financial performance 
of the undertaking has been 
equally impressive. On its 
investment of Rs 14 crores in 
Oil India <50 per cent of Rs 28 
croccs equity, the other 50 per 
cent being subscribed by BOC) 
the Government of India had 
received dividends upto 
1975-76 aggregating to over 
Rs 30 crores. Under the di¬ 
vidend declaration formula by 
virtue of which the maximum 
dividend that can be declared 
is 13 per cent tax-free in a 
year, another Rs 112 crores 
had been received by the 
Centre on account of its owner¬ 
ship of the Gauhati and Bar- 
auni refineries in the form of 
cash discounts on crude oil 
sales. The other receipts of 
the Central and the State Go¬ 
vernments till then had excee¬ 
ded Rs 200 crores —in the 
form of corporate taxation, 
royalty, contributions to the 
oil development fund and 
sales-Utx. The debenture stock 
of Rs 30 crores, which had 
been raised for the construc¬ 
tion of the pipeline, had also 
been fully repaid by then. 

The accounts for the subse¬ 
quent years have not yet been 
closed in view of the directive 
of the Union Government 
pending finalisation of the 
proposal to fully nationalise 
the undertaking. Even after 
nationalisation, the associa¬ 
tion of BOC with Oil India is 
to be maintained in some 
form or the other to enable 
the country to draw upon its 
expertise and experience. In 
view of the new off-shore ex¬ 


ploration policy the allowing 
of investments by oil export¬ 
ing countries in several fields 
and the heartening develop¬ 
ment of Oil India being 
entrusted with new explora¬ 
tion areas, both onshore 
and off-shore, it may even 
be desirable to keep BOC 
as a minority partner in Oil 
India. 

As mentioned above, it, in¬ 
deed, is a welcome develop¬ 
ment that additional respon¬ 
sibilities have been assigned 
or are proposed to be assign¬ 
ed to Oil India with a view to 
stepping up the national ex¬ 
ploration effort. The under¬ 
taking was granted an off¬ 
shore concession extending 
over 12,COO sq kms in 1978 in 
the Mahanadi basin in Orissa. 
The exploration work here 
has already been started. A 
modest success has been achi¬ 
eved in the second well drill¬ 
ed as fluorescence has been 
witnessed in this well. The 
first well in the area had been 
abandoned temporarily at a 
depth of 2,740 metres so that 
the second well could be com¬ 
pleted during the last mon¬ 
soon season. As a result of 
the show of fluoroseence in 
the second well. Oil India 
proposes to arrange a thor¬ 
ough testing of all the possi¬ 
ble hydrocarbon-bearing hori^ 
zons in the area. 

Oil India has approached 
the Government for the grant 
of permission to explore the 
adjacent 6,800 sq kms on¬ 
shore falling in the three dis¬ 
tricts of Cuttack, Puri and 
Balassore. Another proposal 
has been made for entrusting 
the north-east off-shore area, 
adjacent to the present Ma¬ 
hanadi basin off-shore, for 
exploration by it. 


On land, while Oil India 
will be continuing its explora¬ 
tion efforts in Arunachal Pra¬ 
desh and the othei mining 
leases in Uprer Assam, it will 
be extending soon its endea¬ 
vours to Rajasthan which area 
the Union Government has 
decided to entrust to it. This 
area was explored earlier by 
the ONGC without much suc¬ 
cess. 

A fairly ambitious explora¬ 
tion programme has been 
drawn up by Oil India for its 
new concessions without in 
any way relenting on the ex¬ 
ploration and developmental 
efforts in upper Assam and 
Arunachal Pradesh. Seismic 
surveys in the new Orissa and 
Bay of Bengal areas arc pro¬ 
posed to be undertaken be¬ 
fore the end of the current 
calendar year. An extensive 
seismic survey of the Rajas¬ 
than tract will be taken up 
after analysing the known data 
available with the ONGC. 

Besides producing crude oil, 
Oil India yields sizeable quan¬ 
tities of natural gas. The gas 
is being utilised for power 
generation to meet Oil India's 
own requirements as well as 
for the manufacture of fertili¬ 
zers at Namrup and catering 
for the needs of the tea gardens 
in the State. The proved and 
indicated reserves of associated 
as well as non-associated gas 
in Oil India's concessions ag¬ 
gregated to 54,605 million stan¬ 
dard cubic metres at the begin¬ 
ning of the current calendar 
year, after a cumulative pro¬ 
duction up to December 31, 
1979, totalling about 192 mil¬ 
lion standard cubic metres. 
The daily production of 3.65 
million standard cubic metres 
' in 1979, of course, was not 


being fully utilised, as the inter¬ 
nal requirements were of the 
order of 0.80 million standard 
cubic metres and those of 
other consumers approximately 
166 million standard cubic 
metres. 

For effecting maximum uti¬ 
lisation of its gas resources. 
Oil India is setting up a LPG 
plant for yielding annually 
60,000 tonnes of LPG and 
12,000 tonnes of condensates. 
The project will cost Rs 13.55 
ciores with a foreign exchange 
component of Rs 3 crores. 
When fully implemented, it 
will lead to foreign exchange 
saving of Rs 50 crores per an¬ 
num. The LPG produced will 
help in saving 70,000 tonnes of 
kerosene imports per year. This 
project, of course, is being im¬ 
plemented with considerable 
delays, caused by procedural 
labyrinths. 

Another important project 
that is being considered by Oil 
India to utilise the waste heat 
from its operations to add 7.5 
MW to its power generation 
capacity at Duliajan which will 
help meet the extra require¬ 
ments of the Nahorkatiya oil¬ 
field as well as the LPG pro¬ 
ject. To ensure transportation 
of 5.6 million tonnes of crude 
from both the Oil India and 
ONGC concessions to the con¬ 
suming ends, the existing VHP 
telecommunication system on 
the pipeline is to be moderni¬ 
sed at a cost of Rs 10 crores. 

Oil India’s operations, as 
those of the ONGC in the 
area, of course, have come 
under serious strain since the 
start of the Assam agitation 
on the issue of foreign natio¬ 
nals. This has been dealt with 
earlier in this feature. 
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Oil Rigs from BHEL 


In the wake of the 1972-73 
international oil crisis, there 
was considerable interest in 
the country in stepping up the 
search for oil, both on-shore 
and off-shore, in July, 1974, 
Bharat Heavy Electricals Ltd 
(BHEL) was entrusted with the 
^responsibility of developing 
and manufacturing deep dril¬ 
ling rigs suitable for drilling 
upto a depth of 20,000 feet 
(6,000 metres). 

Today, BHEL manufactures 
the following three types of 
diesel electric drilling rigs for 
on-shore applications to 
American Petroleum Institute 
specifications: 

J. E 200 type - Suitable for 
jf drilling upto 20,000 feet; 


2. E-1400type—Suitable for 
drilling upto 16,000 feet; and 

3. E-760 type—Suitable for 
drilling upto 12000 feet. 

The undertaking entered 
into a limited collaboration 
agreement in November, 1974, 
with Messrs USS Engineers 
and Consultants, Pittsburg, 
USA, for the manufacture of 
hoisting and rotating equip¬ 
ment and mast and substruc¬ 
ture for two types of rigs 
(l and 3). The third type 
(E-1400) was developed by it 
on its own. 

Initially, BHEL received 
orders for supplying six rigs to 
Oil and Natural Gas Commis¬ 
sion (4 E-2000+ 2 E-760). 

Later on, order for one rig 
(E-1400) was received from 


Oil India Ltd. Recently, the 
ONGC has placed a letter of 
intent for four more rigs, i.e. 
two E-1400, one E-760 and 
one E-2000. 

The very first rig supplied 
by BHEL to the ONGC was 
deployed in Narsapur 
(Andhra Pradesh), an entirely 
new location for exploration 
and this rig struck natural 
gas at a depth of 4035 metres. 

BHEL has already supplied 
four rigs to the ONGC and 
the fifth one of E-2000 type is 
ready for despatch to Calcutta. 

Apart from meeting the 
i n d igenou s requ iremen I s, 

BHlfLisnow participating in 
global tenders for exporting 
these rigs. It hopes to share 
considerable portion of off¬ 




shore drilling equipment 
market as well. 

Bharat Heavy Electricals, 
Hyderabad, has been entrust¬ 
ed with the responsibility of 
overall coordination, manu¬ 
facture of hoisting and rotat¬ 
ing equipments, rig utilities 
and mud system, the entire 
engineering and development 
work and the final rig-up. 
Today, BHEL is fully geared 
to deliver annually 7 to 8 rigs. 

The progress in the manu¬ 
facture of oil-field equipment 
has been pretty fast. It is the 
result of the team spirit exhi* 
bited by BHEL’s various 
manufacturing units and the 
active cooperation extended 
by the user organisations—the 
ONGC and Oil India. 


With Best Compliments 


from 



ONGC 


OIL & NATURAL GAS COMMISSION 
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1 "LIONS DO NOT COMPROMISE! 

NOR DO WE" 

USE 

"THREE LIONS" 

BRAND 

I 

j SODA ASH 

j CAUSTIC SODA 

& 

j SODA BICARB 

1 Saurashtra Chemicals 
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Window on the World 

1 

Federal Reserve Under Fire 

Sudhir Sen New York 


With the election campaign in its home 
stretch, President Carter, rather unsure 
about his own prospects, launched a start¬ 
ling attack on the Federal Reserve, long 
hailed as the autonomous custodian of 
^the nation’s monetary policy. And it im¬ 
mediately drew fire from the business 
world in Fed’s defence, deprecating the 
attempt to browbeat it into the White 
House line with greater accommodation 
to serve its political needs. Since then 
tempers have somewhat cooled. But down 
the road, and at least until the election 
day, there may well be more flare-ups. 
One thing is certain even at this stage: 
the flfteen-month-long White House-Fed 
honeymoon is over, and Mr Carter and 
Mr Volcker have reached the parting of 
i ways. 

That they were doomed to do so was 
not hard to foretell for reasons which 
were set forth in an earlier article on 
the Fed policy (EE June ’80). As was 
then pointed out, the Carter adminis¬ 
tration readily went along with the Fed 
Chairman Paul Volcker through thick and 
thin—not only with two packages of tough 
measures in 1979, but also with a brutal 
credit crunch imposed on March 14 with 
a stiff hike of the discount rate, curbs on 
credit card use, and tight control of the 
money supply; and later, as the economy 
plunged headlong into a recession, with 
the lifting of credit controls and a rapid 
expansion of money supply that led al¬ 
most to a vertical drop in the interest 
rates. 

Until recently, this wild pattern of 
monetary policy, though intrinsically ir¬ 
rational, raised no eyebrows in the White 
House; indeed, it was implicitly welcomed 
by the administration in this Presidential 
election year. For, it is no secret that its 
f primary concern for months has been how 
1 to brake a runway boom and give the 
wayward business cycle a more convenient 



shape—even if by some procrustean me¬ 
thod—so that in the critical pre-election 
weeks the economy might put on if not a 
rosy hue, at least a reasonable look. A 
V-shaped pattern, with its upleg clearly 
visible in early fall, is what it devoutly 
wished. This would provide the incum¬ 
bent President with an escape from the 
recession that threatened to be his worst 
liability. 

Unexpected Jolt 

Thanks to the Fed actions, things mov¬ 
ed beautifully for the Carter camp from 
mid-spring to late summer. But then came 
an unexpected jolt. The economy, aided 
by the Fed-administered stimulus in addi¬ 
tion to its own built-in resiliency, bounc¬ 
ed back with surprising strength. Mean¬ 
while, inflation, still persisting at the dou¬ 
ble-digit level, was spurred by a drought- 
induced jump in food prices. Business 
loan demand picked up rather rapidly, 
and inflationary expectations were once 
again on the rise. A worried Fed tightened 
the monetary screw and raised the dis¬ 
count rate from 11 to 12 per cent. It har¬ 
dly had any choice. While Mr Carter had 
his attention focussed on economic re¬ 
covery and his reelection, Mr Volcker had 
two overriding concern*—to cool the in¬ 
flation and to defend the dollar. There is 
little doubt that he has kept the interest 
rates so high even in a recessionary en¬ 
vironment mainly to forestall another 
burst of inflationary expectations and a 
new dollar crisis. 

The prime interest rate which had soar¬ 
ed to 20 per cent last spring and then 
dropped precipitously to 10.5 per cent, 
went back Up again, and inevitably the 
mortgage rates followed suit. The high 
rates could not but effect the housing in¬ 
dustry which had just begun to climb out 
of a deep slump; and they also discoura¬ 
ged prospective buyers of automobiles 
just when the government was extending, 


in one form or another, multi-billion dol¬ 
lar aid to this troubled industry. Along 
with these two key industries, the fragile 
economic recovery was put in jeopardy. 

On Oct. 2, the Citybank of New York 
raised the prime rate by a full percentage 
point—from 13 to 14 per cent—when 
other major banks, after the latest \ point 
hike, had hit 13J per cent. This provided 
new ammunition to the Republican presi¬ 
dential candidate, Mr Ronald Reagan who 
has been doing his best to extract maxi¬ 
mum political mileage out of Mr Carter’s 
economic woes. Mr Reagan promptly 
derided what he called “Jimmy Carter’s 
roller coaster”, and remarked that the 
nation might be “heading for another 
term of wildly tight credit and unavailable 
mortgage loans.” 

Reversed Roles 

* 

Apparently, this was too much for a 
Democratic President, especially because 
of the role reversal it signified between the 
Republicans which traditionally favour 
tight money and high interest, and his 
own party which has always championed 
the cause of cheap and abundant credit. 
His response was prompt and harsh, but 
it was directed not at Mr Reagan, but at 
the Federal Reserve. He called the Fed 
policies “ill-advised”, criticised it for its 
“strictly monetary approach to making 
decisions”, and urged that it ought to 
look at “the adverse consequences of in¬ 
creasing interest rates on the general eco¬ 
nomy as a major factor in making their 
own judgments.” 

Now, as we all know, expediency, 
tergiversation, even unabashed scapegoat- 
ing arc ubiquitous elements of the politi¬ 
cal game, especially in modern democra¬ 
cies. That Mr Carter, smarting under the 
sarcastic attack from his adversary who 
was clearly scoring fresh political points, 
would act in sheer self-defence and put 
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the blame on a third party is not surpris¬ 
ing, Nevertheless, the, episode contains 
some rate ironies, and also has some 
ominous implications for the future, which 
are well worth noting. 

In June 1979, at a time when confi¬ 
dence in the administration was sagging 
alarmingly and the dollar was collapsing, 
the President turned to Mr Paul Volckcr 
and persuaded him to take charge of the 
Federal Reserve as its chairman. Already 
a member of the Fed’s board and head of 
its New York regional office, Mr Volcker 
was well-known in the financial world as 
a long-time advocate of strong fiscal and 
monetary measures to quench inflation 
and protect the dollar. His vintage con- 
servativism made him the man of the 
hour. The President knew this only too 
well and readily agreed to give him a free 
hand in shaping the Fed’s policy. The 
Volcker appointment had an instantaneous 
effect. The financial markets rallied and 
stabilized: the dollai looked stronger and 
regained some of the lost ground. The 
policy of tight money and high interest 
initiated by him seemed to work. 

Shortlived Lull 

But the lull did not last long. Inflation 
continued at a high rate, both feeding on 
itself and spurred by the rocketing oil 
price. In late summer a blizzard of spe¬ 
culation hit the gold market and the com¬ 
modity exchanges, and the dollar took a 
fresh nosedive. To overcome the new crisis 
the Fed announced a package of stern 
measures (on Oct. 6, 1979). The discount 
rate was pushed up once again; the sup¬ 
ply of money was tightened; but, most 
significant of all, it announced a switch 
in its basic policy. Instead of pegging 
interest rates as it had done hitherto, it 
decided to concentrate its efforts on regu¬ 
lating the amount of reserves in the bank¬ 
ing network. This would mean wider 
swings in the interest rates, but it believ¬ 
ed, or hoped, that this would give it a 
better handle on the nation’s money sup¬ 
ply and through it on the stock of readily 
spendable funds. This was a clear victory 
for monetarists who had long advocated 
such a switch. It was also widely acclai¬ 
med both at home and abroad. The 
Carter administration went along with the 
change without demur. Given the gravity 


of the crisis, it presumably concluded that 
there was no escape from the bitter medi¬ 
cine. 

Wild Speculation 

The medicine seemed to work, but not 
for too long. The hostage-taking in Tran 
and further disruption of US relations 
with it, Soviet intervention in Afghanis¬ 
tan, a fresh spurt in energy costs, a de¬ 
fiantly strong economy belying all reces¬ 
sion forecasts, a visibly inflationary bud¬ 
get though billed by Mr Carter as “pru¬ 
dent”, collapse of the bond market that 
made it hard even for the Treasury to 
raise funds, an upsurge in gold price that 
hit an all-time high of $850 an ounce, 
another round of wild speculation in com¬ 
modities, and another dollar crisis—this 
was briefly the sequence of events that 
came to a head by mid-March and forced 
the Fed to clamp down brutally on mone¬ 
tary brakes. The result was an unprece¬ 
dented credit crunch. But once again 
there was no protest from the White 
House. In that critical situation it had 
hardly any alternative. Besides, as is 
widely believed, it was anxious to get 
over the risks of a recession well before 
the election. 

The monetarists who had applauded 
the Fed’s shift of October 1979 from 
regulation of interest rates to regulation 
of the basic money supply in the banking 
system, are now bitterly critical of its 
policies, especially of its actions since 
March last. They accuse it of broken 
promises; that instead of holding the 
monetary growth to a steady, moderate 
rate according to its own formula, it first 
starved the economy by supplying too 
little money and then flooded it with ex¬ 
cessive supply. The principal monetary 
item under the Fed’s control MI-B swung 
from a negative growth for several weeks 
to an expar sion at a 20 per cent annual 
rate during June-August, in the upshot 
all that it has done is to widen the band 
within which it allows interest rates to 
fluctuate without making any noticeable 
progress in curbing the double-digit rate 
of inflation. 

Was the Fed politically motivated in 
its behaviour? Some critics openly argue 
that its highly expansionary actions this 
summer were dictated by a desire to help 
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President Carter get reelected. A disillu¬ 
sioned securities dealer put it rather blun-, 
tly. The Fed’s Open Market Committee 
in his veiew has, in effect, become the 
“Committee to Re-elect the President”. 
The financial weekly Barron's in its Sept¬ 
ember 29 issue came out with a caustic 
editorial on “ Independent ” Fed with the 
subtitle, “Credit Restraint Yields to Elec - 
tion-Year Pump-Priming". It characterises 
the changes since March last as “one of 
the most sweeping policy reversals in the 
Fed’s longand checkered history”. And 
it charges that what the central bank has 
done is to switch from earlier “overkill” 
to what looks “increasingly like a policy 
of election-year appeasement”. Jt holds 
on to this view despite the latest discount 
rate hike which it believes was belated. 

Cynical and Partisan 

Ail this sound cynical and smacks 
of partisanship. Yet, Fed’s history is 
replete with examples to show that its 
constitutional independence is heavily 
qualified in practice; that, in a Presiden¬ 
tial election year in particular, it is prone 
to trim its sail to the political wind. For 
example, it is widely believed that Mr 
Arthur Burns, supposed to be a conserva¬ 
tive economist of high integrity, did his best 
to ensure the re-election of his mentor 
Mr Richard Nixon by rapidly reflating 
the economy in 1972, thereby setting the 
stage for accelerated inflation. Incident¬ 
ally, five of the seven present Federal Re¬ 
serve Governors are Carter appointees. It 
would be small wonder if they are swayed 
by a sense of loyalty towards an incum¬ 
bent President to whom they owe their 
present positions. 

If Mr Carter deftly deflected the Rea¬ 
gan attack towards the Fed, its Chairman, 
Mr Volcker, in turn passed on the blame 
to the commercial banks which, in his judg¬ 
ment, “overreacted” to the Fed’s policy 
and pushed up their rates too far and too 
fast, from this if is reasonable to con¬ 
clude that the Fed will tend to go slow 
with further tightening of money supply 
and that the interest rates have more or 
less peaked for the present. 

Also, two other conclusions seem to be 
in order. Fed’s ill-fated adventure into 
monetarism which was rapturously—and 
mindlessly—-acclaimed last year, has come 
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to an abrupt end, giving both monetarists 
and their opponents enough ammunition 
to defend their respective positions. 
Meanwhile, Mr Volcker’s own position 
has become rather indefensible. Attack¬ 
ed by the President he came to serve in 
extermely difficult circumstances, he can 
hardly continue as Fed Chairman, no mat¬ 
ter who wins the next election. Already 
there are talks that he might go to the 
World Bank next year as successor of 
Mr McNamara. 


IMF Extended Facility 
to Pakistan 


Pakistan is to get 1.5 billion dollars of 
“extended fund facility” from the Inter¬ 
national Monetary Fund. 

The facility, according to a PPJ report 
from Wishington, is intended to support 
Pakistan’s balance of payments position 
and the stabilisation programme over a 
three-year period. 

Negotiations were successfully conclu¬ 
ded in Washington on October 10 bet¬ 
ween the IMF management and a Pakis¬ 
tani team, led by Finance Secretary HU. 
Baig. 

The grant of the loan is subject to ap¬ 
proval by the IMF Board of Directors, 
which is expected to give its concurrence 
in two to three weeks' time. 

Sources in touch with the negotiations 
point out that the IMF’s willingness to 
advance such a big amount reflects the 
increasing confidence in the rapid reco¬ 
very of Pakistan economy and recognition 
of the effectiveness of the measures adop¬ 
ted by Islamabad. 

They also believe that with this show 
of confidence by IMF, the prospects for 
the rescheduling of Pakistan’s debts have 
significantly brightened and so have the 
hopes for Pakistan getting more pro¬ 
gramme aid from the World Bank. 

According to another PPI report, top 
executives of leading financial and invest¬ 
ment institutions of Pakistan are se¬ 
riously contemplating forming an indus- 
f trial aid club, to provide assistance to 
both public and private sector projects. 

Informed sources said in Karachi on 


October 13 that in the initial phase the 
proposed club might involve the Pakistan 
Industrial Credit and Investment Corpo¬ 
ration, Bankers’ Equity Limited, Pak- 
Kuwait Investment Company and Pak- 
Libya Holding Company. 

The proposed club, they pointed out, 
would be expected to provide assistance in 
the form of equity underwriting and loans, 
besides carrying out feasibility studies. 

The sources said moves had already 
been made by the four institutions to 
undertake joint studies and consider the 
possibility of collectively financing both 
public and private sector projects, in local 
currency as well as in foreign exchange 

They said the proposed club was ex¬ 
pected to participate in implementation 
of the prestigious Saindak copper project 
in Baluchistan by way of providing Joans 
to the extent of Rs 1.500 million, a part 
of which would be in foreign exchange. 
The total cost of project is Rs 4,000 mil¬ 
lion, of which Rs 2,500 million will be in 
foreign exchange. 

In the private sector, they said a local 
cotton and textile research organisation 
had been asked to undertake the study of 
a closed textile mills in Sargodha which 
has about 25,000 spindles. 

Indications have also been made to sup¬ 
port some entrepreneurs who have obtain¬ 
ed Government sanctions for cement pro¬ 
jects in different parts of the country. 

Source : DAWN 


Pak to Disinvest Some 
Public Sector Units 


Thu Parisi an Government is considering 
disinvesting 40 lo 45 per cent of its share¬ 
holdings of some public sector units to 
provide the private sector a “sense of 
participation", the Federal Production and 
Industries Minister, Lt-Gen. (Rtd). Ghu- 
lam Hassan Khan, said on October 8. 

Talking informally to newsmen after 
the presentation of alcohol-engine motor¬ 
cycles, the Minister said the Government 
might also take some decision soon about 
“a dozen of public sector units" which 
were not in good shape. 

He said these units might be disinvested 


or the Government might decide to invest 
more money in some of them to make ; 
them productive. 

Replying to a question, he ruled out the 
possibility of denationalisation of public : 
sector industries. 

He said the Government policy was to 
disinvest the public sector units and a ; 
few had already been disinvested. 

He said ihe Government was consider¬ 
ing withdrawing the sanction of private 
sector industrial projects if they were not 
implemented in a “reasonable period of 
time." The Minister said he felt a year's 
time was a reasonable period to start 
work on the projects after sanction from 
the Government. 

He referred to the delay in implementa¬ 
tion of certain cement projects and said he 
had held meetings with the sponsors and 
conveyed his opinion to them. 

He also referred to a survey carried out 
by the Government to ascertain the pace 
of implementation of industrial projects 
sanctioned to private parties during the 
last five years. 

Source: DAWN 


UK Money Supply 
Under Control 


A significant fall in the rate of growth 
of Britain's money supply, foreshadowed 
in banking statistics issued earlier this 
month, was confirmed on October 
16 in figures released by the Bank of 
England. 

During the banking month to mid- 
September, sterling M3 (the broadly 
defined money stock) increased by 
pound-sterling 390 million, or 0.6 per 
cent. But if the effect of the ending of 
the so-called “cornet" control on bank 
lending is excluded, the underlying rise 
was pi obably considerably lower at bet¬ 
ween 0,25 per cent and 0.5 per cent, 
compared with underlying rises of from 
one to two per cent in each of the pre¬ 
vious two months. 

The removal of the “corset", which had 
the effect of swelling the money supply 
by some pound-sterling 1.35 billion in 
July and August, had an inflationary 
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^tfect estimated at only about pound- 
sterling 260 million in September 

; These distortions in the true money 
supply figure occurred when banks took 
" Over commercial bills for credit advanced 
from outside the banking system during 
application of the “corset” restriction. 

The true September rise in the money 
aggregate of half a per cent or less will 
be seen as encouraging by the Covern- 
ment which recently reiterated its deter¬ 
mination to pursue a tight monetary 
policy in its fight against inflation. 

There is encouragement too in signs 
that bank lending and public-sector 
borrowing have eased markedly. During 
banking month September, sterling lend¬ 
ing to the private sector was pound-sterl¬ 
ing 540 million after seasonal adjustment, 
but total demand for credit from the 
banking system was only about half this 
amount since bank acceptances financed 
outside the banking system fell by some 
pound-sterling 260 million (the “end of 
the corset” effect). 

The Central Government borrowing 
requirement also diminished in line with 
Government expectations, dropping to 
pound-sterling 1,145 million, compared 
with more than pound-sterling 2 billion in 
August. 


Soviet Agriculture 
in Doldrums 


Sixty-three years after the revolution 
and the accompanying changes that took 
place in Soviet Russia, Russian agricul¬ 
ture still docs not seem to have come of 
age. One of the major nightmares of the 
Soviet Government has been continued 
low production in the farm sector. 
Russian imports of foodgrains, particu¬ 
larly from the United States have been 
a fairly common feature for a long time 
now. This year again it is likely that 
Russia will have to import between 35 
and 45 million tonnes of grain, if not the 
whole amount from the USA then cer¬ 
tainly from other parts of the world. 

According to western farm experts 


Russia's grain harvest wilt be only about 
190 million tonnes this year against the 
targetted figure of 235 million tonnes. 
This years production is likely to be only 
11 million tonnes more than last years 
disastrous shortfall. The main reason 
for this appears to be that USSR has had 
continually wet weather for several weeks 
and in the Kazakhstan province un¬ 
usually cold and dry winds have affected 
the crop adversely. 

The Russians may face some difflcul- 

Production of Certain Commodities in 
which the Soviet Union Leads the World 


1950 1979 


Oil and gas condensate (million tonnes) 
USSR 38 586 

USA 267 420 

Coal marketable (million tonnes) 

USSR 257 658 

USA 508 599* 

Steel (million tonnes) 

USSR 27 149 

USA 90 127 

Diesel and electric locomotives (numbers) 
USSR 227 1,748 

USA 3,551 1,008** 

Tractors, excluding low-powered ones 
(thousands) 


USSR 

109 

557 

USA 

542 

253* 

Mineral fertilisers (million 

tonnes) 


USSR 

1.2 

22.1 

USA 

4.0 

20.0 

Wheat (million tonnes) < 



USSR 

31 

90 

USA 

28 

58 

Milk (million tonnes) 



USSR 

35 

93 

USA 

53 

56 

Granulated sugar from 

home-produced 

raw materials (million tonnes) 


USSR 

2.5 

7.3 

USA 

3.0 

4.7 


* In 1978 ** In 1977 

a- 

Source : Soviet Features 


ties in hm$ able fo toport fte scquMfe ; 
quantity of 35 to 45 million tonne* on 
account of the tight world supply posi¬ 
tion. Even if they succeeded in doing so 
they are likely to run into domestic 
transportation difficulties. According to 
the US Department of Agriculture such 
serious shortfall is likely to create 
problems for Russian live-stock herds. It 
is not possible to say whether the Russians 
will choose to liquidate a part of the 
live-stock but in order to keep the meat 
supply up to requirements and also in 
view of the shortage of foodgrain they 
might have to take recourse to this. 
Soviet meat production from January to 
July has been running three per cent 
lower than in 1979 due to last year’s poor 
crop of 179 million tonnes. 

Crawling Growth 

In facr an examination of the major 
indicators of Soviet economic develop¬ 
ment shows that treating 1913—1, agricul¬ 
tural output has increased by a mere 3.5 
times in 1979. In 1940 it had increased 
to only 1.4 times and in 1965 only to 
2.5 times. On the other hand between 
1939 and 1979 GNP has grown 67 times, 
national income 73 times, fixed capital 
39 times, industrial output 157 times and 
capital investment 116 times. The fact 
that agriculture has been lagging far be¬ 
hind indicates that the Soviets have not 
yet been able to solve the problems 
which first surfaced during the period 
1929 to 1932 when Mr Stalin went to 
town on the Kulaks. 

The average annual rates of growth 
during 1951-1979 for the USSR, the USA 
and advanced capitalist countries show 
that Russia is far ahead both in terms of 
national income and industrial output. 
The former has grown by 7i6 per cent 
and the latter by 8.9 per cent in Russia, 
whereas in the USA it has grown only 
by 3.5 and 4.3 per cent. The accompany¬ 
ing table gives a comparative picture of 
the production of certain commodities in 
the Soviet Union and the USA. 

It is interesting to note that over the 
last 10 years the Soviet Union has doubl¬ 
ed its industrial output whereas it took 
the USA 16 years, Germany 18 years and 
Britain 26 years. 
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Point of View 
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Bonded Labour: Looking for a Fair Deal 


R. B. L. Garg 

Bonded labour, like child labour, Is a socio-economic problem. Most 
bonded labourers come from the Scheduled Castes and Scheduled 
Tribes. A vast majority of bonded labourers does not have land or 
other assets. Over 33 per cent incur debts, leading to bondage, for 
festivals and social obligations, while 50 per cent are driven into 
bondage for meeting their daily needs. The author feels that a mere 
certificate of release from bondage cannot help the oppressed. 

Sincere efforts at their rehabilitation after freedom from bondage 
need to be made and vigil kept to see that they do not relapse into 
bondage. 


Despite the loud clamour and claims 
about the abolition of bonded labour the 
problem Still exists in gigantic propor¬ 
tions in many States as revealed by the 
survey conducted by Gandhi Peace Foun¬ 
dation in association with National 
Labour Institute. What is more unfor¬ 
tunate is that there is no reliable data 
available about the magnitude of the 
problem. While, according to the Foun¬ 
dation’s survey, which is based on 1000 
villages in 10 States, the number of bon¬ 
ded labour is around 22.4 lakhs (the total 
being 30 lakh), the 32nd National Sample 
Survey puts the figure at 340,000. Figures 
supplied by 12 State Governments how¬ 
ever, put the total at 120,000 and this is 
the number on which all State schemes 
arc based. Obviously the findings of the 
State Governments arc on the lower side. 

For instance, Orissa which originally 
maintained that only 13 bonded labourers 
had been identified in the State, has now 
claimed that the number is actually 
100,000. Moreover, as the report of the 
Commissioner for Scheduled Castes and 
Scheduled Tribes observed sometime 
back, bonded labour might also exist in 
sectors like quarrying, domestic services 
and hotels etc. A sub-committee of the 
Central Standing Committee on rural un¬ 
organised labour, which made an in-depth 
study of the problem rightly feels that the 
practice still prevails in some form or 
other in many parts of the country and 
the studies undertaken for detection and 
identification are not adequate and the 
pace of rehabilitation, according to the 
panel, “abysmally slow.” 


If we go by the figures of the study 
made by the Gandhi Peace Foundation 
the State estimates of incidence of bon¬ 
ded labour are: Andhra Pradesh 3.25 lakh 
(4.96 per cent of all agricultural labou¬ 
rers); Bihar 1.11 lakh (1.17); Gujarat 
1.71 lakh (9.5 per cent): Karnataka 1.93 
lakh (7.6 per cent); Madhya Praderh 4.67 
lakh(11.8 percent); Maharashtra 1.05 
lakh (2.1 per cent); Rajasthan 67,000 (9.4 
per cent); Tamil Nadu 2.5 lakh (6 per 
cent); Uttar Pradesh 5.55 lakh (10.5 per 
cent). It is pointed out that any estimate 
about the incidenne of bonded labour 
system is at best a statistical projection 
or an arithmetical approximation. The 
State Governments, however, do not agree 
with these figures and have decided to 
look into the problem afresh. Due to 
different bases of measuring the magni¬ 
tude of the problem, the figures may vary 
and thus ihe actual number of bonded 
labour which deserve rehabilitation may 
also vary. However, some of the findings 
of the survey are of interest for formula¬ 
ting plans for rehabilitation. 

According to the report bonded labour 
is more of a ‘social’ than an ‘economic’ 
issue. The reason for such a view is that 
the bonded labour has “functional signi¬ 
ficance in perpetuating the property and 
income relations in rural India.” The 
survey also disapproves the commonly 
held assumption that bonded labour is 
merely the outgrowth of the feudal sys-, 
tem. Being economically most exploited 
and socially most oppressed it is again the 
scheduled castes and tribes who are most 
affected by the system. The survey also 


points out that it is a false notion to sug¬ 
gest that the majority of bonded labourers* 
go into bondage because of their irratio¬ 
nal spending of money on festival occas* 
sions. The fact, according to the study, 
is that 50 per cent arc driven into bondage 
for meeting their economic expenditure. 

Significant conclusions worked out by 
the survey show: (1) 66 per cent of 
the bonded labourers belong to scheduled 
castes while 18.3 per cent belong to sche¬ 
duled tribes But 84 2 per cent of the 
masters arc caste Hindus; (2)41.3 per cent 
of the bonded labourers take loans of less 
than Rs 300, 28.1 per cent take Rs 300- 
700, 15 per cent take Rs 700-1100 and 15 
per cent need loan exceeding Rs 1100; (3) 
11.6 per cent of the bonded labourers 
have to pay interest rates higher than 40 
per cent per annum, 10.3 per cent pay 
interest between 25 and 40, 45 per cent 
do not have to pay interest; (4) 47.5 per 
cent of the bonded labourers incur debts 
for meeting their daily needs whereas 33.6 
per cent take loans for festivals or other 
social obligations. This can be further sub¬ 
stantiated by the data on asset structure. 

Landless Lot 

About 62 per cent of bonded labou¬ 
rers do not possess any cultivable land, 
67 per cent have no livestock, 91 percent 
have no poultry, 14 per cent have no hut 
or house of their own, 20 5 per cent do 
not possess any homestead land. 

The study also points out that the 
wages bJow subsistence level as widely 
prevalent conti ibute substantially to 
the poverty of t he bonded labourers and 
their incapacity to pay the loan. Nearly 
30 per cent of them get less than Rs 10 
per month, 38 per cent earn wages bet¬ 
ween 10 and 40, 25 per cent earn Rs 40-80 
and only seven per cent get more than 
Rs 80 per month. The average monthly 
payment amounts to Rs 35. 

As is evident from the facts (even if the 
magnitude differs some basic facts remain 
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same) given above bonded labour, 
j'like child labour, is a socio-economic 
problem with a long history behind it It 
> i$ true that due to its being a complex 
J problem no one can expect a revolution; 
it cannot be solved through ‘stop-go me- 
thods* or through a mere legislative net- 
: : Work, either. Unless the States take keen 
j interest in the welfare of this class, there is 
ho hope of bettering their lot and freeing 
; them from bondage. A certificate of release 
; from bondage cannot help the oppressed 
and the victim. This is what has been 
done by most States which claim to have 
freqd bonded labour from their regions. 
In fact with the enactment of the Bonded 
: Labour System (Abolition) Act 1956, it is 
now the responsibility of the State Go¬ 
vernments to rehabilitate the bonded 
labour for which 50 per cent assistance 
is made available by the Union Govern- 
' ment. But it can seen, as also pointed 
out by the panel (sub-committee of the 
Central Standing Committee) that some 
States have even lagged behind in the 
minimum elementary function to appoint 


vigilance committees in the Affected dis¬ 
tricts. Even the committee? which exist 
do not maintain data registers as required 
by the act. 

The inertia of the State Governments 
towards the rehabilitation of bonded 
labour continues. So far only two States 
have only submitted schemes to claim 
matching grants from the Centre. During 
1978-79 the State Governments were able 
to utilise only 50 per cent of the total 
grant (Rs 1 crore) meant for the rehabili¬ 
tation. The reluctance of the State Govern¬ 
ments to act on this question has created 
a predicament for the Union Labour 
Ministry. The allocation for Centrally- 
sponsored schemes for rehabilitation of 
bonded labour for the five-year period 
1978-83 is Rs 25 crores. Thus, even if 
the Rs 3 crores allotted for the current 
year is fully utilised by the States, which 
is highly unlikely, the Ministry will have 
Rs 21 crores for the next two years. 

It is doubtful whether the few rehabili¬ 
tation schemes claimed to have been taken 


up by the States haw really resulted in the 
emancipation of the bonded labour in 
the areas covered by them. On the con¬ 
trary, there is every reason to believe that 
they have had only limited impact due to 
structural weaknesses and lack of follow 
up action. There is little wonder that 
many of those claimed to have been ‘freed’ 
fall in bonds when they return to their 
masters finding no hope of sustaining the 
freedom. This underlines a crying need 
for sincere efforts on the part of the 
States on a war footing to rehabilitate 
bonded labour. There is also a n eed of 
the programme being time-bound. The 
schemes should be drawn to provide 
alternatives to the freed labour looking 
to the local conditions. Besides roping 
the social organisations into it, there is 
a need to keep close watch on those al¬ 
ready rehabilitated lest they fall back 
into the clutches of their old masters. 
Top priority for appointments in jobs for 
which the bonded labour has the required 
competence should be given to ensure 
employment and safety to such labour. 


Coconut Industry Needs a Push B. H. La Ivan i 


Coconut palm is a poor man’s crop. The palm has various uses; 
ths nut of course is the most important produce. It has edible as 
well as industrial uses. India is not self-sufficient in coconut and 
imports it from the neighbouring South-east Asian countries. There 
ie scope for increasing the yield and saving foreign exchange 
expended in the import of oils. There are fluctuations in the 
prices of coconut.products. The author says it is necessary that 
this erratic behaviour of prices is checked and export promotion 
measures are accelerated. 


Ths coconut palm which for many cen¬ 
turies has had the distiction of being styled 
as the ‘Tree of Heaven’ still continues to 
dominate the scene-the tropical Alive 
Coconut is a very important crop in south 
and eastern India. In thfe Kerala State 
, where nearly 70 per cent of the Indian, 
coconut area is concentrated, the coconut 
kernel is the sine qua non of the diet of 
the people and is their principal source of 
' fet. India has 15.87 lakhs acres under 
coconut and produces 415 crore nuts per 
annum. Annual production of coconuts 
is valued at Rs 540 million. World ac¬ 
reage under coconut palm is nine million 
acres. Malayan archipelago accounts for 
50 per cent of the area followed by India 
and Sri Lanka in that order. In India 
10 million people depend on coconut 


cultivation for their livelihood directly or 
indirectly. 

In the areas where it is grown the eco¬ 
nomic well being of the bulk of the people 
depends on the multi-purpose palm. The 
trunk of the mature tree otherwise called 
‘Porcupine Wood’ is used for construc¬ 
tion and furniture making, the leaves are 
used to thatch roofs and the unfiores- 
cenccs or unopened spadices arc tapped 
to extract a juice which is converted into 
jaggery, sugar, vinegar and sweet or fer¬ 
mented toddy. The outer husk of the nut 
is retted and upon the fibre extracted from 
it is built the great coir industry, one of 
India’s important foreign exchange ear¬ 
ners. The shell is used as a fuel and when 
subjected to destructive distillation and 
other necessary processes, yields activated 


charcoal acetic acid and a tarry residue. 
Shell art work with their exquisite carv¬ 
ings and finish are much sought after by 
collectors of curios. The nut or the 
kernel which is an important part of it is 
however the most important produce of 
the tree. The fresh kernel which is very 
sweet is consumed as such in considerable 
quantities in the areas where palm is 
grown. The kefnel on being dried either 
in sun or in kilns is crushed for oil which 
is used both for edible and industrial 
purposes—an indispensable ingredient in 
the manufacture of soap. 

Unlike other plantation crops such as tea, 
coffee and rubber, coconut has never been 
a rich man’s crop. In the Philippines 82.1 
per cent of the total area under coconut 
is composed of small holdings with an 
average size of about two hectares (about 
5 acres). In India average holding is esti¬ 
mated to be less than an acre. In Sri Lanka 
small holdings of less than 20 acres each 
account for over 80 per cent of the total 
area under crop. In Malaysia out of a 
total area of 6.0 lakhs acres 3.9 lakhs 
acres are composed of holdings of less 
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^ than 100 acres in extent. It is said that 
^real speed of an Armada is the speed of 
its slowest ship. The Government support 
to the programme of rehabilitation of 
the poor is inspired by the same principle. 
The coconut industry is intimately con¬ 
nected with the economic and domestic 
life of the inhabitants of the coconut 
growing countries. It provides employ¬ 
ment and perhaps the only source of live¬ 
lihood to tens of thousands of people. 
In India (West Coast) coconut industry 
gives full or part-time employment to over 
30 lakhs people forming 30 per cent of 
jrthe total population of Kerala. In Philip¬ 
pines eight million people, or more than a 
third of the entire population, are depen¬ 
dent upon this industry for their liveli¬ 
hood. In Sri Lanka coconut Industry is 
the main source of livelihood of nearly 3 
million of its population. It is the largest, 
the most broad-based and fundamental 
industry there. 

Provider of Protein 

The nut equivalent of coconut and 
coconut products consumed in India 
comes to 2893 million or about 10 per 
cent of the total production in the 
country and since dishes made from the 
coconut furnish fat, protein and some 
vitamins they counterbalance some of the 
deficiencies inherent in the predominantly 
starchy foods consumed in the country. 
Human life would become impossible if 
there were no coconut palms in areas 
where they form the principal means of 
subsistence. Nothing has been found to 
take its place and nothing is likely to be 
found in the foreseeable future. 

It is however well known that India is 
not producing enough coconuts for her 
requirements and therefore has to import 
coconuts and coconut products from 
such countries as Sri Lanka and Malaysia 
in considerable quantities. 

The average yield of ripe coconut in the 
Philippines is 2830 nuts per annum. India 
has a yield of 2000 nuts per annum while 
Sri Lanka gets 1800 nuts per annum. Pack¬ 
age programmes comprising production 
and distribution of hybrid seeds, running 
of elite seed farms and rejuvenation of 
' diseased coconut plantations have been 
undertaken with the same objective. There 
is also a World Bank assistance program¬ 
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me in operatioh for the rehabilitation of 
30,000 hectares in Kerala by the use of su¬ 
perior planting material inputs and irriga¬ 
tion facilities. Annual production of coco¬ 
nut oil is less than 1/10 of total vegetable 
oil production of the country. The 
per unit of oil is maximum in coconut 
except in oil palm, cultivation of which on 
commercial scale is yet to develop in our 
country. India imports considerable 
quantity of vegetable oil and fat and sub¬ 
stantial savings in foreign exchange could 
be achieved by increasing the domestic 
production of coconut oil. 

The Indian Central Coconut Committee 
set up in 1943 is concerned with the deve- 
lopement of the Indian coconut industry 
so that it may serve the entire needs of the 
country. It operates two research stations, 
one at Kayangulam and disseminates in¬ 
formation regarding developments in re¬ 
search through its two publications, The 
Indian Coconut Journal and the Coconut 
Bulletin. Research on coconut has made 
considerable progress in Sri Lanka, Philip¬ 
pines, New Guinea, Trinidad and Jamaica. 
There is a necessity for setting up a central 
clearing house for all information regard¬ 
ing coconut research work being conduc¬ 
ted at different places. The coconut has 
the singular feature of yielding under suit¬ 
able conditions the valuable nuts almost 


at monthly intervals all through its Ul$| 
of eighty years.. The residual effects of||| 
added fertilisers last longer in coconut%$ 
than in the case of ordinary perennial^ 
plants. The coconut in small holdings in'^f 
this country is grown in mixed gardens’^ 
and the different aspects centring around v{l 
the right manner of applying fertilisers.^ 
would go a long way in improving their ? 
utilisation by the coconut increasing its f 
yield and possibly increasing its disease 
resistance. There is no doubt that atten- 
tion paid to the coconut palm will be ade*\ 
quately rewarded as has been the expe¬ 
rience in all parts of the coconut growing ■ 
countries. 

The coconut industry is ever vulnerable 
to the unpredictable and erractic price : 
behaviour of coconut products. One of 
the tasks of the State Coconut Develop¬ 
ment Corporation, Kerala, is to control f 
price fluctuation withiu a reasonable ; 
range. There is a great premium abroad i 
on natural fibres and Poland offers GSP ; 
concessions to imports of coconut pro¬ 
ducts. A vigorous promotion campaign ^ 
should be mounted to increase its export# 
as there is great scope for expansion of 
foreign market in the sophisticated coco- 
nut products such as coir mattings, coir t ;i 
foam mattresses aitd other value-added ■i 
coconut products. 
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“You left journalism a profession. We have 
made it into an industry”, said a member of 
one of the great newspaper chains once to John 
Morley, who had struggled against prejudice in 
his time and the description is more telling in 
the circumstances of today. The Ct nvention of 
Working Journalists, which met in Delhi on Satur¬ 
day and Sunday this week, sought to advance the 
interests of ‘working journalists by organising a 
Federation, and a rather elaborate time schedule 
has been laid down in order to ensure that this 
Federation comes into existence before the end 
of March 1951. The Convention has received 
fraternal greetings from the National Union of 
Journalists in Britain and from the American 
Newspaper Guild in the U.S.A. and the hope 


has been expressed that trade unionism in the, : 
fourth estate will help to uphold both standards , 
of remuneration and standards of quality. I 

If it docs, the solution will, indeed, be simple. \ 
But nobody has yet suggested that the National 
Union of Journalists in Britain or the Guild - ) 
in America has set up standards for the pro- , 
fession in the way in which the British Medical 
Association, soon after its foundation, proceeded 
to set up standards for the practice of allopa¬ 
thic medicine; and much of the romance and 
adventure of journalism in this country which ; 
attracted the early pioneers (ike James Silk 
Buckingham have disappeared during the huny 
of war-time and post-war growth. 


1001 


OCTOBER 31. 1980 



DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


I 


On behalf of the President of Indi», the Director, Directorate of 
Purchase and Stores, Department of Atomic Energy, Mohatta Building, 
Patton Road, Bombay. 400 ooi invites tenders as detailed below 

1. DPS : PARC : CAP : 3738 due on 12-11-80. 

Horizontal Handsaw Machine as per purchaser’s specifications. 1 No. 

2. DPS : AMD : STY : 306 due on 17 11-80 

! Micro optic Transit Theodolite as per tender specification, 2 Nos. 

3. DPS : BARC : Mi A : 14435 due on 25-11-80 

Rotameters glass type havinc scale to read from 0 to 100% 
of maximum two accuracyd.2% FSD in various quantities for water, 
acids and air. 21 Nos. 

4 DPS PPED : FAB : 348 due on 26-11-80. 

Manufacture, inspection, testing, certification, guarantee, packing 
& delivery of S.S Manhole & viewport Manges as per Purchaser’s 
Tender document. Total Qty. 205 Nos. 

5. DPS : PPKD FAB : 349 due on 27-11-00. 

Manufacture, inspection, testing, supply & guarantee of C.S. Ring 
Forgings per Purchaser* Tender document. Total Qty. 86 Nos. 

6. DPS : B ARC Ml A : 14441 due on 29-11-80. 

Pre-filters retardant in various dimensions and capacities ranging 
from 600 to 1200 efm. Portable size, efficiency ^0% upto micron, 

7. DPS : B\RC : MIA : 14484 due on M2-80, 

Ultrasonic cleaning unit for decontamination cf metallic and non 
metallic surfaces stainless steel tanks. Size. 600x300x500 mm depth 
having frequency of 23 kgs u-ith three tanks and six transducers. 

8. DPS . BARC : MIA : 14481 due on 2-12-80. 

Meet tonic Calculator Programmable with 1000 steps nd 100 me¬ 
mories complete with display, printer, floppy disk etc. Qty, 1 No. 

9. DPS : VEC : IEE : 200 due on 3-12-80. 

Wide band r.f. Power Amplifier with output power of 1 kW 
(min), frequency range I MHz to 34 MHz etc. as per Purchaser’s 
specifications. Qty. I No. 

10. DPS : VKC : IEE r 201 due on 3-12-80. 

Wind band r.f. Power amplifier with output power of 300 watts. 
Frequency range 1 MHz to 35 MHz and Gain 50 dB±l dB etc. 
as per Purchaser’s specifications. Qty. 4 Nos. 

11. DPS ; NAPP : PPED ; PPF : 263 due on 4-12-80. 

Supply of seamless carbon steel elbows as per purchasers’ tender specifica¬ 
tion. Qty. 34 Nos. 

12. DPS : BARC : PDS : EEQ : 3 due on 4-12-80. 

Modification of the existing motor control centre as per purcha¬ 
ser’s specifications for Bhabha Atomic Research Centre, Trombay, 
Bombay 4(K1 085. 

13. DPS : PARC : CAP : 3768 due on 4-12-80. 

High vacuum pumping module on a mobile frame consisting of 
a diffusion pump, rotary pump, liquid nitrogen trap, valves vacuum 
gauge and indicators, control unit and other accessories as per pur¬ 
chasers’ specifications. 1 No. 

14. DPS BARC : MIA : 14499 due on 4-12-80. 

XV' Potentiomciric recorder with facility to convert to YT. Chart 
width 25x40 cuts. 

Response : 0.4 seconds full scale. 

Accuracy : ±0.2% of full Scale. Qty. 1 No. 

15. DPS NAPP : PPED : PPF : 264 due on 5-12-80. 

Supply of cast Iron/forged carbon steel ordinary duty valves in 
different sizes as per purchasers’ tender specifications. Qty. 690 Nos. 

16. DPS : BARC PDS ; EEQ : 1 due on 5-12-80. 

Design, manufacture assembly, testing at manufacturer’s works, 
packing delivery at site and performance guarantee of Electrolytic 
Cell Switches and accessories as per purchaser’s specifications for 
Bhabha Atomic Research Centre at Trombay, Bombay 400 085. 

17. DPS : BARC MIA : 14497 due on 5-12-80. 

HFP\ Filters wuh dimensions 609 x 609 X305rnm Capacity 1700 M*/br 
Efficiency : 99.47. 

Pressure diop : not more than 25mm WG. Qty. 125 Nos. 

18. DPS : PPED : ELE : 647 due on 5-12-80. 

2 coic 7/0.717 mm (3 sq. mm) copper conductor armoured cable 
as pel IS 1554 Part 1 as per Purchaser’s Tender Specifications. 

19. DPS : PPED : PPF : 1377 due on 6-12-80. 

Supply of seamless stainless steel pipes in different sizes as per 
purchaser’s tender specification. Qty. 31 mtrs 


20. DPS : BARC : EEQ : 4847 due on 6-12-80. 

Worm single reduction gear with an extended bearing housing 
suitable for agitator/drive and flexible coupling for Bhabha Atomic 
Research Centre a l Trombav, Bombay 400 085. 

21. DPS : RAPS :0 &M : MI A : 108 due on 6-12-80. 

Indicating alarm metres with spares including Temperature indi¬ 
cator, Temperature indicating controller etc. Qty. 35 Nos. 

22. DPS : BARC : MfA : 14504 due on 8-12-80. 

Centrifuge basket type (Hydroextrator) having 1500 rpm, basket 
30 cm dia 25cm ht. made of A1SI 316L. Qty. 1 No. 

23. DPS : PPED: PPF : 1378 due on 8-12-80. 

Supply of SS Flanges in different sizes as per purchaser’s speci¬ 
fication. Qty. 539 Nos. 

24. DPS : NFC : ELE : 148 due on 8-12-80. 

Heating Element Suitable for 950 Nichrome 80/20 in various 
sizes. Qty. 270 Kgs. 

25. DPS : PPED : PPF : 1386 due on 9-12-80. 

Supply of carbon steel flanges in different sizes as per purchasers’ 
tender specification. Qty. 265 Nos. 

26. DPS : BARC : PPF : 4704 due on 10-12-80. 

Supply of extruded/drawn and annealed aluminium tubes as per 
purchasers* tender specification. Qty. 4000 Mtrs. 

27. DPS : BARC : PPF : 4705 Duo on 11-12-80. 

Supply of aluminium tubes as per purchasers* lender specification. 
Qly. 6 Ml. 

28. DPS : B ARC : IEE : 3175 due on 11-12-80. 

12.7 cm dia phoswich integral assembly with Primary detector 
12.7 cm diax3 mm thick Nal(Tl), Secondary c!e* ‘ctor : 12.7 cm dia 
x 5.1 cm thick Csl (Na) and Radiation entrance window should be 
0.5 mm Be etc. Qty. 1 No. 

29. DPS : BARC’ : PPF : 4706 due on 12-12-80. 

Supply aluminium tubes as per purchasers tender specification. 
Qty. 3 ML 

30. DPS : PPED : STC ; 86 due on 12-12-80. 

Boiler Quality Carbon Steel Plates conforming lo IS : 2002 
Gr. 2A or equivalent of various si/cs. Quuptity:44 M.T. approx. 

31. DPS : BARC : PPE : 4710 due on 15-12-80, 

Supply of cast iron pipes, specials, valves and gunmetal valves 
in different sizes as per purchasers’ tender specification. 

32. DPS : BARC : MIA : 11901 due on 15-12-80 

I.C. based Alpha hand and clothing monitor complete with timer 
module, detector etc. The detector shall be of large viewing crystal 
and photomultiplier of 75 mm dia. Qty. 1 No. 

33. DPS : TAPS : CAP : 107 due on 15-12-80. 

One set of main CRD Feed Pump and booster pump with their 
associated electrical motors as per pruchnser’s specification. Qty. 1 No. 

34. DPS : NAPP : PPED : IEE : 27 due ort 15-12-80. 

On line Infrared Analyser to measure D20 concentration in H20 
with Range 0 to 0 3% D20 in H20. Difference output to be con¬ 
tinuously variable from an absorbance fevel of 1.0A to 0.001 A (full 
scale) etc. Qty. 6 No. 

35. DPS : HWP : PPF : 1048 due on 10-12 80. 

Supply of MS black pipes heavy gauge conforming lo IS : 1239 
80 mm NR. Qty. 1000 Mtrs. 

36. DPS : NAPP : PPED : SIC : 77 due on 16 12 80. 

Carbon Steel Plates conforming to IS : 2062 or equivalent of 
various sizes. Qty . 195 M.T. 

Tender documents priced Rs. 10 each for items 2, 3, 13, 14, 20, 
21, 22 and 32, Rs. 15 each for Perns 8 and 30: Rs. 20 for item 6 

and Rs. 25 each for items 7 ,9,10, 11, 12, 16, 17, 18,19, 23, 24, 25, 

26, 27, 28, 29, 31 and 35, Rs. 35 each for items I, 4, 5 and 34; 
Rs 50 for item 36 and Rs 75 for item 15 and Rs 100 for item 33 
and General conditions of contracts priced 50 P. to all items except 
items 4 and 5 can be had from the Finance and Accounts Officer , 
Depart went of Atomic Energy , Directorate of Purchase ami Stores 
3rd Floor Mohatta Building , Fait on Road, Romhav-400 001 between 
10 a.m . and 1 p.m. on all working days except on Saturdays, Im¬ 
port Licence will be provided only if the items are not available indi¬ 
genously to ail items except items 2, 3, 4, 5, 6, 8, 12, 14, 18, 20, 

21, 22, 24, and 32. Tenders will be received upto 3 p.m. on the due 
date shown above and will be opened at 4 p.m. on the same day* 
The right is reserved to accept or reject lowest or any tenders in 
part or full without assigning any reasons. 
y davp 645(302)80 
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STATE OF THE 
ECONOMY 


Recession in Offing? 

The president of the Federa¬ 
tion , of Indian Chambers of 
Commerce and Industry 
(FICCI), Mr K.N. Modi, has 
warned of economic recession 
m the country if “compensa¬ 
tory measures” are not taken 
to check the current declining 
trend in money supply. Ad¬ 
dressing a press conference in 
Bangalore last week, he said 
money supply had shrunk fol¬ 
lowing the dwindling of foreign 
exchange reserves. He called 
for removal of all credit curbs 
and the impounding of 10 per 
cent deposits of commercial 
banks. 

Stating that the aim should 
be to achieve a 10 per cent in¬ 
dustrial growth, Mr Modi cal¬ 
led for revision of price con¬ 
trols on cement* sugar and 
paper and revival of capital 
market by restoring the balance 
between dividend and interest 
payments. Welcoming the re- 
gularisation of excess capacity 
and free trade zone facilities 
for hundred per cent export 
units as a change in the atti¬ 
tude of the Government for the 
better, Mr Modi said that free 
trade zone facilities should be 
made more realistic by making 
them applicable to units which 
I export 60 per cent of their 
„ output. 

Mr Modi commended the 
efforts of the Prime Minister 
for initiating a dialogue with 
the industry to sort out the 
problems facing the economy. 
He said such meetings were 
being used by the FICCI to 
identify constraints faced by 
the industry and not to seek 
fresh concessions. 

Mr Modi called For efforts 
to increase the production of 
items such as cement, news¬ 
print and edible oil so that 
their import could be mini¬ 
mised. The country was now 
spending about Rs 2,000 crore 
a year on imports of these 


items when there was no need 
for such heavy imports* he 
said. He also called for speedy 
implementation of the deci¬ 
sions of the Government. While 
the definition of small-scale 
sector had been changed, the 
banks, he observed, were yet to 
provide credit on the basis of 
the new definition. 

Plea for Investment 
Oriented Package 

The Indian Chamber of 
Commerce, in a memorandum 
to the Union Finance Minister, 
Mr R. Venkataraman, has 
urged initiation of an invest¬ 
ment-oriented package to en¬ 
courage more production and 
create additional capacity on 
an emergency basis. The fiscal 
policy, it has been stressed, 
must help cover the investment 
lag in the economy rapidly so 
as to keep up the growth 
momentum. 

The memorandum points 
out that in India fiscal levies, 
both at the Central and State 
levels, have been so steeply in¬ 
creased from year to year that 
the total incidence of all taxes 
now—Central, State and local 
taken together — comes to 
about 25 per cent of the natio¬ 
nal income, compared to 16 
per cent in the other develop¬ 
ing countries. While the Go¬ 
vernment needs to raise reve¬ 
nues, fiscal policy should not 
discourage faster growth. Un¬ 
fortunately, the memorandum 
regrets, the emphasis alI,aIong 
has been to mobilise additional 
revenues every year to meet 
the Government’s expenditure 
and the need to generate addi¬ 
tional resources has not receiv¬ 
ed due consideration. 

In the opinion of the Cham¬ 
ber, the current year’s budget 
has not given the desired incen¬ 
tives to the corporate sector. 
It has rather introduced some 
disincentives, although the im¬ 
pression is that substantial in¬ 


centives have been provided 
for the growth and expansion 
of production and it is up to 
the industry now to show ade¬ 
quate results. This is not a fair 
assessment of the situation, 
the memorandum observes. 

The capital market has re¬ 
mained stagnant for many 
years now and the Chamber 
regrets that official policies 
discourage the concept of the 
development of the share mar 
ket as a means of expansion 
of the corporate economy. 
Private industry, as a result, 
has been compelled to rely 
more on loans than on equity 
capital. Shares arc not allowed 
to be purchased or sold freely 
and bank advances are not 
available against shares. But 
the memorandum indicates 
that the purchase of shares by 
financial institutions in fact 
generates inflationary pres¬ 
sures. 

Credit to Big Units 

The Reserve Bank of India 
has tentatively accepted five 
major recommendations of the 
Chore Committee on cash- 
credit system for reshaping 
and reforming the existing sys¬ 
tem and has asked commercial 
banks to submit their opinions 
on the feasibility of implement¬ 
ing the recommendations and 
their possible future impact. 

The principal recommenda¬ 
tion of the committee is that 
the bank should forthwith 
switch over to the “second 
method of lending” advocated 
by the Tandon Committee to 
provide working capital to 
large borrowers. Implementa¬ 
tion of this recommendation 
will mean that the large indus¬ 
trial borrowers will have to 
furnish additional funds by 
way of “margin money” to 
secure the same amount of 
cash-credit limit. 

The existing borrowers will 
be required to offer additional 
fund as margin even to main¬ 
tain their present credit limit. 
To alleviate the problems of 
the units, it has been p/oposed 
that the additional margin, to 
begin with, could be offered 
by banks as working capital 
term loans to be repaid by the 
borrowers in course of time. 

The Chore Committee has 


further said that banks shoukt 
decline all requests for “ad hoc ; 
limits" as far as possible, luf 
a bid to introduce financial ; 
discipline in the functioning of 
the large-scale borrowers, the 
committee has suggested intro* 
duclioti of punishment. The 
committee has urged that the 
limits of large borrowers 
should be promptly frozen in 
case of failure of a borrower 
to furnish quarterly operation 
and funds flow statements, 

French Collaboration 

Two French automobile manu¬ 
facturing companies-Renault 
and Peugot-have been asked 
to submit their final technical 
details and terms for a possible 
collaboration for the manu¬ 
facture of a whole range of 
automobiles — heavy duty, 
medium and light commercial 
vehicles, pick-ups and passen¬ 
ger cars-in India in the public 
sector. The firm offers from 
the two companies are expect¬ 
ed to be in hand before the. 
end of this year. Disclosing 
this, the Minister of State for 
Industry, Dr Charanjit 
Chanana* told newsmen in 
New Delhi recently that the 
Renault group had also agreed 
to a buy-back arrangement 
under which it would be lift¬ 
ing the entire production of 
passenger cars from India, 

The Minister, however, 
maintained that he would have 
similar discussions with various 
automobile manufacturers in 
the world before arrivingat 
any decision after making a 
suitable comparison in regard 
to feasibility and the market¬ 
ability. As per the present 
plan, the proposed car project 
in the public sector, he said, 
must be able to manufacture a 
minimum of 100,000 cars per 
annum to ensure adequate cost 
benefits. 

The car project would be 
wholly export-oriented and 
fuel efficiency and cost aspects 
would be taken into conside¬ 
ration before arriving at the 
final decision on collaboration. 

The Minister further dis¬ 
closed that he had opened a 
dialogue with France on the 
transfer of technology in seve¬ 
ral other areas besides cars 
and commercial vehicles. 
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These covered cement and 
paper machinery manufacture, 
electronics and aviation en¬ 
gineering. The western econo¬ 
mics were keen on economic 
participation in India that 
would not only help their 
economies but also lead to 
industrialisation of India, he 
said. 

Indo-Romanian 

Agreement 

Romania has agreed to sup¬ 
ply petroleum products to 
India on a long-term basis. 
An agreement to this effect 
was reached at the fifth meet¬ 
ing of the Indo-Romanian 


Joint Commission for Econo¬ 
mic, Technical and Scientific 
Cooperation at Bucharest. 

In the field of trade, an in¬ 
crease of about 10 per cent 
over tbe current year’s target 
is envisaged and several new 
products have been identified. 
The current areas of economic 
and industrial cooperation 
were given a very definite and 
concrete shape and new areas 
identified at the Bucharest 
meeting. 

The fields in which such co¬ 
operation is envisaged include 
engineering goods, machine 
tools, automotive industry, 
electronics, metallurgical in¬ 
dustry, petroleum, petro¬ 


chemicals, pharmaceuticals, oil 
equipment, agriculture and 
science and technology. 

Two important new features 
of the protocol signed recently 
week are a detailed identifi¬ 
cation of the areas for third 
country cooperation, including 
implementing agencies of both 
sides, and the setting up of a 
mechanism for reviewing pro¬ 
gress periodically and ensuring 
implementation of the deci¬ 
sions taken. 

Export-Import Bank 

The draft bill on the propos¬ 
ed Export-Import Bank fina¬ 
lised by the Department of 
Banking envisages an initial 


share capital of Rs 50 erores, 
which will be expanded t<J 
Rs 400-500 crores, in the 
course of time. It is slated to 
be introduced in Parliament 
by the end of November. The 
Exim Bank, thus, is expected 
to commence functioning at 
the latest by the beginning of 
the next financial year. 

The bank is meant to be a 
big focal point for export pro¬ 
motion and will concentrate 
especially on medium and 
long-term financing. Short¬ 
term financing would continue 
to be done by commercial, 
banks. 

One of the key fcactures of 
the proposed bank will be to 


MRTP RULES, 1970 
FORM HI A 
(See Rule 4A (I)) 
NOTICE 


11 is hereby notified for the information of the public that Kelvina- 
tor of India Ltd., a public company having its Registered Office al 
|9-A, Sham Nath Marg, Delhi-* HXJ54, proposes to make an appli¬ 
cation to the Central Government in the Department of Company 
Affairs, New Delhi, under sub-section (2) of section 23 of the Mono¬ 
polies and Restrictive Trade Practices Act, 196V, for approval of 
the scheme of merger/ainalgamation of Aravalli Svachalit Vahan Ltd., 
having its Registered Office at 1-Mafsya Industrial Area, Alwar, 
Rajasthan with it. 

Brief particulars of the scheme are as under 

(i) Name and address of the applicant undertaking :— 

Kclvinator of India Limited, I9-A, Sham Nath Marg, 
Delhi-110 054. 

(ii) Management structure of undertaking (s) proposed to be mer¬ 
ged/a inalga mated : --- 

Both the Companies are managed by Managing Directors under 
the superintendence of their Boards of Directors. 

(iii) Capital structure of the undertaking proposed to be merged/ 
amalgamated : - 

(a) ke!vims lor of India Limited. 

Vuthorised: 30,00,000 Equity shares Rs 

Rs 10 each 3,00,00,000 

Issued Subscribed and Paid up: 14,70,000 
Equity shares of Rs 10 each 1,47,0(3,000 

The Issued, subscribed and Paid up capital will increase 
to Rs 1,75,00,000 on completion of allotment of shares 
relating to the recent public issue of 2,80,000 equity shares 
of Rs 10/- each of the Company. 

(b) Aravalli Svachalit Vahan Limited : - 

Rs. 

Authorised: 14,00,000 equity shares of 
Rs JO each 1,40,00,000 

60,000, l) ,5redeemable 

cumulative preference shares of Rs. 100 each 60,00,000 


2,00,00,000 


Issued, subscribed and paid-up: 10 lacs equity 
shares of Rs 10 each (less amount of calls 
unpaid Rs 3,51,625/-) 96,48,375 

(iv) Present activities of the Undertaking (s) proposed to be mer¬ 
ged/amalgamated ■ 

Kelvinator of India Limited: Manufacture and sale of Refri¬ 
gerators, Deep Freezers, Compressors, Laminations. Tools, Cash 
Registers and Parts thereof from its factories at 28, NIT, 
Earidabad and 23, Milestone, Mathura Road, Ballabgarh, 
Haryana. 

Aravalli Svachalit Vahan Limited: Manufacture and sale uf 
scooters. This activity continued upto 16-2-1979. 

(v) Reason 1 - in brief, for the proposed merger/amaIgamation: 
Aravalli Svachalit Vahan Limited has ceased to be financially 


viable and its activities have suffered a set-back resulting in 
lay off cf workmen and suspension? of its business. The reasons 
for the set-back in their business are defective design, lower 
turnover, quality problems and insufficient sales and after sales 
service. The amalgamation will help the revival and rehabilita¬ 
tion of the sick scooter unit thereby generally serving the lar¬ 
ger public interest in providing employment and utilisation of 
the presently idle installed capacity in the scooter unit in the 
industrially backward area uf Rajasthan. f 

Tt will also provide gainful direct employment to over 1500 
persons including the workmen laid off and who are presen¬ 
tly without any job opportunities. 

(vi) Details of the exchange ratio/consideration proposed for sharehol¬ 
ders/creditors etc., of the amalgamated/merged Undertaking:-~ 
The equity shares of Aravalli Svachalit Vahan Limited (ASVL) 
will be paid for at par value as under: 

Rs 0.50 Paise per share to be paid for by way of ex¬ 
change of shares of Kclvinator of India Limited (KOI), 
The value of ROI’s shares will be taken al Rs 20/- and 
for 40 equity shares of ASVL one squity share of KOI 
will be issued. The balance amount of Rs 9.50 per share 
will be repaid to the shareholders in 10 equal annual 
instalments of 95 paise per year commencing from 6 to 
15th year from the effective date of amalgamation. The 
secured creditors of ASVL wijl be given additional security 
of existing assets ot KOI to the extent of Rs J50 lacs. 
The scheme envisages waiver of interest outstanding upto 
30-6-1980 and moratorium on the payment of principal 
amount and interest from 1-7-1980 for a period of 3 
years and the same will be paid at simple document 
- rate of interest, in 7 equal annual instalments starting 

from 1-7-1983. The above terms of payment of loan will 
also be applicable to unsecured loans advanced by Rajas¬ 
than State Industrial Development and Investment Cor¬ 
poration Limited to ASVL. 

The unsecured creditors including depositors, loan hol¬ 
ders and trade creditors, namely suppliers of goods will 
be repaid their dues as on 30-6-1980 without interest after 
the effective date of amalgamation within one year from 
the time such dues are established bv the unsecured credi¬ 
tors, 

Any person interested in the matter may make a representa¬ 
tion to the Secretary, Department of Company Affairs, Govern¬ 
ment of India, Shastri Bhawan, New Delhi-110 001, within 14 
davs from the date of Publication of this Notice intimating 
his views on the proposal and indicating the nature of his 
interest therein. 

By Order of the Board of Directors 
of Kclvinator of India Ltd., 

Sdl - 

(F.P. DARUWALA) 

Dated : This day of 25th October, 1980 . Secretary 
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* have an up-to-date counselling 
\and information centre for ex¬ 
port and import to cater not 
only for the needs of Indian 
entrepreneurs but also for 
those of foreign interest in¬ 
tending to do business in 
India. Another important fe¬ 
ature of the bank will be to 
undertake the financing £of 
project exports. The bank 
might as well be assigned the 
task of reducing paper work 
by (facilitating Governmental 
clearance for export purposes. 
It would have regional offices 
as also offices abroad at some 
important centres. 

^Engineering Exports 
to East Africa 

The Engineering Export Pro¬ 
motion Council (EEPC) has 
fixed the export target for East 
African countries during the 
next five years. While the tar¬ 
get for 1980-81 has been set at 
Rs 88 crorcs, exports are en¬ 
visaged to be stepped up to 
Rs214crores in 1984-85. 

East Africa, comprising 15 
countries, with an approximate 
population of 110 millions of¬ 
fers a highly potential market 
for Indian engineering goods 
and services. The total imports 
of engineering goods by these 
countries at present are around 
Rs 2,000 crores. Exports of 
Indian engineering goods 
amount to only Rs 70 crores, 
constituting about three per 
cent of the total imports of 
East Africa. The African 
countries have decided to work 
out a long-term development 
strategy up to 2000 AD so 
that their industrial output ac¬ 
counts for two per cent of 
world's industrial production. 
This may generate colossal in¬ 
dustrial development activities 
in Africa. There countries arc 
receiving aid from internation¬ 
al financial agencies and the 
Arab Development Bank, De¬ 
sides the developed countries. 

The fields which have been 
identified in their short-term 
strategy up to 1985 and mid¬ 
term strategy up to 1990, give 
India a good scope to export 
a variety of high valued engi¬ 
neering goods. The medium- 
term strategy aims at creating 
a solid base for self-sustained 
industralisation, development 


of human sources* production 
of agricultural inputs and de¬ 
velopment of basic and con¬ 
sumer goods industries. 

A closer analysis of the 
economies of the East African 
countries reveals that high 
prospects are there for a wide 
range of engineering goods. 
They include wagons and coa¬ 


ches. locomotives, truck ma 
terials, commercial vehicles, 
power generation equipment, 
transmission line towers and 
other electrical equipment, in¬ 
cluding motors, 

India can export to these 
countries industrial plants and 
machinery, other capital equip¬ 
ments and consumer durables. 


What Indianeeds to increase 
exports to these countries!*" 
better marketing effort. 

Contracts Registration 
Scheme Relexed 

The scheme for registration) 
of contracts for protection inj 
this year’s (1980-81) export.! 
policy has been considerably 



Get away from it alt. 

From the bustle of city life. 

The compulsions of the 9 to 5 routine. 
The facades of conformity. 

Come to Hotel Belair, 

8 short 12km. drive from Trivandrum 
airport. It's just the place for you. 
Tucked away discreetly in palm groves 
and spreading over 12 acres of 
beautifully landscaped garden. 
Come here to drink in the heady 
beauty of Kerala. Be yourself. 

Just be... 

Enjoy the facilities of this exclusive 
resort hotel. 24-hour service, two 
swimming pools, tennis court, 
club house, massage Centre, indoor 
end outdoor restaurants, playground 
for children, dance ffoor witn live 
music in season... 

Make p quick get-away to the perfect 
hide-away. To Hotel Beleir. 

The perfect 
de-away 


HOTEL 

B'Em.m 


Agricultural College Road,Vellayani P.O. Trivandrum * India 
Phone: 3402. 3403, 3487, 584-10, 584-38 
Telex: 884-230 ACBI,Gram: ACBEE, TRIVANDRUM. 
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Tctaitci these 

now be protected against any 

increase or decrease in cash 

aid rates, if there is m clause 

covering variation in delivery 

schedules. 

Supplies against such con* 
tracts can be made even after 
the expiry of the original deli¬ 
very schedule. Protection will 
be given to contracts conclud¬ 
ed before May I, 1979, accord¬ 
ing to instructions issued to 
export promotion councils, 
commodity boards and licens¬ 
ing authorities. 

Under sub-para 2 of para 
7 of this year’s policy, the 
benefits of the registration 
scheme were to be made avail¬ 
able to exporters only if the 
extensions in delivery schedu¬ 
les were mutually agreed to by 
the exporters and the buyers. 
The extentions had to be noti¬ 
fied to the concerned bank 
within 45 days from the date 
of the buyer’s acceptance. 

The earlier, policy did not 
contain this provision. Hence 
the liberalisation has been effe¬ 
cted for the first time. The 
contracts registered under the 
scheme are protected against 
any increase or decrease in 
cash aid rates, if there is a 
specific variation clause in 
them covering changes in ma¬ 
terial or labour costs. This 
protection will be available re¬ 
trospectively from November 
5, 1979. 

Ceramics Exports 

India will be able to bag 
orders valued at more than 
Rs 500 million for export of 
, ceramics alone from the Unit¬ 
ed States and Canada if the 
exhorbitant freight rates arc 
reduced. This was stated in 
New Delhi recently by Mr 
Robert Howard, President of 
Howmill International Inc, 
New York, who has been 
recently appointed consultant 
to the Union Government by 
the International Trade Centre, 
Geneva, to analyse, diagnose 
and help remedy the problems 
of Indian ceramics industry 
so that export potential can 
be maximised. He told news¬ 
men that an ‘‘understandably 
high bundcrage” charged at 
Bombay port and the high 
cost of packing ceramic arti- 


cfes were "tite ; audit deterrents 
to enhancing India’s exports 
of these items. A leading 
ceramics manufacturer could 
not accept a million dollar 
order from America just 
because of these two cons¬ 
traint^. It was strange that 
while the Government spent a 
lot of money on building the 
Kandla port, it still lacked 
such essential facilities like 
telephones, telex and moto- 
rable roads, he said. 

Jewel Venture Abroad 
by Chandigarh Firm 

The United Group of Com¬ 
panies, Chandigarh, has enter¬ 
ed into an agreement with 
some foreign firms to set up a 
watch jewel factory in Bang¬ 
kok, This would be first joint 
venture of an Indian company 
to set up a jewel making fac¬ 
tory outside the country. 

Tea Exports 

India will be able to ship 
230 million kgs of ica during 
the current financial year if 
the situation in the Calcutta 
port continues to be normal. 
Stating this, Mr Pranab 
Mukherjee, the Union Com¬ 
merce Minister, told pressmen 
in Calcutta recently that he 
was happy at the larger quan¬ 
tity of leu exports during the 
first nine months of the cur¬ 
rent year. According to the 
figures supplied by the Tea 
Board, Mr Mukherjee said, 
tea export licences to the tune 
of 135 million kgs had been 
issued till October 15 this year, 
as against 115 million kgs 
during the same period last 
year. 

Mr Mukherjee was of the 
view that the disturbed condi¬ 
tions in the Calcutta port 
during the month of Septem¬ 
ber last might have caused 
slump in exports of tea from 
India. He said many foreign 
buyers had complained of 
inconveniences in lifting tea in 
time due to troubles affecting 
port operation. He said the 
Centre was keeping a close 
watch on the performance of 
Calcutta port as bulk of tea 
was exported through this 
port. 

Mr Mukherjee called upon 
the producers of tea to increase # 


w vblurie of their iSpmf**' 
that they coaid compete with 
the other tea exporting coun* 
tries. The demand for tea in 
the world market, he said, had 
continued to grow. 

Garment Exports 

The Apparel Export Pro¬ 
motion Council (AEPC) will 
receive applications for con¬ 
tract reservation of garment 
export quota for January- 
April, 1981, from November 
15 this year. An earlier noti¬ 
fication issued recently had 
fixed October 31 as the date 
for receipt of such application. 

Spices Exports 

The State Trading Corpo¬ 
ration (STO) will export spices 
valued at Rs 4 crores to Saudi 
Arabia. A contract to this 
effect was signed recently. The 
The export order includes 
black pepper, cardamom and 
chillies, Enquiries arc also on 
from Algeria, which normally 
purchases a large quantity of 
cumins :cd apjrt from other 
spices. However, no order has 
yet materialised so far. The 
officials of the STC optimistic¬ 
ally feel that the current year’s 
export orders will far exceed 
those of last year. Exports in 
1979-80 touched Rs 11.30 
crores. The turget for 1980-81 
has been set at Rs 15 crores. 

Currency Adjustment 
Factor Amended 

The Karmahom conference, 
covering the trade between 
India - Pakistan - Bangladesh 
and Europe, has amended the 
currency adjustment factor 
in respect of continent west¬ 
bound cargo to 34.50 per cent. 
Thjs became effective from 
October 27. 

Credit for Gur, 
Khandsari 

The Reserve Bank of India 
has increased the minimum 
margins for advances from 50 
to 65 per cent for credit to gur 
and khandsari manufacturers. 
The margins for advances 
against gur and khandsari have 
been increased due to the con¬ 
tinued rise in prices of these 
commodities. The minimum 
margins for advances have been 


Mini from ■ perf»at 

for crodft to other parties. The 
minimum margins for ad* 
vanoes against warehouse re¬ 
ceipts issued by the Central 
and State Warehousing Cor- 
rations and rural godowns 
s been raised from 45 to 55 
per cent. 

Excise on Khandsari 
Up 

The Union Government has 
revised the excise duty on 
khandsari with effect from 
October 22. The concessional 
rates of duty applicable to 


New India Sugar Mills 
Limited 

Notice 

Notice is hereby given that the 
Forty-si *ah Annual General Meet¬ 
ing of New India Sugar Mills 
Limifcd will be held on Monday, 
the lOih November, 1980 al 3.TO 
P.M. at 9/1, R.N. Mukherjee 
Road, Calcmta-1, for the following 
purposes : 

1. To receive and consider the 
Report of the Directors and 
to adopt the Audited Accounts 
of the Company for the * 
year ended 30th June, 1980. 

2. To declare dividends 

3. To elect Directors in place 
of Shri G.N. Khaitan, Shri 
AC. Law and Shri S.R.Biyani 
who retire by rotation and 
being eligible offer themselves 
for re-electicn. 

4. To appoint Auditors and fix 
theii remuneration. 

By Order of the Board 
R.N.BAGARIA 
Secretary 

9/1 R.N. Mukherjee Road, 
Calcutta-!, the 9th, October 1990. 


Notes: 

1. A member entitled to attend 
and vole at the meeting is 
entitled to appoint a proxy 
to attend and vote instead 
of himself and the proxy need 
not be a member. 

2. The Register of members 

of the Company will remain 
closed from the 28th October, 
1980 to the 10th November, 
1980 both days inclusive. 

3. Members are requested to 

notify immediately any change 
in their address to the Com¬ 
pany. 

4. Declaration in Form 
under Income-Tax Rides, 
1%2 read with Section 194 
of the Income Tax Act, 1961 
to be effective must reach 
the Company on or before v 
31st October, 1980. 
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khandsari units working under 
\tbe normal procedure have 
tolso been withdrawn. The 
additional duty ranges between 
Rs 950 and Rs 2,450 in the 
case of units working with the 
aid of sulphitation plant and 
Rs 510 and Rs 1,210 in the 
case of those working without 
a sulphitation plant. 

KSIDC Gwalior 
Rayon Tio-up 

The Kerala State Industrial 
Development Corporation 
(KSIDC) has entered into a 
promotional agreement with 
fGwalior Rayon for setting up 
a joint sector asbestos ce¬ 
ment sheet manufacturing 
unit in Kerala. The project, 
estimated to cost R$ 340 lakhs, 
including a State investment 
subsidy of Rs 10 lakhs, is ex¬ 
pected to be completed by the 
middle of 1982. 

Gwalior Rayon's 
Indonesian Venture 

A big consortium of over- 
. seas banks has signed a Euro- 
^ dollar loan pact to provide $35 
million for the joint venture 
which Gwalior Rayon Silk 
Mfg. (Wvg) Company Ltd, 
is setting up in Indonesia 
to produce daily 45 tonnes of 
viscose staple fibre (16,425 
tonnes per annum) and 27 
tonnes of anhydrous sodium 
sulphate (9,855 tonnes per 
annum). 

PF Trustees' Decisions 

The Employees’ Provident 
Fund Organisation will intro¬ 
duce pass books on an experi- 
* mental basis for PF subscribers 
in Delhi, Gujarat and Madhya 
Pradesh. This decision, taken 
at a recent meeting of the 
Central Board of Trustees of 
Provident Fund in New Delhi, 
will cover seven million subs¬ 
cribers. The details of the 
scheme are expected to be 
worked out soon in consulta¬ 
tion with the regional provi¬ 
dent fund committees 

The meeting of the Board 
of Trustees also decided that 
the PF scheme should be ex¬ 
tended to the building and 
iconstruction industry with 
/effect from October 31. All 
establishments in this industry 


employing 20 persons or more 
will be covered by this scheme. 

Another major recommen¬ 
dation of the Board was that 
the benefits to members under 
the family insurance schemes 
should be liberalised. It was 
felr that the present benefits 
under these two schemes were 
too little compared to the con¬ 
tributions received. 

On the measures to increase 
efficiency of service to subs¬ 
cribers, it was decided that 
sub-regional offices of the 
Board should be opened within 
the current financial year at 
Cochin, Baroda and Ludhiana. 

Bank Nationalisation 

The Union Finance Minister, 
Mr R. Venkataraman, has 
said that the Government had 
no intention of nationalising 
the entire banking industry. De¬ 
livering his presidential address 
at the concluding session of the 
golden jubilee celebration of a 
commercial bank in Trichur or» 
October 19, he observed that 
the private sector banking 
also had a role to play in 
the industrial and economic 
development of the country, 
though 90 per cent of the total 
bank deposits were accounted 
for by the Government sector 
banks. In the case of foreign 
banks, Mr Venkataraman said 
they were permitted to func¬ 
tion in India on reciprocal 
basis. It would not be advis¬ 
able to break this system. 

Imported Coking Coal 
Allocation 


therefote, these plants had 
been using the costly imported 
coal for producing pig iron. 
Under the new distribution 
programme, only the Bhilai 
and Rourkela steel plants will 
receive imported coke. 

Utilising Kudremukh 
Iron Ore 

Romania has offered to 
build an integrated steel plant 
in India with Kudremukh iron 
ore. This was revealed by 
Mr Pranab Mukherjce, the 
Union Commerce Minister, in 
Bombay recently before leaving 
for Bucherest for bilateral 
talks. Mr Mukhcrjee said the 
Government was interested in 
the proposal since it wanted 
to utilise the Kudremukh iron 
ore. 


SAIL's Stockyard 
Policy 

The Sicel Authority of India 
has drawn up a blueprint for 
the modernisation and deve¬ 
lopment of its stockyards in 
consultation with MECON. 
The scheme will be implement¬ 
ed by SAIL m stages, depend¬ 
ing on the availability of 
funds. This was indicated by 
SAIL officials during a recent 
meeting with a delegation of 
the Association of Indian 
Engineering Industry (Nor¬ 
thern Region). The AIEI 
delegation had urged alloca¬ 
tion of resources for the 
modernisation of stockyard 
facilities to enable efficient 
handling of iron and steel 
materials. 


and now 
it is 8% 

Ths 15*year 

Public Provident Fund Scheme win tern you 
•% p.a. Compound Interest during 1980-81. 

This Unique Scheme which is ideal for the Self- 
employed as also the Salaried hat the following 
Special features: 



Investments in a year range from Rs. 100 
to Rs. 30,000. 

Interest is free of Income-Tax. 
Investment is free of Wealth Tax. 


Imported coking coal will 
henceforth be made available 
to only those steel plants 
which do not suffer from con¬ 
straints other than inadequate 
supplies from indigenous 
sources and which can produce 
saleable steel. The new dis¬ 
tribution strategy has been 
adopted by the Steel Authority 
of India Ltd, with a view to 
putting the imported coke to 
the best use. Hitherto, all 
steel plants used to get a fair 
share of the imported quality. 
But thanks to severe power 
shortages, some of the plants 
were in no position to produce 
saleable steel. Inevitably, 


■ Deposits qualify for rebate along with LIC« 


C.T.D. deposits, etc. 

■ Balance is not attachable by a Court decree. 



Open your account to-day at any Head 
Post Office or any branch of the State 
Bank of India and its subsidiaries. 



NATIONAL SAVINGS ORGANISATION 
(GOVERNMENT OF INDIA) 

POST BOX NO. 06, NAGPUR-440001 
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Readers' Roundtable 

Need for Amity 


Dear Mr Aiyar, 

Please refer to your column 
4 Dry Thoughts’ in the Eastern 
Economist of October 3, 1980. 

I am very sorry to find 
that in your article you have 
repeated some of the patently 
false allegations against the 
Muslims of Moradabad, to 
support your argument against 
the vilification of the RSS by 
, Mrs Gandhi* 

There is no evidence at all 
that the Muslims at the mos¬ 
que (perhaps you mean the 
Idgah) were at all armed, far 
less ‘armed to the teeth’. 

It is not a fact that a single 
policeman was killed on the 
spot—you mention half a 
dozen. The Government Sha- 
heed outpost incident in which 
three policemen are reported 
to have lost their lives happen* 
ed much after the fdgah mas¬ 
sacre. At the Idgah only 16 
policemen received brickbat 
Injuries severe enough to 
require hospitalisation before 
. firing began. 

It is not a fact that militant 
Muslims organised black flag 
marches in a dozen cities. 
Would you please name them? 

It is not a fact that thou¬ 
sands of bombs and firearms 
were discovered in Muslim 
localities, f do not know the 
number of bombs but as for 
firearms only 200 odd were 
seized in Moradabad and they 
include those seized from 
Hindu homes. 

It is not a fact that Muslims 
indulged in rioting' loot and 
arson all over North India. 
Neither did the Hindus. Killing, 
looting and burning—I may 
add beating--was all by the 
PAC and the victims were 
Muslims. In some cases PAC 
took along some Hindu anti¬ 
social elements to give it a 
communal riot colour. Do you 
know that most firings by PAC 


took place in Muslim mohallas 
and the casualties in such 
firings were almost exclusively 
suffered by Muslims? At least 
90 per cent of the houses and 
shops looted and burnt belong 
to Muslims. 

Yes, there was a spontane¬ 
ous reaction to the massacre. 
That is natural, but the 
reaction was not against the 
Hindu community but against 
the police and the administra¬ 
tion which have forfeited the 
confidence of the Muslim 
community, and specially 
against the PAC which the Mus¬ 
lim community justifiably re¬ 
gards as hostile and communal. 

I have, as you know, great 
regard for you as a journalist. 
J do not think you are well- 
informed on this situation. 1 
appreciate your reaction 
against Mrs Gandhi’s irres¬ 
ponsible statements but please 
be just to the victims. 

Yours etc, 
Shahabuddin (MP) 

JANATA PARTY 
Sardar Patel Bhawan 
7, Jantar Mantar Road, 

New Delhi-110001 


The Editor’s Reply 

Dear Mr Shahabuddin, 

I have followed with inte¬ 
rest the scries of articles you 
have written in the press on 
the riots in Moradabad and 
elsewhere. Your version of 
what happened differs signi¬ 
ficantly from other newspaper 
reports. I have no doubt that 
in some respects your version 
is the more authentic—for 
instance, it is now clear that 
the number of firearms at 
large in Moradabad is much 
less than earlier made out' 
(though the bombs discovered 


in that city &nd others mo 
into thousands)* But in other 
respects your version is so 
amazing that you run the risk 
of losing all credibility* 

You say I am not well in¬ 
formed. That may be so— 
there are so many conflicting 
reports that it is difficult to 
always spot the truth. But 
when you specify that there 
was absolutely no looting, 
killing or burning by either 
Hindus or Muslims, you cease 
to be a credible commentator. 
There are any number of 
newspaper accounts of com¬ 
munal slaughter, particularly 
at the hamlets of Dhaka and 
Ramtalayya. To pretend that 
it was all the work of the PAC 
and a few bad characters is 
absurd. No doubt the PAC 
is full of communal elements, 
but this is simply because the 
police are recruited from a 
general population which is 
itself highly communal. It is a 
well established fact that the 
vast majority of victims in any 
communal riots (including 
those at Moradabad) arc Mus¬ 
lims, but this does not mean 
that Muslims have never ini¬ 
tiated trouble themselves. 
Both Hindus and Muslims are 
highly communal in India. 
The real tragedy is that in 
recent years communal extre¬ 
mists on both sides (particular¬ 
ly Muslims) have acquired un¬ 
precedented political clout. 
The practice of constant 
political interference in the 
administration and frequent 
transfers has added to the 
power of communal elements 
in every district, not just 
Moradabad. The ptobleui 
will not be solved by pretend¬ 
ing* that one merely has to 
substitute the PAC by some 
other force. The answer lies 
in locking up the communal- 
ists on both sides, be they 
MLAs or religious heads, and 
giving full backing to mode¬ 
rates* Only through the 
political and social isolation 
of the communalists can there 
be any respite from riots. You 
find it ‘‘natural” that the 
trouble at Moradabad should 
have led to Muslim demons¬ 
trations in a dozen othei 
cities. Do you also find it 
unnatural that there was never 


numerable past examples of. 
Muslims being killed in one' 
town or another? There can be 
no mistaking the new aggres¬ 
sive posture of certain Mus¬ 
lims. And this can only wor¬ 
sen the aggressive instincts of 
certain Hindus. 1 appreciate 
your desire to spread Hindu* 
Muslim amity. But we must 
compaign against communal¬ 
ists on both sides, not pretend 
that they do not exist. 

Yours etc, 
Swaminathan S. Aiyar 


suchrcbain 


Bharat Sugar Mills 
Limited 

Notice 

Notice is hereby given that the 
Forty-ninth Annual General Meet¬ 
ing of Bharat Sugar Mills Limi¬ 
ted will he held on Monday, the 
10th November, 1980 at 3.00 
P.M. at 9/1 R.N. Mukhcrjee 
Road, Calcutta-1 for the follow¬ 
ing purposes : 

1. To receive and consider the 
Report of the Directors and 
to adopt the Audited Accounts 
of the Company for the year 
ended 30th June, 1980. 

2. To declare dividends. 

3. To elect Directors in place 
of Shri A.P. Bhuwalka and 
Shri O.P. Adykia who retire 
by rotation and being eligi¬ 
ble offer themselves for re- 
election. 

4. To appoint Auditors and fix 
their remuneration. 

By Order of the Board 
B.N. HAMIRWASIA 
Secretary. 

9/1 R.N. Mukherjee Road. 
Calcutta-1, the 9th October, 1980. 


Notes : 

1. A member entitled to attend 
and vote at the meeting is 
entitled to appoint a proxy 
to attend and vote instead of 
himself and the proxy need not 
be a member. 

2. The Register of Members of 
the Company will remain 
closed from the 28th October, 
J980 to the )0th November, 
1980, both days inclusive. 

3. Members are requested to 
notify immediately any change 
in their address to the Com¬ 
pany. 

4. Declarations in Form 
under Income-Tax Rules 1962 
read with Section 164 of the 
Income Tax Act, 1961 to be 
effective must reach the Com¬ 
pany on or before 31st Octo- „ 
her, 1980. 
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COMPANY 

AFFAIRS 


TELCO Bonds 

The Tata Engineering and 
Locomotive Company 

LTELCO), which floated the 
public bond issue worth 
Rs 24.1 crores has reason to 
be satisfied. The issue was 
fully subscribed on the first 
day and total subscriptions 
came to 5.5 times the amount 
being sought to be raised. 
TELCO has raised a total of 
Rs 130 crores to finance its 
expansion programme in the 
manufacture of trucks. The 
company is presently produc¬ 
ing 36,000 trucks per year and 
intends to produce 56,000. 

. A significant feature of this 
/bond issue is that the company 
collected nearly Rs 10 crores 
from non-resident Indians. 
TELCO also became the first 
Indian company to file its 
prospects in Britain which 
officially enabled it to mobi¬ 
lise subscriptions there. 

The first half of the year 
has been very good for the 
company. During April-Sep- 
tember the company's total 
sales were Rs 214 crores re¬ 
presenting an increase of J J .6 
per cent over the correspond¬ 
ing period last year. Of this 
, total export sales amounted to 
Rs 20.41 crores against 
Rs 12.64 crores last year. 

Indian Hotels Co Ltd 

The Indian Hotels Company 
Limited of the Tata group 
proposes to incorporate a new 
company to be called Taj 
International Limited, outside 
India, as a subsidiary of the 
Indian company. The new 
company will seek to under¬ 
take consultancy assignments, 
own and operate hotels, 
faotels, resorts, restaurants, 
casinos, inns, apartments, 
flight kitchens and fast food 


outlets. It will also seek to 
operate airlines charters, pur¬ 
chase, lease, improve and 
develop real estate and make 
investments in any company 
or in assets outside India. The 
company will also Undertake 
any other business ancillary to 
or related to the above. 

The proposed paid up capi¬ 
tal of Taj International Limit¬ 
ed would he upto, to start 
with, £ 200,000 (approximate¬ 
ly equivalent to Rs 36 lakhs). 

Tube Investments' Interim 

Tube Investment of India 
Limited have announced an 
interim dividend of seven per 
cent for the current year. 
According to a press release 
sales have improved marginal¬ 
ly over the corresponding 
nine months of Iasi year. 

Glaxo Laboratories 
to Set-up Newj.Plant 

The Glaxo Laboratories 
have requested permission to 
establish a plant at Anklesh- 
war for the manufacture of 
nine bulk drugs. The drugs 
proposed to be manufactured 
arc: Sotalol hydrochloride 

(2325 kg), Icvamisole (1,380 
kg), norethisterone (270 kg), 
pentazocine hydrochloride/ 
lactate (1,375 kg), furazolidone 
(6,585 kg), diphenoxylate hy¬ 
drochloride (570 kg), chlor¬ 
pheniramine maleate (1,935 
kg), ibuprofen (17,400 kg), 
and dequalinium chloride (J00 
kg). 

The project is estimated to 
cost Rs 4 crores. The company 
has also applied for permis¬ 
sion to manufacture formu¬ 
lations for these bulk drugs. 

Earlier on October 20 the 
company signed a four-year 
agreement with its Thane and 
Worli workers which will 


tfmkln in force till June 30, 
198$. The agreement is with 
retrospective effect from July 
J/J979.. 

PISCO Interim 

The Directors of Peico 
Electronics and Electricals 
Ltd, have declared an interim 
dividend of 80 paise per share, 
subject to deduction of tax, 
for the year 1980. The interim 
dividend will be paid pro-rata 
in respect of 704,000 equity 
shares allotted during the 
year. The total interim divi¬ 
dend will amount to Rs 14.2 
million oil the paid-up share 
capital of Rs 180 million. 

Madura Coats Maintains 

Madura Coats have applied 
for letters of intent for the 
manufacture of nylon filament 
yarn and also for the manu* 
facture of X-ray machines. 

The company recently com¬ 
pleted a major part of its first 
phase of modernisation. 
During the year it spent Rs 7.7 
crores on this programme. It 
is now ready to take up the 
second phase which will cost 
about Rs 12 crores. The com¬ 
pany expects to spend Rs7 
crores during the current year. 

In view of the excellent 
turnover the board recom¬ 
mended an unchanged divi¬ 
dend of 15 per cent for the 
year plus a five per cent spe¬ 
cial centenary dividend to 
commemorate the jubilee, 

Rajasthan Syntex 
to Enter Market 

Shree Rajasthan Syntex, a 
company promoted by a group 
of Rajasthan State Industrial 
Development and Investment 
Corporation and technocrats, 
is entering the capital market 
on November 10, 1980 with a 
public issue of 800,000 
equity shares of Rs 10 each at 
par. The proceds of the issue 
will meet a part of the cost of 
setting up a spinning mill in 
Dungarpuu, a backward .region 
of Rajasthan. 

The mill will have a register¬ 
ed capacity of 25,000 spindles 
and an initial installed capa¬ 
city of 13,680 spindles for the 


manufacture of polyesUr/vS#^: 
cose blended yarn and acrylic i 
and viscose staple yarn in. 
various counts and blends. 

The project cost, estimated 
at Rs 474 lakh, is to be met by 
an equity capital of Rs 163 
lakhs, term loans from 1DBI,. 
ICICI and IFC'I of Rs2!97 
lakhs and state cash subsidy of - 
Rs 15 lakhs. 

-According to Mr V.K. Ladia, 
Managing Director, the 
company has been promoted 
in the joint sector by the 
Rajasthan State Industrial 
Development and Investment 
Corporation Ltd and three 
technocrats, Mr Ladia, Mr 
Satish Chandra Agarwal and 
Mr Sampat Raj Jain. 

According to Mr Ladia, the 
construction of the buildings is 
in an advanced stage, the 
orders for the entire plant and 
machinery have been placed. 
The machinery has started ar¬ 
riving at the site and the erec¬ 
tion work is progressing well. 
The trial runs are planned in 
stages from December 1980 
and commercial production 
shortly thereafter, By the end of 
December 1981. the company’s 
turnover is expected to be 
around R$ 7.5 crores and by 
the end of pecember, 1982, the 
spindle capacity is expected to 
be 18,000 with the turnover 
reaching Rs 15 crores. 

Rising Trend 

Mr Ladia says the demand 
for man-made fibres has shown 
a consistently rising trend in 
the country because of a 
number of advantages that 
man-made fibre enjoys over 
natural fibres. An official 
committee has estimated that 
against the production of 151 
million kg of blended yarn in 
1978, the demand by 1982-83 
will go up lo 238 million kg. 

Also on account of the in¬ 
creasing popularity of knitted 
garments, the demand for ac¬ 
rylic fibres is increasing ra¬ 
pidly, the main markets being 
Delhi and Ludhiana. Thus, 
the marketing of the com¬ 
pany’s products of approxi¬ 
mately one million kg poses 
no problem. 

As the company’s factory is 
located in a tribal area, the 
State Government has offered 
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to bear 50 per cent of the la¬ 
bour cost of the company dur¬ 
ing the first year of its opera¬ 
tions and plans are also afoot 
for providing housing to the 
workers through a subsidy 
provided by the various autho* 
rities. The company is ex¬ 
pected to employ 500 people 
during the first year of its 
operations and 650 in the 
second year. 

Greaves Cotton 

The directors of Greaves 
Cdtton and Co Ltd, Bombay, 
have proposed to step up the 
equity dividend from 13 per 
cent to 15 per cent for the year 
ended June 1980, which will 
absorb Rs 63.79 lakhs. 

The turnover increased from 
Rs 7064 lakhs to Rs 7484 
lakhs, and the profit before 
tax from Rs 307 lakhs to 
Rs 336 Jakhs. Provisions arc 
Rs 172 lakh (Rs 158 Jakhs) for 
taxation, Rs 1.82 lakhs (Rs 2 
lakhsj for investment allow¬ 
ance reserve, Rs 91.50 lakhs 
(Rs 40.12 lakhs) for general 
reserve. The company's sub¬ 
sidiaries have made substantial 
improvement in turnover and 
profits. The company's tool 
division has made substantial 
contribution. The light engi¬ 


neering division and rock bit 
manufacturing plant at Nasik 
were closed for about six 
months due to labour trouble. 
Production is at present satis¬ 
factory. 

The management intends to 
implement the phase two of 
the project, the manufacture of 
cones and other components, 
with the approximate outlay 
of Rs 1 crore. Sales and fresh 
orders in the first quarter of 
the current year have been 
very satisfactory. 

Reliance Textile Industries 

Reliance Textile Industries 
plans to step up production of 
worsted suitings form Rs 30 
crores a year to Rs 50 crores a 
year in 1981. The woisted 
fabrics would form nearly 
one-sixth of the sales target of 
Rs 300 crorc in 1081. 

According to company sour¬ 
ces, (he comp .ny plans to in- 
stal 154 Sulzer looms, a large 
number of which will be utilis¬ 
ed for producing worsted fab¬ 
rics. The installation of 
these looms is a part of the 
company's replacement, mo¬ 
dernisation and explansion 
programme involving a capital 
outlay of Rs 31.88 crores. 


For meeting a part of the 
outlay, the company has offer¬ 
ed convertible bonds to the 
tune of Rs J0.80 crores on a 
rights basis. Jn unofficial de¬ 
als, these bonds are command¬ 
ing a substantial premium. 

Higher Turnover by 
Kolhari (Madras) 

Kothari (Madras) Limited is 
doing very well. The board 
of directors have recommen¬ 
ded a dividend of 20 per cent 
on the equity capital ond have 
maintained a dividend of 9.3 
cent on preference share capi¬ 
tal. The profit before interest 
and depreciation shot up by 
98 per cent over the previous 
year while turnover registered 
an increase of 33 per cent. 

Gross profit for the year en¬ 
ded June 1980 increased by 
Rs 4.4 crores to Rs 8.97 crores 
against Rs 4.53 crores for the 
previous year. Turnover in¬ 
creased to Rs 44,08 crores 
from Rs 33.12 crores 

The company expects the 
turnover of 1980-81 to be 
Rs 51 crores and gross profit 
before interest to be about 
Rs 10 crores. 

The improved performance 
can be attributed to the full 


yearoi vorkingof the chemi¬ 
cals division as well as the imy 
proved profitability in the tex¬ 
tile division. On the other 
hand profitability of the plan¬ 
tation division decreased due 
to depressed demand and un- 
remunerative prices. 

Although textile production 
was affected by labour-unrest 
and severe power-cut, the divi¬ 
sion has shown a considerably 
improved performance. About 
75 per cent of the Rs 300 lakhs 
modernisation programme has 
been completed and the imple¬ 
mentation of the balance would 
be completed soon. 


The production of fertilizers 
was marginally lower mainly 
because of power-cut in the 
latter half of the year. How¬ 
ever, the turnover has gone up 
mainly due to increase tn sales 
of fertilizer mixtures and the 
price increase effected by the 
Government. 


The operation of the chemi¬ 
cals division was severely affec¬ 
ted due to power-cut, resulting 
in only 77 per cent of the ins¬ 
talled capacity being utilised. 
Despite lower-production, pro¬ 
fitability of the division was 
maintained due to strict con¬ 
trol on cost and good demand 
for the product. 


IBU Opens Business in Hong Kong I 


tBl 1 (consisting or the first letter of each of 
the three Hanks in Hie consortium, namely 
Indian Bank, Rank of Raroda and Union 
Bank of India) International Finance Limited 
opened for business on October 23. 1980 in 
Hongkong. This is the first Indian financial 
joint venture with three nationalised hanks in 
a consortium establishing a subsidiary finan¬ 
cial institution abroad, namely a Deposit 
Taking Company fDTC) in Hongkong. Iheir 
contribution to its paid-up capital of UK $30 
million (US $7.07 million or Rs. 4.87 crores) 
is equally shared by the three hanks. The 
staffing of the DTC by the three banks is also 
on the basis of equality. 

A 

As on December 31. 1979. the combined 
paid-up capital and reserves of the three banks 
amounted to Rs 315 million (about l : S $40 
million). 'Iheir total deposits were Rs 46.1 
billion (US $ 5 - 8 . billion) and advances Rs 27.3 
billion (US S3.5. billion). Their total working 
funds (total liabilities less contra entries) 
were of the order of Rs M> billion (US $6.3 
billion). The combined branch network of the 
three banks in India as at the end of 1979 was 
33]0 and in foreign countries 57. Union Rank 
oflndia has at present.no brunch abroad, while 
Indian Bank has two branches, one in Colo- 

V------ 


mho (in addition to a foreign currency banking 
unit) and the other in Singapore, rn addition, 
it operates a management agreement contract 
with P.T. Bank Rama. Indonesia. Of fhc three, 
it is Bunk of Raroda which has 55 foreign 
branches, spread over many countries. Its 
branch operations are, in the main, confined 
to the UK (15 branches) United Arab 
Emirates (8 branches). Fiji Islands (3 bran¬ 
ches), Kenya (7 branches), and Mauritius 
(3 branches). In addition, its branches are 
functioning in New York. Bahamas, Sultanate 
of Oman and Bangladesh. It owns a subsidiary 
in Uganda (with 3 branches). Against this 
institutional background oi‘ the sponsoring 
banks, it is possible to envisage a sizeable volume 
of business for this new subsidiary. \t the out¬ 
set, the business emanating from the three 
banks in India and abroad towards Hongkong 
will provide a minimum initial cushion for the 
1RIJ International Finance Ltd. 

Hongkong is one of the few countries in 
Asia, the economy of which has undergone a 
radical transformation in the last decade. 
It has one of the highest per capita incomes 
in Asia. Since the recession of 1976, Hongkong 
has to its credit annual growth rates in double 
digit figures and a highly diversified econo¬ 


mic structure. Manufacturing activity (consis¬ 
ting of textiles, clothing, electrical and elec¬ 
tronic machinery, plastic products etc.) 
account for 25 per cent of its Gross 
Domestic Product, while wholesale and 
retail trade, restaurants and hotels account 
for 23 per cent. A significant sector 
is in the financial sphere (comprising 
banks, financial and insurance companies, 
real estates and business services) contribu¬ 
ting 21 per cent of its total GDP. Between 
1974 and 1979, its aggregate exports and im¬ 
ports each increased by 152 per cent (with re¬ 
exports at 181 per cent). The most important 
factor which has createdconditions for a rapid 
growth of the economy has not only been 
the close ties which the Hongkong and the 
British Governments have forged with the 
Chinese Government but also the close 
political relations between the City State of 
Hongkong and its hinter land Gnaitdong 
province of China. A sizeable proportion of 
China's trade passes through Hongkong. 
China earns one-third of its foreign exchange 
through [Hong Kong-about US $4 billion. Over 
28per cent of Hong Kong's re-exports dome 
from Cbina and in 1979 were worth HK 
$5.6. billion. China is now Hongkong's ninth 
largest export market. 
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"Thi* Week 


October 31 

At least 34 persons were killed and 
about 100 injured when the Meerut- 
bound Sangam Express rammed into a 
derailed goods train between Jhinjhak 
and Ambiapur stations about 45 km 
from Kanpur. 

Uneasy calm prevailed in curfew bound 
Moradabad as the death-roll in renewed 
violence in the town mounted to 14. 

The Libyan leader, Col Muammar 
Gaddafi, was reported to have taken re¬ 
fuge in a Soviet military base in the desert 
to escape a “coup d’etat or mutiny” by 
his troops. 

India and the Soviet Union signed two 
agreements which further extend mutual 
economic cooperation. 

Oil started flowing from the southern 
part of the Bombay High. 

President Carter has nominated Mr 
A.W. Clausen, President of the largest 

£MTHEtN BC»NOMlST 


bank in the US to succeed Robert Mc¬ 
Namara as head of World Bank. 

The United States has reduced the 
countervailing duty imposed on Indian 
manhole covers, from 21.75 per cent to 
13.3 per cent in general. 

November 1 

The Government raised the cus¬ 
toms duty (basic and auxiliary) on the 
unwrought copper from the existing 65 
per cent ad valorem to 70 per cent ad- 
valorem. 

One person was killed and 50 injured 

when police fired on a crowd that 
tried to force its way into the MLAs’ 
hostel in Dispur, Assam, 

November 2 

The army was called out in Ganhati 
and an indefinite curfew was imposed 
around the MLAs’ hostel at Dispur as a 
large number of agitators marched in 
silent procession to the secretariat. 


The Stale Trading Corporation haado* 
cided to build a bufler stock of 6*000 
tonnes of newsprint in Calcutta to meet 
any emergency demand. 

November 3 

The Prime Minister, Mrs Indira 
Gandhi, released a commemorative 
stamp as part of the celebration of the 
1400th anniversary of the Hijra era. 

Iranian Students, who have held the 
American hostages for almost a year, 
surrendered responsibility for the 52 
captives to the Iranian Government. 

Iraqi troops entered the Iranian oil' 
city of Abadan where fierce fighting is 
raging. 

The Foreign Ministers of five non* 
aligned countries including India and a 
PLO official continued consultations on 
ways to stop the war between Iraq and 
Iran. 

A 12-hour Gauhati bandh called by tbe 

All Gauhati Students' Union, which 
started at 6 a.m., paralysed normal life 
in the State capital. 

November 4 

Power generation in the country hag 

gone up by seven per cent since Septem¬ 
ber compared with the output during the 
corresponding period last year. 

President Saddam Hussein has offered 
to withdraw Iraqi troops from Iranian 
territory in exchange for full Iranian 
“recognition of its rights”. 

Work in State and Central Government 
offices and undertakings including na¬ 
tionalised banks was paralysed in Assam 
when employees resorted to non-coope¬ 
ration by abstaining from duty in 
protest against the police firing at 
Dispur. 

Karnataka Chief Minister, Mr Gundn 
Rao, announced withdrawal of the 10 
per cent surcharge proposed in the cur¬ 
rent year’s budget on income earned by 
coffee plantations. 

November 5 

Republican candidate Ronald Reagan 

climaxed the longest presidential cam¬ 
paign in US history by winning a land¬ 
slide victory. 

Excavation operations for laying found¬ 
ation of 420 MW thermal power plant 
at Ropar in Punjab commenced. 
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Out of Hibernation 


Is the Government finally waking out of its lengthy slumber 
and getting down to the job of actual governance? There has 
been a sudden spate of important decisions in the last week. 
Foreign investment by Gulf countries in new Indian equity 
has been permitted on a portfolio basis up to a maximum of 
40 per cent. The debt-equity ratio has been doubled from 
1:1 to 2:1 for medium sized projects, with higher ratios nego- 
tiablc for large projects. The interest rate for debentures has 
been increased From 11 per cent to 12 per cent. Three 
companies have been nationalised—Sen Raleigh, Hind Cycles 
and Bird and Co. The pumping of 80,000 tonnes of crude 
from Assam has started in the face of considerable risks. 
Even the reported resignation of the Railway Minister, 
Mr Kamlapati Tripathi, has been prompted by some plain 
speaking on the condition of the Railways by Mrs Gandhi. 

The decisions taken last week will not set the Ganges on 
fire. But at least they show a welcome sense of urgency which 
has been sadly lacking since the general election. Indeed, the 
first act of the new Government was to go into prolonged 
hibernation. This was sought to be justified by a series of 
implausible excuses whose credibility deteriorated day by day. 
First of all we were told that the Prime Minister was very busy 
with the Afghanistan crisis. Then she was very busy getting 
rid of Janata-oriented officials (a process which has apparently 
still not been completed). After that we were told that she 
was busy with the State elections, and that the Government 
would spark into action in June. The month of June came 
and went with a budget which produced momentary euphoria 
before lapsing into disenchantment. We were then told that 
she was busy with the Assam agitation, and later with the 
communal riots. We were continually told that the mess left 
by the Janata Government was so great that it would take 
time for things to improve. 

It is worth recalling that these were the exact sentiments 
expressed by gentlemen like Mr Morarji Desai and Mr Subra- 
maniam Swamy in the early days of Janata rule. They too 
claimed that they had inherited such a mess that it would 
take time to clean the stables. This pathetic excuse did not 
save Messers Desai and Swamy from public wrath, nor has it 


saved Mrs Indira Gandhi, A party elected on the promise to 
provide a Government that works has no business to turn 
around after its election and confess that, for various reasons, 
it is unable to work. No doubt conditions have been difficult 
—the Assam agitation, the continuing oil crisis, the spate of 
communal riots—but this cannot possibly excuse the evident 
lack of interest displayed for months in most areas. The truth 
is that the new Government has ushered in a neo-feudal form 
of rule, where appointments are all-important, while policies 
and their implementation are neglected. There is a jostling 
for positions, with each feudal lord exempted from the normal * 
conventions and even laws of the land. There has been a 
distribution of spoils, not responsibilities. In order to reap 
the maximum from the spoils system, decision-making power 
has become concentrated in fewer and fewer hands. Busi¬ 
nessmen complain that, while once upon a time they had to pay 
bribes to persuade officers and politicians to deviate from their 
duty, they now have to pay bribes to persuade the same gentle¬ 
men to do their duty. 

A feudal system is an excellent one for promoting personal 
loyalty and ensuring that both the political and administrative 
set-up becomes subservient to the ruler’s whim. But it is 
quite incapable of producing a Government that works. That 
can only happen in a decentralised set-up where Ministers and » 
officials have independent authority to take quick decisions, 
and, there are norms divorced from political expediency for 
the implementation of policies. 

The death of Mr Sanjay Gandhi came as a rude shock to 
the new political structure which came up after the January 
.election. The youth wing which threatened to occupy the 
commanding heights has now suffered a precipitous fall. And 
there is no caucus, no kitchen cabinet or group of dose 
advisers to supersede it. Chief Ministers still have to spend 
half their time telephoning New Delhi, but this is a distinct 
improvement over June when they spent nine-tenths of their 
time telephoning the capital. 

In the post-Sanjay phase, there seems to have been some 
^decentralisation of decision-making. Added to this is the fact 
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\ that virtually all appointments have now beep settled, and that 
4 |Mr$ Gandhi is now keenly aware of public disillusionment with 
^Jier Government. She is perhaps also aware that the monsoon 
has not been quite as bountiful as originatty thought, and that 
economic management is going to be much more difficult than 
anticipated. If these considerations have prompted the recent 
spate of decisions, that is a welcome sign, Remedial action 
is needed on several fronts. But it will not do to simply an¬ 


nounce new policies. What matters is their implementaPpP; 
and this requires a further dismantling of the neo-feudil 
structure. A Government that starts working only in response 
to a crisis caused by its own prolonged hibernation is not one 
that can ever hope to produce results. The entire administra* 
tive machinery needs to be geared to action, and this in turn 
requires stability in administrative postings and mimmum 
political interference. 


Neyt (or Nuts) to Carter 


Mr Ronald Reagan has swept the polls. He has also wiped 
* the floor with Mr Jimmy Carter. The triumph, all the same, 
belongs essentially to the Negative Vote, a factor that seems to 
be becoming increasingly respectable in the democratic pro¬ 
cess. This has been dramatically so in our own country 
twice within three years. In 1977, the Janata Party got the nod 
because the people felt that a kick was in order for Mrs 
Gandhi's rule. This year it was the other way about. There 
is perhaps nothing very noble about this trend in politics or 
public affairs. People ought to be voting more in faith and 
hope than out of discontent or disgust. 

The incumbent President of the United States, now turned 
lame-duck, can however be pitied too much. His policies, ob- 
^ jectively, might have deserved better of bis fellow citizens, but 
v his personality failed him. Policies after all are made in demo¬ 
cratic politics largely in response to or under the compulsion 
of circumstances about the nature or meaning of which there is 
broad agreement among the citizens. They are seldom sprung 
fully armed from the head of the boss-person. But the selling 
of policies to the people and, more than that, the inspiring of 
the people in or for its fulfilment has necessarily to be an act of 
personal leadership. Mr Carter could never summon enough 
of this quality. In the event even the policy successes he did 
have were of no consequence to him for all the effect they had 
on the imagination or judgment of fellow-Amcricans. 

The going of course was never easy for Mr Carter, but, even 
if history had been less hostile, his term in office might not have 
been such that the American people would have been . excited 
about a repeat dose of the same. Inflation, unemployment, a 
spreading sense of insecurity among the self-employed—these 
socio-economic ills have presumably been enough to rally the 
electorate to the Reagan standard of lower taxes and less of big 
Government and more freedom for the economy to find its feet 
and grow. 

Mr Reagan’s win, impressive as it is, is still less than Mr 
Carter’s defeat. His big majority in electoral votes exaggerates 
his majority in popular votes. While it may appear as though 
he has been extraodinarily successful in raiding the traditional 
vote-banks of the Democratic Party, what could be precisely 
claimed for the mandate he has received from the electorate is 
/ that there has been a certain surge of anti-Carter feeling even 
in those sections of the population which have a normal prefe¬ 
rence for a Democrat. The voting pattern suggests that cate¬ 


gories such as blue-collar workers, and to a less extent, Blacks 
seem to have broken ranks to an extent which may have con¬ 
ferred a significant advantage on the Republican candidate. 
Even an unexpectedly large number of women voters have evi¬ 
dently found no problem in taking the ageing Republican to 
their political bossom. 

Four years ago Mr Reagan was a close contender against 
Mr Gerald Ford for the Republican nomination. In the elec¬ 
tion of 1976, Mr Ford lost the presidential race to Mr Jimmy 
Carter. Mr Reagan might not have fared differently on that 
occasion had be been the wearer of the Republican colours in¬ 
stead of Mr Ford. Could it be that, since then, Mr Reagan’s 
personal convictions or ideological concepts and the political 
mores of the American public have both moved in opposite 
directions to meet each other half way to the right of centre, 
particularly on issues of the management of the domestic eco¬ 
nomy by the Government ? , 

It is important, surely, for both the President and the people 
of the United States that the answer should be in the affirma¬ 
tive. It is also important that, in the process of this adjust¬ 
ment, Mr Reagan should have done more of the yielding. For, 
whatever may be the ebb and tide of party political fortunes, 
the Liberal tradition is strong and powerful in the minds of the 
people of the United States. The incoming President undoub¬ 
tedly has reason to be buoyed up by the size of the vote cast 
in his favour which, moreover, has been reinforced by the Re¬ 
publican acquisition of a majority in the Senate attended by an 
erosion of the Democrat hold on the House of Reprentatives. AU 
the same Mr Reagan's track record shows that he will not be 
insensitive or indifferent to the enormous value of grass-root 
public support if his administration has to be effective in pushing 
legislation through the Congress. 

Then, again, he is necessarily a man in a hurry. In an 
attempt to reassure the public on the issue of his age of three- 
score-and-ten, Mr Reagan had declared in his campaign spee¬ 
ches that, if elected, he would be content to serve only one 
term and would refrain from seeking a second tenure. It has 
consequently become all the more necessary for him to make 
his impress on the Oval Office very much within the first half of 
his four years. He may be able to meet this demand for urgent 
leadership only if he keeps his ears dose to the ground. More 
than any other American President since Franklin Roosevelt, 
the next President of the United States will have to gear both 
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his instincts and his judgment to the real needs of the people 
who have elected him, in terms as much of what they believe 
is good for themselves as he thinks is good for thenh. During 
the ups and downs of his quest for the White House, Mr Rea¬ 
gan had been a controversial candidate It would be great luck 
for the US political system as it will be a splendid irony in his 
personal history if he were to make a grade as a consensus 
President by virtue of his performance in office. 

It is probably not true that if so much of the electorate de¬ 
cided that it would rather not have Mr Carter continue, it is 
because it had bought the Republican story that he had allow¬ 
ed American resources of military deterrence become less of a 
deterrent to any Soviet notion of geo-political expansionism. 
But, jt must be admitted that there is no way of knowing how 
serious has been the damage done to the credibility of the Carter 
administration, as a dependable upholder of American rights 
and interests abroad, by the indefinite prolongation of the 
ordeal of the hostages held in Iian. Whether the American 
people do believe that a different man in the White House 
would have been more successful in effecting the recovery or 
rescue of the captives, a sufficient number of them might still 
have thought it only right and fair that Mr Carter should be 
punished for this tormenting wound on the national psyche. 

Not enough has been brought into the record during the 
Republican campaign to give any clear indication of the kind 


of new foreign policy initiatives that the Reagan administration 
may attempt. There may however be changes in tactics at t 
any rate in dealing with the Afghan situation. For one thing 
Mr Reagan has categorically rejected the utility of the Carter 
embargo on grain shipments to the USSR. More interestingly 
still, he has hinted at a change of nuances, in the ordering of 
US relations with China, in the light of his appreciation of his 
country’s commitment to the sovereignty and security of 
Taiwan. 

Nearer home, for such of us in this country as are anxious 
to worry about American Republican attitudes relating to Indo- 
American understanding or cooperation the only relevant ad¬ 
vice could be that it is not useful to cry wolf. For the rest 
there could be hopeful agreement with Ambassador Goheen’s 
reaction to the results of the American presidential election ;r 
he sees “no change in the desire of the United States to con¬ 
tinue a policy of friendly cooperation based on mutual respect.” 
After referring to the extremely transient nature of “campaign 
rhetoric”, he assures us that he expects “a basic continuity to 
prevail in American foreign policy” and is persuaded that “the 
importance of India both in this region and in world councils is 
not likely to be overlooked, nor is the democratic nature of 
the Indian polity”. This is as good a note as any on which 
to conclude this journal’s own first thoughts on the American 
people’s choice for ‘a government that works’. 
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T he role of God in Government has 
never been spelled out by Mrs Indira 
Gandhi. But her endless visits to reli¬ 
gious shrines makes it clear that she 
has more faith in the deities than in her 
Cabinet Ministers. This is not exactly 
surprising. It is difficult to think of a 
^fnore uninspiring lot than the present 
Cabinet, and divine inspiration is doubt¬ 
less a better guide to good policy than 
the advice of her Cabinet colleagues. 
This still leaves unsolved the mystery as 
to why the gods did not inspire her to 
appoint a better set of Ministers. Indeed, 
judged by this performance the gods 
have badly botched their job of divine 
guidance. This should have shaken 
Mrs Gandhi’s faith in them. But she 
remains as steadfast as ever, consoling 
herself that the ways of Heaven are 
^difficult to understand. 

Her Cabinet colleagues appreciate, of 
course, what the true source of her ins¬ 
piration is, and believe quite literally that 
she speaks the gospel truth. But they 
have all been shaken by the warnings of 
tantric astrologers that there are evil 
spirits around which need to be exorcised. 
And so it is that a galaxy of political 
heavy weights helped organise two 
mahayagnas to impose the spirtual 
equivalent of MISA on the errant spirits. 
The death of Mr Sanjay Gandhi has 
if done much to convince Congress(I) 
stalwarts that the heavenly bodies are in 
a nasty mood. They are willing to make 
generous offerings to propitiate the gods, 
assuming of course that black money is 
legal tender in heaven. 

Faith in astrologers and tantrics is not 
confined to the Cabinet. Industrialists, 
traders and even journalists are in the 
grip of godmen. 

In an otherwise excellent article in 
The Statesman last month, Mr S. Sahay 
after pouring scorn on “self-seeking as¬ 
trologers and tantrics*’ added, “Genuine 
Gantries are an altogether different matter, 
and not available on tap.** An awful 
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suspicion grows in my mind —is it possi¬ 
ble that, on occasions when the tap 
starts working, the editorial policy of 
The Statesman is being influenced by 
“genuine” tantrics? 

you arc wandering thirsty in 
^ the desert, you tend to see mirages. 
Mr Lai Advani is as clear sighted as it is 
possible for our myopic politicians to be. 
But apparently even one year in the 
political desert is enough to make him 
start seeing things. He declared this week 
that Mrs Indira Gandhi’s Government 
was showing signs of collapse, and might 
not complete its five-year term. He 
added, apparently with a straight face, 
that the in-fighting in the Congress(I) 
today was far worse than in the Janata 
Party when it ruled the country. Time, 
it is said, dulls the memory. But Mr 
advani’s memory has been dulled almost 
to extinction in just a few months. This 
cannot be ascribed to an overdose of a 
potent ayurvedic drug, or even to astral 
spirits let loose by a malevolent conjunc¬ 
tion of the stars. Mr Advani is said to 
be a balanced man, not susceptible to 
quacks or astrologers. His amnesia about 
the sordid events that killed the Janata 
Party can only be ascribed to the wishful 
thinking of a traveller lost in the desert. 

Mr Advani is not alone. Mr Raj 
Narain, Mr Chandrashekhar and others 
have glibly predicted the early demise of 
the present Government. What they 
hope to gain by such gibberish is not 
easy to sec. It is quite true that they 
have lost most of their credibility, but 
why squander what little remains? Of 
course, the very same gentlemen do not 
hesitate to add in the next breath that 
Mrs Gandhi is about to impose a dicta¬ 
torship on the country. On the one 
hand they are positively salivating at the 
thought of her being toppled, no matter 
how far-fetched the notion may be. On 
the other hand they see signs that she is 
going to entrench herself as a dictator. 
The strange thing is that none of them 
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seem to visualise what should be the 
normal scenario in any democracy—the 
humdrum completion of its term by an 
elected Government. 

Mrs Gandhi has failed to produce a 
Government that works. Equally, 
Messrs Advani, Chandrashekhar, Charan 
Singh, Devraj Ursand Co. have failed to 
produce an Opposition that works. After 
33 years of democratic experience, the 
Opposition has great enthusiasm for 
toppling a Government by engineering 
riots or defections, but none for posing 
a sensible set of constructive alternatives 
and waiting till the next election to go to 
the people. 

he Opposition could hardly have 
hoped for better conditions than it 
has today. The administration has yet to 
recover from the trauma of mass trans¬ 
fers and political interference, inflation is 
running riot, communal violence is sim¬ 
mering everywhere, the trouble in the 
north-east gets worst* instead of better, 
and the Iran-Lraq war has added a new 
dimension to the oil crisis. When 
Mrs Gandhi was elected, it was generally 
expected that she would provide an ef¬ 
fective Government, and that a good 
monsoon would put her in an impreg¬ 
nable political position. In fact her 
rule has been characterised by ineptitude 
and drift, and not even the monsoon 
seems likely to tame the demon of in¬ 
flation. But the Opposition parties are 
poorly placed to take advantage of this. 
They spent the first six months after the 
general election quarrelling more fiercely 
than ever and splitting into ever finer poli¬ 
tical atoms, a nuclear chain reaction that 
did not need American know-how. If 
there were any lingering public doubts 
about their being a bunch of scallawags, 
these have now been dispelled. And so 
it is that opinion polls show that even 
while there is public disenchantment 
with Mrs Ghndhi, this has not benefited 
the Opposition. 

Swaminathaii S. Aiyar 
NOVEMBER 7 # 1980 



A Legal Agency for the Public Sector 


Legal advice is needed at every stage, be 
it the floating of a company, iunmng it 
or winding it up. Laws and regulations 
concerning labour, monopoly, pollution, 
taxation, provident fund, import-export, 
customs, etc have not only increased in 
number but have also become &o complex 
that the chief executive in the private sec¬ 
tor would not take a strategy decision 
before he checks up with his lawyer, but 
in public sector undertakings tbis is hardly 
done. May times important contracts arc 
finalised without associating a legal man 
from the negotiation stage. In fact, laws 
are changing so fast that many companies 
suffer a “legal shock*’ when a notice claim¬ 
ing damages is recieved by them. 

Studies conducted in the USA on the 
problem of organisation and management 
of corporate law departments and com¬ 
pensation of lawyers in big industrial cor¬ 
porations has shown that in view of the 
changing legal environment due to com¬ 
plex and growing legislation, the vigilant 
chief executive is thinking about com¬ 
pany's legal philosophy and is focussing 
on building a strong in-house legal capa¬ 
bility spearheaded by a Legal Adviser 
possessing a mix of background and cha¬ 
racteristic to cope with the urgency, scope 
and high level of legal business opinion 
and other legal support required of a law 
department. In its absence a company 
often becomes involved in litigation and 
its complex procedures which take away a 
great deal of the top executive’s time that 
he could have otherwise spent usefully on 
more fundamental problems of the busi¬ 
ness. 

Change over In USA 

Certain studies in the USA have indica¬ 
ted that much of the law work being done 
by outside law firms hitherto is now 
being done by in-house law departments. 
They have found that m-house legal staff 
costs less than half of external attorneys 
and legal advice is quicker apart from the 
fact that they understand the background 
of the case and its implication for the 
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company better than an outside lawyer. 
Singer Corporation in the USA, in fact, 
reduced its legal costs from $1.7 million in 
1977 to $0.511 million m 1978 by increas¬ 
ing its in-house legal staff. 

The studies in the USA also reveal that 
the expense ratio of an m-house law depart¬ 
ment worked out to about $1,000 per mil¬ 
lion dollars in sales, that is, 0.01 per cent 
as compared to $1500 on outside law firms, 
that is, 50 per cent more. In India the ex¬ 
pense ratio may not even be 0.01 per cent 
because no importance is attached to this 
aspect so far. In fact, some of the public 
sector undertakings do not have any Law 
department; instead then secretariat or 
administration staff having Law degrees 
handle such matters, while some have 
inexperienced law graduates of 2/3 years' 
standing as law officers, who can hardly 
guide the undertakings. Perhaps with 
greater attention to this side much of the 
contract failures, due to unsuspected 
clauses or modifications of contractual 
terms during performance of the contract, 
can be avoided. Such lack of foresight 
has cost two corporations a few crores 
and recentlv another corporation lost 
about Rs 50 lakhs as compensation in a 
cement contract. 

Eliminating Criticism 

In case we have a proper legal agency 
to guide the corporations in negotiation, 
modification and monitoring of contracts 
then they will not only have a protective 
umbrella but, m turn, they may avoid 
criticism at the hands of Parliamentary 
Committees, apart from having uniform 
approach m dealing with foreign projects, 
contracts, transfer of technology, double 
taxation and consequent disputes in 
foreign jurisdiction, etc. 

It has been found that expensive and 
unsuccessful litigation adversely affects 
the share value of a company. It may be 
recalled that shares ofWestinghouse dip¬ 
ped to 44 per cent m 1975 after it be¬ 


came involved in a series of legal battles 
over uranium price. It is understood that 
the share value of Cochin Refineries Ltd 
recovered somewhat after their win in 
Arbitration in the USA against Triton 
Shipping Company and offer of $6 mil¬ 
lion by that company to settle the claim. 
The writer was associated with that case 
up to the award stage. It is not known 
as to what happened to that offer on 
which the country was losing an interest 
ofRs 15,000 per day at 10 pet cent per 
annum till some time back. 

Interesting Case 

Some time back advice was sought by 
a corporation under the department of 
Chemicals and Fertilisers seeking clea¬ 
rance for remitting $50,G0u to ICC, Pans 
towards arbitration expenses in addition 
to $20,000 sent already. It was noticed' 

that a reference before the High Court 
and a regular suit before Bombay High 
Court were already pending challenging 
the wrong assessment by the tax autho¬ 
rities and for refund of Rs 70 lakhs 
wrongly realised from the Corporation 
due to wrong assessment on account of 
negligent filing of returns by the foreign 
contractor The tax authorities had also 
realised Rs 30 lakhs from the foreign 
contractor towards the assessed tax. On 
examination it was found that the litiga¬ 
tion was to benefit the foreign party what- j 
ever be the result of the cases. If the 
Corporation won and tax was held to be 
wrong then it would realise back Rs 70 
lakhs from its other pocket, that is, the 
Government, inasmuch as the foreign 
party will also get the refund of Rs 30 
lakhs realised from it directly. And in 
case the tax was held to be rightly asses¬ 
sed then the foreign party will claim that 
Rs 30 lakhs from the Corporation because 
it was to get the payment nett of Indian 
taxes. The Additional Solicitor General 
agreed with my opinion for withdrawal of 
the cases, and the cases were withdrawn. 
Money will not be wasted on such cases 
if a mature and competent legal adviser 
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'^ii'lfeia^le with the corporations. It is a 
wrong practice for the corporations to 
•spend on ‘para-legals*, that is, secretaries 
dr administrative officers having law deg¬ 
rees without experience of Bar or Judi¬ 
ciary. It has been found that they merely 
act as a post office. 

Looking to such things and high penal¬ 
ties levied for even minor infraction of 
laws when some countries like USA are 
taking steps to expand and improve effi¬ 
ciencies of their in-house legal depart¬ 
ments, the need for strengthening the in- 
house Law Departments in corporations 
and having a central legal agency for 
public sector is all the more greater. 
In the USA some companies, as disclosed 
by Mr Daniel Austin Jr., President of US 
Management Consultants Case Corporate 
Services Inc. are seriously thinking of 
having ‘legal audit' committees of their 
boards like ‘financial audit* to monitor 
constantly the corporate status at law. It 
would also be useful to have computorised 
case control and to evolve arbitration and 
other low-cost methods of settling corpo¬ 
rate disputes out of court by mini-trial 
^jiethod. 

‘Starter Kits 1 

As rightly pointed out by John 
Rowe, Vice-President in charge of the 
Legal Information Services Division of US 
Computer Software Company, “Legal 
Departments are starting to get the same 
benefits from management controls as 
accounts departments did 40 years ago. 
The in-house legal department will 
also prepare ‘starter kits* for external 
lawyers to reduce the reading fees to fami¬ 
liarise with the case**. In doing this, the 
; law graduate staff (I will call them ‘para¬ 
legals*) of certain corporations can be 
trained and used for preparation of briefs. 
Law students can also be given ‘summer 
training’ as is done for 1IT/MBA students 
in various industrial houses. 

The total expenditure made by over 160 
public sector undertakings of the Central 
Government on law work will be reduced 
considerably and work harmonised if we 
have a Centralised Legal Agency. A pro¬ 
posal in this regard was mooted by me in 
1974 and again in 1976 but on account of 
general apathy towards such proposals it 
did not progress much though in princi¬ 


ple the idea was apjtfdvedby the then 
Cabinet Secretary in 1976 and by the 
chief executives of many a public sector 
undertaking. Perhaps it would be better 
if for the public sector undertakings a 
Government decision is taken to have the 
proposed Centralised Legal Agency as an 
independent Government company with 
offices at 5-6 places in India to look after 
and cater for their legal work, that is, ad¬ 
vice, conveyancing, arbitration and litiga¬ 
tion in that region. 

Law Ministry’s Suggestion 

The Law Ministry had suggested some¬ 
what similar things for undertakings under 
a common Ministry in an OM of 1969. 
This Centralised Agency will hold semi¬ 
nars and training courses to train mana¬ 
gers so that they avoid legal pitfalls. The 
public sector undertakings will contribute 
annually towards the fund on a regular 
basis apart from paying the actual expen¬ 
ses and meet the cost of their litigation 
and opinion work, etc. This Legal Agency 
can be put, till a separate Department for 
Public Sector Undertakings is established, 
under the administrative control of the 
Cabinet Secretariat or as may be decided 
upon. As a trial, the agency may start 
working for the undertakings under the 
Ministries of Commerce, Industry, etc, 
which are engaged in foreign trade, 
transfer of technology, etc. Later on, 
such a scheme can be extended to India's 
foreign litigation/arbitration for which a 
scheme had been submitted by mein 
August 1980, giving some examples of 
mishandled or badly handled foreign liti¬ 
gation. 

The above scheme, if implemented, will 
not only avoid duplicity of expenses on 
account of different corporations acting 
individually on legal issues of common 
interest but there will be more interest, 
responsibility and accountability on the 
part of the legal staff as compared to out¬ 
side law advisers. 

The qualifications and expertise of the 
top legal officers should include; a) sub¬ 
stantive legal skills; b) managerial abi¬ 
lity; c) business acumen; and d) the abi¬ 
lity to take an over-view and forward- 
view of the company. In short, he is to 


understand the objectives, strategy and 
major programmes of the company and ‘l|$j 
to see that legal functions provide support| 
to the company in its endeavours 
programmes. This support will cover ex* 
tensive utilisation of the concept of pie*;; 
ventive law, that is, thinking in advance, j 
to stay out of trouble, rather than starting 
to think after the problem has arisen. Hd'.; 
will also monitor contracts to avoid pit- 
falls. In fact, the top legal executive is; 
supposed to be a manager as well as a 
legal specialist. He is expected to under¬ 
stand and evaluate the effect of legal deci* 
sions on business plans and business deci¬ 
sions that may cause or increase legal 
problems. Thus the top executive wearing 
his business and executive hats must 
create staff to effectively manage a strong 
and business-oriented Law Department 
capable of handling the needs of his com* 
pany. Just as in the case of bigger cor¬ 
porations having divisional offices, it is 
necessary, specially in present competitive 
environment, that there is reporting rela¬ 
tionship between them, so is in the case 
of the divisional law departments and its 
corporate law department in order to 
avoid binding legal decisions or agree¬ 
ments being made at lower levels without 
review by the Central Legal Authority, / 
With such staff wasteful? and frivolous liti¬ 
gation will be checked. 

Checking the Drain 

The above proposal may not be to the 
liking of some public sector undertakings 
for the fear of being under a constant 
legal check/audit, but looking to increas¬ 
ing losses suffered by some of them due 
to unsuspected clauses in the agreements 
or due to a mis-handled or ill-advised liti¬ 
gation. it the will be in the larger public in¬ 
terest that the Government checks such an 
unproductive drain on its finances by 
setting up the proposed agency without any 
delay. A decision of the Government can 
be taken in the same way as has been done 
by the Cabinet Secretariat for settling dis¬ 
putes between the Corporations by the 
method of arbitration without recourse to 
law courts. This agency can also be 
given the law work of settlement of dis¬ 
putes between Corporations inter-se. In 
fact, many disputes may not arise once 
the legal advisers are common. 
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Economic Analysis 


Affluent India 


Varsha Varda 

Much has been written about poverty in India, its magnitude and causes. However, literature on affluence 
in India is very sparse. This is so mainly because of paucity of the pertinent data. In this article the author who is 
associated with the National Institute of Bank Management has used data extracted from various published sources to 
draw a crude picture of'Affluent India' in broad terms. 

For the purpose of this analysis the author has considered the top 10 per cent population of India as forming 
an affluent section oj the society and analysed the behaviour of various economic indicators such as national income, 
consumption expenditure, and consumption pattern for this class of people. To enable easy comparison, she gives 
the corresponding figure* for 'Non-Affluent India' and also compare s it with some developed countries. 
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According to the 1941 census of 
India out of a total population of 321.8 
millions about 89 per cent, that is 278 
million, lived in rural areas and the 
remaining 11 per cent consisting of 
about 33.8 million lived in urban areas. 
The top 10 per cent of the population 
in rural areas held about 65 per cent 
of the land. Out of these 10 per cent, 
four per cent were big landlords posses¬ 
sing about 43 per cent of the total 
cultivated areas. The remaining six per 
cent were land-owning cultivators with 
land holdings of 5 acres and above and 
they held about 22 per cent of the 
total cultivated area. 

According to the National Sample 
Survey (8th and 9ih round), the top 
10 per cent of the urban population 
shared about 39 per cent of personal 
income and about 32 per cent of con¬ 
sumption expenditure. 

With the achievement of indepen¬ 
dence in 1947, attempts were made in a 
phased manner to reconstruct the 
entire fabric of social and economic 
life in India. However, with all these 
efforts there has been no significant 
change in the economic concentration 
and affluence in rural and urban areas. 
Findings of the Committee of Distri¬ 
bution of Income and Levels of Living 
(Mahalnobis Committee) indicate that 


the major proportion of national 
wealth, and income has been concen¬ 
trated with a small proportion of 
population. According to this report, 
in 1959-60, the top 10 per cent of the 
urban population accounted for 42 per 
cent of all income and about 26 per 
cent of consumption expenditure. In 
the same year, the top 10 per cent of 
the rural population had a 34 per cent 
share in income and 27 per cent share 
in consumption expenditure. The top 
10 per cent of landholders, in 1959-60, 
occupied 56 per cent of the total culti¬ 
vated land. For urban areas data are 
available only on house ownership. 
No information is available on owner¬ 
ship pattern of other forms of wealth 
such as cash, bank deposits, machinery 
and household goods. But, on the 
basis of the ownership pattern of 
houses and ‘shares' guessed by Mahal¬ 
nobis Committee some valid inferences 


may be drawn regarding the owner¬ 
ship pattern of other forms of wealth 
possessed by the affluent section. In 
1960, the top 10 per cent of the urban 
population owned 57 per cent of urban 
houses. Only 0.1 per cent share¬ 
holders owned about 50 per cent of 
the total value of company shares. 
On the basis of these estimates, it may 
be inferred that the ownership pattern 
of the other form of wealth would be 
roughly the same since houses and 
other forms of wealth are positively 
correlated. 

The fundamental difficulty in carry¬ 
ing out this type of analysis is the 
dearth of data. Some useful data can 
be obtained frem publications like 
National Sample Surveys, Sample 
Surveys by National Council for Ap¬ 
plied Economic Research, Working 
Group of Planning Commission on 
Distribution of Income and Level of 


Table 1 

Size of Household in Affluent and Non-Affluent India 



Rural 

Urban 

Cities 

Average 

Affluent 

3.87 

2.63 

3.12 

3.36 

Non-Affluent 

5.33 

4.94 

4.28 

5.14 

Difference 

1.46 

2.31 

1.16 

1.78 
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Living and the monthly statement of 
statistics published by Central Statisti¬ 
cal Organisation. These sources 

supply data for different fractiles of 
the entire population. Data for the 
top 10 per cent and remaining 90 per 
cent were extracted from these sources. 

Sixe of the Household: The twentie¬ 
th round of National Sample Survey 
(July 1965-June 1966) gives data on 

the average number of persons per 
household for the top 10 per cent and 

Table II 

Aggregate and Per Capita Affluent 
Income 

Year Aggregate Affluent Per Capita 
Incomeat 1970-71 Affluent 

prices (In millions Income at 
of Rs) 1970-71 

prices 
(In Rs) 


1948-49 

52424 

1515 

49-50 

53524 

1518 

50-51 

53640 

1498 

51-52 

55083 

1513 

52-53 

56856 

1536 

53-54 

65676 

1742 

54-55 

67444 

1756 

55-56 

68631 

1755 

56-57 

83547 

2094 

57-58 

83556 

2053 

58-59 

89329 

2147 

59-60 

97302 

2290 

60-61 

96458 

2223 

61-62 

97409 

2194 

62-63 

106262 

2341 

63-64 

104762 

2258 

64-65 

112722 

2373 

65-66 

107000 

2202 

66-67 

108385 

2181 

67-68 

115021 

2273 

68-69 

118850 

2303 

69-70 

127648 

2422 

70-71 

124950 

2318 

71-72 

127271 

2310 

72-73 

126308 

2239 

73-74 

133950 

2326 

74-75 

134956 

2295 

75-76 

146616 

2440 

76-77 

148607 

2424 


the remaining 90 per cent of popula¬ 
tion. 

Table i indicates that in 1965-66, on 
an average, the household size in 
affluent India was 3.36 and that in 
non-affluent India was 5.14. Thus on 
an average affluent India had 1.78 
member less per household as com¬ 
pared to non-affluent India. Popula¬ 
tion groupwise break-up indicates that 
the difference in household size was 
maximum in urban areas and mini¬ 
mum in cities. In urban areas an 
average affluent family had 2.31 mem¬ 
bers lees per family than an average 
non-affluent family. In rural areas 
this difference was 1.46 and in cities 
LI 6. 

Affluent Income: Various sources of 
data were used to find out the “aggre¬ 
gate affluent income” over the last 30 
years. Generally, the data were found 
to relate to the share of income earned 
by ordinal groups of households. Since 
the household sizes progressively 
decline in India as we move up to the 
higher deciles, it follows that the 
percentage share of the top decile 
would be more if we consider ordinal 
groups of the population. For exam¬ 
ple, the 1956-57 estimate of percentage 
share of the top 10 per cent households 
was 32.5 per cent whereas that 
of the top 10 per cent population 
was 37.6 per cent. This fact was 
taken into consideration while arriving 
at uniform estimates of percentage 
share of top 10 per cent population 
from various sources of data. 

Table 11 indicates data on “aggre¬ 
gate affluent income” and “per capita 
affluent income” at current prices as 
well as at constant (1970-71) prices. 
Corresponding data for non-affluent 
India are given in Table III. 

Table II shows that the ‘per capita 
affluent income’ in 1976-77 was 
Rs 3880 at current prices and Rs 2424 
at 1970-71 prices. The average annual 
growth rate of aggregate affluent in¬ 
come at 1970-71 prices over the last 25 
years is 4.1 per cent. The average 
annual growth rate of per capita afflu- 


Tablb III 

Aggregate and Per Capita Non-Affluent 
Income 



Year 


Aggregate non- 
affluent income 
at 1970-71 prices 
(In millions 
of Rs) 


Per capita 
non-affluent 
income at 
1970-71 
prices (In Rs) 


i 


ent income at 1970-71 prices over the 
same period is about 2.0 per cent. 

Table 111 indicates that the ‘per 
capita non-affluent income’ in 1976-77 
was only Rs 734 at current prices and 
Rs459 at 1970-71 prices. Thus in 
1976-77 the per capita affluent income 
was about 5.3 times that of per capita 
non-affluent income. 

. The average annual growth rates at 
1970-71 prices over the last 25 years are 
2.8 per cent for ‘aggregate non-affluent 


1948-49 

122323 

393 

49-50 

124892 

394 

50-51 

125159 

388 1 

51-52 

128527 

392 :: 

52-53 

134195 

403 :: 

53-54 

137090 

404 :: 

54-55 

140781 

407 

55-56 

143259 

407 o' 

56-57 

138653 

386 o 

57-58 

136328 

372 3 : 

58-59 

145746 

389;; 

59-60 

141188 

369 

60-61 

144687 

370 

61-62 

152359 

381 If 

62-63 

166205 

407 

63-64 

163861 

392 

64-65 

176310 

412 t 

65-66 

167428 

383 o 

66-67 

169240 

378 

67-68 

186634 

410 

68-69 

190415 

4jo :: 

69-70 

203305 

429 o' 

70-71 

219170 

452 

71-72 

221431 

446 

72-73 

216922 

427 :: 

73-74 

227880 

439 :: 

74-75 

229594 

434 

75-76 

249644 

461 o 

76-77 

253033 

459 :: 


income’ and 0.7 per cent for ‘per capita 


t 

t 

t 

t 
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uon-afflucnt income’. Thus even the 
% comparison over tinfte indicates that 
X the average annual growth rate of 
X aggregate income and per capita in- 
X come was faster by 1.3 per cent for 
affluent ftudia as compared to non- 
affluent India. 


t 

t 

x 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

l 

X 

X 


X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

i 

X 

X 

X 

X 

X 


The ratio of per capita affluent in¬ 
come to per capita non-affluent in¬ 
come for the years from 1948-49 to 
1976-77 arc provided in Table IV. 

TABU: IV 

Ratio of Per Capita Affluent Income 
to Per Capita Non-Affluent Income 


Year 


Ratio 


to 5.29 per cent in 1977-78. In 1970-71 
there was a slight fall in the magni¬ 
tude of this ratio from 5.66 to 5.13. 
This may be due to the nationalisation 
of major commercial banks and social 
control measures adopted by the 
Government in July 1969 which di¬ 
verted a sizeable portion of bank cre¬ 
dit from big industries to the neglect¬ 
ed sectors of the economy. This fall 
continued till 1972-73 and thereafter 
this ratio stabilised around 5.29. 

Affluent Consumption Expenditure : 

The fractile groupwise classification 
of household consumption expendi¬ 
ture in India is available in successive 
rounds of National Sample Survey. 
Monthly abstracts of statistics (Oct. 
1978) also give data in this format. 


1948-49 

3.86 

These sources were used to find out 

49-50 

3.86 

the aggregate and per capita affluent 

50-51 

3.86 

consumption expenditure. 

51-52 

2.92 

Table V contains ‘aggregate affluent 

52-53 

3.81 

consumption expenditure’ and ‘per 

53-54 

4.31 

capita affluent consumption expendi¬ 

54-55 

4.31 

ture* at current prices and at 1970-71 

55-56 

4.31 

prices. Tabic VI gives similar data 

56-57 

5.44 

for non-affluent India. 

57-58 

5.51 


58-59 

5.53 

Table V shows that the per capita 

59-60 

6.21 

affluent consumption expenditure in 

60-61 

5.99 

1976-77 was Rs 2248 at current prices 

61-62 

5.77 

and Rs 1405 at 1970-71 prices. Thus, 

62-63 

5.75 

per capita expenditure was about 37 

63-64 

5.75 

per cent of the per capita income in 

64-65 

5.76 

affluent India. 

65-66 

5.68 

Table VI indicates that in 1976-77 

66-67 

5.76 

per capita non-affluent consumption 

67-68 

5.59 

expenditure was Rs 749 at current 

68-69 

5.62 

prices and Rs 468 at 1970-71 prices. 

69-70 

5.66 

A comparison of these figures with 

70-7 J 

5.13 

corresponding income figures reveals 

71-72 

5.18 

that per capita non-affluent consump¬ 

72-73 

4.70 

tion expenditure is about two per cent 

73-74 

5.29 

higher than the corresponding per 

74-75 

5.29 

capita non-affluent income. 

75-76 

5.28 

Thus in 1976-77, the per capita 

76-77 

5.29 

consumption expenditure in affluent 


Table IV indicates that this ratio 
has been showing an overall increasing 
tendency with some ups and downs 
over the last 28 years period and has 
jumped from 3.86 per cent in 1948-49 


Table V 

Aggregate and Per Capita Affluent 
Consumption Expenditure 


Year 


Aggregate Aff- Per Capi- 



luent Con¬ 
sumption Ex¬ 
penditure at 
1970-71 
prices (In 
millions 
of Rs) 

ta con¬ 
sumption 
Expendi¬ 
ture at 
1970-71 
prices 
(In Rs) 

1950-51 

44285 

1237 

51-52 

45119 

1240 

52-53 

47502 

1284 

53-54 

51200 

1358 

54-55 

53153 

1384 

55-56 

49876 

1276 

56-57 

57281 

1438 

57-58 

51206 

1261 

58-59 

56072 

1348 

59-60 

55251 

1300 

60-61 

60119 

1382 

61-62 

61622 

1388 

62-63 

64552 

1422 

63-64 

61070 

1316 

64-65 

65889 

1387 

65-66 

64456 

1326 

66-67 

66125 

1330 

67-68 

72146 

1426 

68-69 

73615 

1427 

69-70 

73048 

1386 

70-71 

74217 

1377 

71-72 

77269 

1402 

72-73 

75544 

1339 

73-74 

80215 

1394 

74-75 

89322 

1519 

75-76 

87429 

1455 

76-77 

86111 

1405 


India was 43 per cent lower than the 
corresponding per capita income, where¬ 
as in non-affluent India, it was 2 per 
cent higher than corresponding per 
capita income. 

The ratio of pec capita consumption 


expenditure to per capita income for 
affluent as well as non-affluent India 
for the last 25 years is given in 
Table VII. 

Table VII indicates that the ratio of 
affluent consumption expenditure to 
affluent income has always been less 
than one and it has been showing a 
declining trend over a period of time. 
It has come down from 0.826 in 1950- 
51 to 0 580 in 1976-77. On the other 
hand, the ratio of non-affluent con- 
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sumption expenditure to non-affluent 
income was less than one upto 1958-59 
and thereafter it has always been grea¬ 
ter than one. Moreover, it is showing 
an increasing tendency over a period 
of time and has risen from a level of 
0.910 in 1950-51 to a level of 1.02 in 
1976-77. 

Consumption Pattern : Some data 
regarding the pattern of consumption 

Table VI 

Aggregate and Per Capita Non-affluent 
Consumption Expenditure 


Year 

Aggregate 

Per Capita 


Non afflu¬ 

Non-afflu¬ 


ent Con¬ 

ent Con¬ 


sumption 

sumption 


Expendi¬ 

Expendi¬ 


ture at 

ture at 


1970-71 

1970-71 


prices 

prices 


(In millions 

(In Rs) 


of R$) 


1950-51 

113876 

353 

51-52 

116023 

354 

52-53 

122148 

367 

53-54 

130425 

384 

54-55 

127150 

368 

55-56 

129529 

368 

56-57 

129752 

361 

57-58 

133349 

364 

58-59 

146353 

391 

59-60 

144933 

379 

60-61 

155517 

398 

61-62 

161324 

404 

62-63 

177216 

434 

63-64 

170433 

408 

64-65 

186365 

436 

65-66 

180810 

413 

66-67 

185877 

416 

67-68 

209015 

459 

68-69 

209520 

451 

69-70 

225109 

475 

70-71 

227233 

468 

71-72 

231810 

467 

72-73 

226631 

446 

73-74 

241046 

465 

74-75 

237956 

450 

75-76 

262290 

485 

76-77 

258333 

468 


expenditure in affluent as well as non- 
affluent India could be found in the 
twentieth round of National Sample 
Survey (see Table VIII). 

Table VIII indicates that on an aver¬ 
age the consumption pattern of afflu¬ 
ent India is 50 per cent on food items 
and 50 per cent on non-food items. 
The percentage expenditure on tood 
items decrease as we move from rural 
areas to cities. It is 55 per cent in 
rural areas, 45 per cent in urban areas 
and 40 per cent in cities. The per¬ 
centage expenditure on non-food 
items naturally shows reverse tendency 
and increases as wc move from rural 
places to cities. 

On an average, the consumption 
pattern of non-affluent India is 75 per 
cent on food items and 25 per cent on 
non-food items. It consists of con¬ 
sumption expenditure on food items of 
79 per cent in rural areas, 70 per cent 
in urban areas and 62 per cent in 
cities and that on non-food items of 
21 per cent in rural areas, 30 per cent 
in urban areas and 38 per cent in 
cities. 

Standard of Living : The pocket 
book of economic information gives 
data on standard of living of an aver¬ 
age Indian. National Sample Surveys 
give fractile groupwise information on 
the consumption of an average Indian 
on various items. Table IX summari¬ 
ses this information in regard to cer¬ 
eals, sugar, meat, milk, energy, cotton. 
It also contains information on use of 
motor vehicles, telephones and higher 
education. 

Table IX indicates that per capita 
milk consumption of affluent India is 
five times that of non-affluent India, 
whereas the cereal consumption is only 
1.18 times, meat consumption is 4 
times and sugar consumption is 3.87 
times that of the respective consump¬ 
tion in non-affluent India. 

Among non-food items, cotton 
consumption is 13.6 times and energy 
consumption 3.85 times in affluent 
India as compared to non-affluent 
India. , 


Table VII 

Ratio of Per Capita Consumption 
Expenditure to Per Capita Income 


Year Per Capita 
Affluent Con¬ 
sumption Ex¬ 
penditure 

Per Capita Non- 
affluent Con¬ 
sumption Ex¬ 
penditure 

Per Capita 
Affluent 
Income 

Per Capita 
non-affluent 
Income 

1950-51 

0.826 

0.910 

51-52 

0.820 

0.903 

52-53 

0.836 

0.911 

53-54 

0 780 

0.950 

54-55 

0.788 

0.904 

55-56 

0.727 

0.904 

56-57 

0.687 

0.935 

57-58 

0.614 

0.979 

58-59 

0.628 

1.005 

59-60 

0.568 

1.03 

60-61 

0.619 

1.08 

61-62 

0.633 

1.06 

62-63 

0.607 

1.07 

63-64 

0.583 

1.04 

64-65 

0.585 

1.06 

65-66 

0.602' 

1.08 

66-67 

0.610 

UO 

67-68 

0.627 

1.12 

68-69 

0.620 

LI 

69-70 

0.572 

U1 

70-71 

0.594 

1.04 

71-72 

0.607 

1 05 

72-73 

0.598 

1.05 

73-74 

0.599 

1.06 

74-75 

0.662 

J.04 

75-76 

0.596 

1.05 

76-77 

0.580 

1.02 


Among luxury items, motor vehicles 
and telephones are all possessed by 
affluent Indians. Students in higher 
institutions are 15 times more in afflu¬ 
ent India. 

It would be informative to attempt 
a. comparative evaluation of affluent 
India in relation to some selected de¬ 
veloped countries. 

General Comparison : The pcrcent- 
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age growth rates (in" national income 
and per capita income) can be com¬ 
pared across the countries. However, 
the absolute figures of national income 
or per capita income cannot be direc¬ 
tly compared. Many times the prac¬ 
tice is to express all figures in terms of 
a common base such as US dollar to 
facilitate a direct comparison. How¬ 
ever, this is also wrong because ex¬ 
change rates are not correct indica¬ 
tors of the overall purchasing power 
parities. At best they represent equili¬ 
brium in foreign transactions. This is 
because cost of living varies from 
country to country. Conversion to 
one currency on the basis of exchange 
rates results into anomalies with res¬ 
pect to the internal purchasing power 
of individual currencies. All these 
factors need to be taken into conside¬ 
ration before a meaningful comparison 
is attempted in the present context. 

Table X gives the average annual 
rates of growth of real national in¬ 
come and per capita income of the 
USA, the UK, Japan and affluent 
India. 

International comparisons with these 
three countries shows that affluent 
India's growth rate of about 4.1 per 
cent in total and 2.0 per cent in per 
capita is quite impressive when com¬ 
pared with the UK and the USA. 

A comparative evaluation of the 
standard of living of affluent India in 
view of these three countries is given 
in Table XI. 

Thus, in terms of standard of living, 
affluent India compares satisfactorily 
with these three countries except on 
certain items like motor vehicles, tele¬ 
phones and energy consumption. The 
low consumption of meat may be due 
to the fact that a large number of 
inhabitants of affluent India are vege¬ 
tarian. Deficiency in meat consump¬ 
tion is compensated by high consump¬ 
tion of cereals and milk. The number 
of students in higher institutions is 
quite impressive and stands next to 
the USA. 

The per capita consumption expendi- 


Table VIII 

Percentage of Value of Expenditure on Food and Non-Food Items 


Group 


Rural 

Urban City 

Average 

Food Non-food Food Non-food Food Non-food Food Non-food 

Affluent 

55 

45 

43 55 40 60 

20 50 

Non-Affluent 

79 

21 

70 30 62 38 

75 25 




Table IX 




Standard of Living in Affluent India 



Per Capita Consumption 
in 1969-70 
(In gms per day) 


Per Capita 
Consumption 
in 1972 
(In legs per 
year) 


Number per one 
thousand inhibants 
(1972) 


& o 
d . d 

| J -5 
ll’.S 


Affluent 

India 

445 

147 

12 

445 

558 

13.2 

20 

30 

30 

Non- 

Affluent 

377 

38 

3 

79 

145 

0.97 

0 

0 

2 

India 











Table X 

Average Annual Percentage Growth Rates 


Country 


Reference Year 


Total National 
Income 
(Annual % 
growth rate) 


Pei Capita 
National Income 
(Annual % growth 
rate) 


Affluent India 


1950-60 2.9 1.20 

1960-71 4.3 3.00 

1950-60 2.5 2.10 

1960-71 2.8 2.20 

1952-60 8.0 6.80 

1960- 71 10.7 9.60 

1950-61 6.2 4.00 

1961- 70 3.4 1.24 

1972-77 4.1 2.00 

Source : Pocket Book of Economic Information 1973-74 


EASTERN ECONOMIST 


NOVEMBER 7, 1980 

r v : ^ . 1 i r.‘ *1. , 





ture in affluent India as of 1976-77 
l was around Rs 2246 per annum and 
that in the USA in 1965 was $2206. 
Thus in terms of real per capita consu- 
ption expenditure, affluent India is 12 
years behind the USA as of 1977. 

Thus we can conclude in approxi¬ 
mate terms that the economic distance 
between affluent India and the USA as 
of 1977 is about 10 years and varies 
between 9 to 12 years. 

A similar analysis done for non- 


affluent India indicates that the econo¬ 
mic distance between non-affluent India 
and USA is about 40 years and varies 
from 38 to 41 years. 

Comparison of Affluent India with 

UK: Comparison with the UK is based 
on a data source available in family 
expenditure survey of the UK Govern¬ 
ment. It gives the average monthly 
budget for a family of live to satisfy 
the basic minimum needs at 1971 
prices which is given alongside. 


Consumption 

items 

Housing 
Fuel and lights 
Food 

Transportation 
Clothing and tootwear 
Other consumption 


1971 Badge! 
(UK f) 


Table XI 

Comparative Evaluation of Standard of Living 


Country 

Reference 

Year 


Per Capita 
Consumption 
(In gms per day) 

Per Capita 
consumption 
(In kg per year 
1972) 

Number per thousand 
population for 1972 



Cereals 

Sugar 

Meat 

Milk 

Energy 
(Coal equi¬ 
valent) 

Cotton 

Stu 

dents in 
Higher 
Educa¬ 
tion 

Motor 

Vehi¬ 

cles 

Tele¬ 

phones 

USA 

1970 

176 

140 

310 

689 

11611 

8.1 

52 

560 

628 

UK 

1970-71 

200 

136 

209 

592 

5398 

2.5 

11 

262 

314 

Japan 

1970 

352 

73 

48 

137 

3251 

7.1 

16 

' 207 

315 

Affuent India 

1969-70 

445 ■ 

147 

12 

445 

558 

13.2 

30 

20 

30 


Source : Pocket Book of Economic Information 1973-74 
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MOWING 

FINGER 


M rs Gandhi has been called ‘Durga* by 
her courtiers or other flatterers. Mr 
Prabhudas Patwari, however, is no MahU 
shasura and is only a mere Mahisha. The 
buffalo, as we all know, follows its own 
traffic rules; it does not yield the right of 
way even to a thundering truck. Mr Pat¬ 
wari, with, comparable obstinacy or self- 
righteousness or what you will, had refu¬ 
sed to budge when he was pestered or 
bullied by a New Delhi insanely bent on 
getting him out of the Raj Bhavan at 
Guindy. His dismissal from the Governor¬ 
ship of Tamil Nadu was of course for 
reasons political, but was certainly not on 
political grounds. 

There is nothing on record to show that 
he has erred in any way in his constitu¬ 
tional responsibilities or functions. He 
has not been charged either with having 
withheld his cooperation from the Central 
Government in any matter or on any oc¬ 
casion. There is no reason to believe that 
the Chief Minister of Tamil Nadu felt so 
ill at case with him that the Tamil Nadu 
Government could not rest until it had a 
change of Governors. It is known, how¬ 
ever, that, so far as Mrs Gandhi is con¬ 
cerned, Mr Patwari’s gubernatorial life 
has not been worth the price of a hang¬ 
man's rope since the moment she retur¬ 
ned to power. If only because he was 
hand-picked by Mr Morarji Desai, it had 
to be expected that getting rid of him 
would be treated as a matter of prestige, 
if not as a point of honour, by the 
Gandhi Government. Incidentally, Mr 
Jaisukhlal Hathi, that extraordinary man 
for all seasons, seems to have done rather 
well for himself through all the twists and 
turns in the political weather. One would 
of course not dream of describing Mr 
Hathi as feline. As beflts his surname, he 
is obviously elephantine. But he does seem 
to have nine times nine political lives. 

There has been much speculation about 
the circumstances of Mr Patwari’s exit 




qnd one of the suggestions that has been 
aired is that Mr Saqjiva Reddy has 
managed to get his own back on the erst¬ 
while Governor of Tamil Nadu who had 
forbidden him to smoke and had denied 
him the facilities of kitchen and cutlery 
for non-vegetarian food whenever the 
President of India found himself enjoying 
the hospitality of the Raj Bhavan in 
Madras. Mr Patwari has quoted the well 
known official warning that smoking is 
injurious to health in justification of the 
taboo on tobacco which he had enforced 
on Mr Reddy, who, incidentally, did have 
a brush with lung cancer some time ago. 
T"|o-gooders, like the poor, will always 
be with us and not even the Sixth 
Plan is pretending to programme for their 
elimination. Indeed# some of us may con¬ 
tend that most of our planning is nothing 
but a claim to do-gooding. Be that as it 
may—which is how a veteran colleague 
of mine is fond of starting his sentences 
— I just cannot concede that Mr Sanjiva 
Reddy has acquired a right to claim any¬ 
body’s head on a charger. For, is it not 
the case that we are yet to be told how 
precisely his goodwill visit to the USSR 
got fouled up ? 

There has been much adverse com¬ 
ment in the press or political circles in 
our country on Mr Brezhnev’s failure 
to mark attendance at the Reddy dinner 
that was and wasn’t. But, a question 
that has not been raised emphatically 
enough is why the Soviet President should 
not only have so markedly gone out of 
his way to embarrass the visiting President 
of India but also have acted in a manner 
which was bound to be construed as a 
show of discourtesy if not a deliberate 
insult to the Government and the people 
of a friendly country. 

It seems to me that we need to know 
more about why Mr Brezhnev behaved as 
he did and whether Mr Reddy himself 
was free from all blame for whatever had 


happened. There has been so far no 
or whisper whatsoever from RashtrapnC 
Bhavan. But, this need not accessary y l 
mean that it has earned the right to 
praised for practising dignified silence, - ": 

I was in Bombay fora few days last week' 
That city is, if anything, even more 
cynical than the capital about the claims ^ 
of this ‘performing* Government. Just to $ 
incite a debate, while conversing with men g 
or women of business affairs, l allowed ^ 
myself to argue that the Government had $ 
at least been relaxing restrictions or libe- ; ‘ 
ralizing procedures affecting industrial "j 
production or investment. The retort was ' 
that, while this change in policy attitudes ; 
was all to the good, the Government 
machinery was in a worse state than ever 
before to deliver the goods. The com¬ 
plaint was that officials in New Delhi 
were unwilling or perhaps even afraid to 
act, that almost every other file had to 
travel up to the top before it could be 
‘fixed’ and that even when matters were 
seemingly settled at exalted heights, deci¬ 
sions, were still not always final. 

Changing the topic, I enquired about 
the current state of industrial relations ih 
the Bombay area. The faces around me 
lit up and there was quite a change of 
mood. Soon 1 was Being treated to paeans 
sung to the glory of the present Chief 
Minister of Maharashtra. Mr Antulay, it 
appears, is, if I may put it this way, the 
best thing that has happened to Bombay 
industry since Dr Datta Samant. There is 
nothing but admiration for the finesse as 
well as firmness with which he has been 
settling labour disputes or employer-em¬ 
ployee issues right and left and enabling 
one closed factory after another to get 
back to business. Mr Antulay needs to 
win a by-election to become a duly elected 
member of the State legislature. Although 
he seems to be having difficulties, mostly 
within his own party, money at least will 
not pose a problem to his election cam¬ 
paign. Businessmen, as we have been 
told tiresomely, could smell a good invest¬ 
ment miles away. On the present occasion 
they are so close to Mr Antulay that they 
must hold handkerchiefs to their noses if 

they have to deny _J 

themselves the plea¬ 
sure of the fragrance 
—or the odour. 
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Bank Credit: A Judicious Step 


The change effected by the Reserve Bank 
in the bank credit guidelines for the 
current busy season, which started on 
.November 1, is just appropriate within 
the overall tight credit policy that has 
been followed in the recent years. It has 
been decided to withdraw the January, 
„ 1977, directive to commercial banks under 
which 10 per cent of the additional de¬ 
posits were being impounded over and 
above the 40 per cent statutory liquidity 
, ratio, including the cash reserve ratio of 
six per cent, that these banks have to 
maintain. The commercial banks will 
now be allowed to utilise 60 per cent of 
the fresh accretions to their deposits for 
' lending purposes, instead of 50 per cent 
earlier. The already impounded recour¬ 
ses under the 1977 directive, however, 
are not to be defreezed. The liberalisa¬ 
tion will be applicable only in the case 
Of banks which have been maintaining 
the required cash reserve ratio. For 
; others it will become applicable only 
. after they fulfil this statutory requirement 
- within a specified period. No change has 
been made in the refinance facilities avai¬ 
lable to banks. Their eligibility for re¬ 
finance from the Reserve Bank will con¬ 
tinue to be restricted to 30 per cent of 
, food credit in excess of the outstandings 
of Rs 2,200 crores and 50 per cent of the 
increase in export credit over the 1978 
average. They can, of course, get sonic 
discretional accommodation from the Re 
serve Bank. 

The above modification, indisputably, 
was called for on account of several rea¬ 
sons, the most important among them 
being the significant deceleration in the 
rate of growth of deposits —from 23 per 
cent in 1978-79 to just 16.1 per cent dur¬ 
ing the 12 months ending June, 1980. 
The erosion in this growth rate has been 
much more pronounced since June last 
during which month the aggregate depo¬ 
sits went up just by two per cent, as 
against 4.5 per cent in June, 1979. The 


setback to growth in deposits last year 
was partly attributed to the sizeable shrin¬ 
kage in agricultural production on ac¬ 
count of serious drought and partly to 
slower growth in the remittances by non¬ 
resident Indians. Since June banking de¬ 
posits have come to be affected by the 
permission granted to public sector un 
dertakings to go in for public deposits at 
attractive rates, even though initially to 
an aggregate sum of Rs 100 crores. The 
demand for public deposits from the pri¬ 
vate sector undertakings too has grown. 
There is, thus, a significant shift from 
deposits in the banking system, the re¬ 
sources of which will come under strain 
further owing to the reimposition of the 
levy on incomes of banks from their 
advances. 

Extra Cradit Available 

Had 10 per cent of the additional de¬ 
posits of banks been continued to be im¬ 
pounded under the January, 1977, direc¬ 
tive, the banking system obviously would 
have been under great stress to meet the 
requirements of credit during the busy 
season, despite the possibilities of good 
kharif harvest this year helping to im¬ 
prove somewhat iis deposits. The de¬ 
mand for credit during the busy season 
could be expected to grow sharply not 
only as a sequel to some pick-up in eco¬ 
nomic growth but also owing to the in- 
flationery trends having pushed up the 
cost of inventories of raw materials of in¬ 
dustrial enterprises. The withdrawal of 
the impounding of 10 per cent additional 
deposits is expected to make available an 
extra Rs 300 crores for credit expansion 
on the assumption that the growth of 
deposits during the remaining part of the 
year will be around Rs 3,000 crores. In 
terms of the old regulations the increase 
in credit that could be effected in the busy 
season would have been around Rs 1,500 
crores. The discretionary refinance and 
other refinancing facilities would have 


raised this figure only marginally. The 
revised policy, therefore, should provide 
some elbow room to banks for meeting 
even the legitimate requirements of 
credits. 

Moderate Growth 

It will be presumptuous to assume that 
the liberalisation in bank credit will spur 
infiationery tendencies. A significant 
point to be noted in this regard is that 
after the natianalisation of six more com¬ 
mercial banks recently, the banking sys¬ 
tem has been asked to increase by 1985 
the ratio of its advances to the priority 
sectors to 40 per cent oi the total credit 
in the case of the banks nationalised in 
1969 and to 33.33 per cent in the case of 
newly nationalised banks—the percentage 
applicable to the 1969-nationalised 
banks till lately. Whereas in the case of 
the former, the flow of credit to priority 
sectors had been of the order of 31.2 per 
cent in March, 1980, it was much lower 
(between 20 and 26 per cent) in the case 
of the latter. The growth in credit to 
the organised sector in the busy season, 
thus, cannot be as large as feared in 
some circles. The improvement in kharif 
production and xhe general revival of 
economic activity—though, of course, 
not to the extent expected—should 
held the inflationary trends from gathering 
further momentium. Much, of course, 
depends on the international oil situation 
in respect of which no guess can be 
hazarded. 

The gross credit by the banking system, 
including participation certificates, grew 
in 1979-80 (April 1979-June, 1980) by 
only 12 per cent, as against 22.2 per cent 
in the previous year. With a sizeable 
decline in credit for food (Rs 582 crores) 
as against a moderate increase (Rs 471 
crores) in food credit in the previous 
year, the gross non-food credit, including 
PCs, grew by 17.6 per cent, as against 


USTE&N ECONOMIST 


1030 



22.9 per cent. With the food credit 
ain expected to show substantial rise 
is year, it is difficult to say whether the 
growth in the non-food gross credit will 
be even up to the last year’s percentage. 
The gross credit-deposit ratio, which de¬ 
clined to 66.5 per cent by the end of 
June last from 69.4 per cent at the end 
June, 1978, and is around 65 per cent 
currently, may move up somewhat to 
around 67 per cent. This implies that 
tight control is being maintained on 
banking credit in the overall interest of 
the economy. 

0 Should the expectations in respect of 
additional deposits fail to materialise— 
there is every possibility of this if the re¬ 
mittances by non-resident Indians do not 
improve and industrial undertakings are 
able to siphon off fairly substantia] sums 
through deposits from the public—it may 
be necessary to release part of the already 
impounded deposits under the January 
1977, directive. The need for providing 
adequate credit for increasing production 
in general and that of wage goods in 
particular cannot be overemphasised in 
Jithe interest of containing the price spiral 
through improving supplies. The recently 
eifected three per cent increase in the 
interest on bank advances should be help¬ 
ful in curtailing the demand for credit to 
some extent. But surely starving the 
borrowers of legitimate credit will not be 
justified. 

Utilisation of 
> Bombay High Gas 

The Maharashtra. Economic Develop¬ 
ment Council did well in organising a 
business seminar recently in Bombay 
on ‘‘Petrochemicals from Bombay High— 
Industrial Opportunities and Challen¬ 
ges.” Its message is that the Bombay 
High oil and associated gas and the 
non-associated gas have brought in 
tremendous opportunities to the coun¬ 
try for investment to produce value 
,added chemicals for domestic consump¬ 
tion and export opportunities. The 
opportunity must be seized. 


Commercial production from the 
Bombay High offshore field commenced 
from May, 1976. More than four years 
have passed since then and huge quanti¬ 
ties of gas have gone waste because of the 
delay in setting up new complexes based 
on gas. Apart from the limited use for 
power generation and for fertiliser in 
the RCF plant, the bulk of the associa¬ 
ted gas is being flared away. It has heen 
estimated that when crude oil produc¬ 
tion reaches its plateau level of 12 million 
tonnes, the associated gas produced 
would be from 3.5 to 4 MCMD (million 
cubic metres a day). It must be mentio¬ 
ned here that production of this associa¬ 
ted gas cannot be stopped or started as 
and when desired especially if a steady 

T.T. Vijayaraghavan writes 
from Bombay 

crude oil output is required. After pro¬ 
tracted controversy, the Government 
recently announced its decisions on the 
technical consultants for Thal-Vaishet 
and Hazira fertiliser plants to be located 
in Maharashtra and Gujarat respecti¬ 
vely. While a substantial part of the gas 
which is methane can be profitably used 
for fertiliser, the major question relates 
to the use of the middle fraction of 
ethane/propanc for cracking into ethy¬ 
lene and downstream petrochemicals. 

The present per capita consump¬ 
tion of petrochemicals is rather low, 
just 0.5 kg. The potential market that 
exists is undoubtedly large and this has 
given rise to high expectations for the 
rapid growth of the industry in the future. 
However the demand projections and 
recommendations for additional capaci¬ 
ties recommended by several agen¬ 
cies including the Reconstituted Working 
Group of Petrochemicals (RWGP) 
have become unrealistic in the light of 
the large increase in the price of naphtha 
over the last year. Even so it would 
appear that there is ample justification 
for setting up additional ethylene capa¬ 
city of about 250,000 tonnes by the mid¬ 
eighties. Growing market demand may 
also justify another similar unit towards 
the end of the eighties to meet the 
demand in the early nineties. 


' , 1 

The most important question is ttfc; 
availability of feedstock. It is now re-'; 
cognised that among the wide range of ; 
feedstocks (that can be used for the 
manufacture of organic chemicals) like 
naphtha, gas, oil, coal and alcohols, 
the most viable alternative would be . 
Bombay High gas. 

World-Scale Plants 

As Mr W.R. Correa, Managing 
Director, Union Carbide India Ltd 
strevssed at the seminar, lor the 
first time we have now petrofeed- 
stocks in sufficient quantity to support 
the establishment of truly world¬ 
scale plants based on the latest low- 
energy technologies. These are plants 
for large-scale petrochemical units 
in Maharashtra and Gujarat as well 
as gas-based fertiliser plants. The 
setting up of the cracker complex and 
the downstream units based on the 
cracker output will involve a lot of in¬ 
vestment for the purchase of appro¬ 
priate technology and hardware. Also* 
it will possibly take five to seven years 
for completion. So in the intrim period, 
efforts have to be made to utilise the 
associated gas. At the planned produc¬ 
tions level of crud? oil from Bombay 
High of 12 million tonnes per year, each 
month’s delay in the optimum use of 
the associated gas would cost the nation 
several crorcs of rupees. 

It is here that both Mr Correa and 
Mr M.S. Patwardhan, Managing Direc¬ 
tor, National Organic Chemical In¬ 
dustries Ltd, drew pointed attention to 
the interim proposal put up jointly by 
several petro-chemical companies in 
Maharashtra and supported by the State 
Industrial and Investment Corporation 
of Maharashtra (S1COM). Union 
Carbide India Ltd (UC1L) put up India’s 
first petrochemical complex based on 
naphtha cracking in the mid-sixties. 
With some modification—at an estima¬ 
ted cost of about Rs 25 crores—UCIL’s 
Trombay plant can be readily re-adap¬ 
ted to switch back from cracking 100,000 
tonnes of naphtha (which it is at present 
using) to cracking 100,000 tonnes of 
ethane propane (CYC#) per year. The LPG 
plant, being constructed at Uran, can 
be readily augmented to extract around 
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100,000 tonnes of C*-Ci gas with an 
investment estimated by FIL at around 
Rs 6 crores. This gas, which is at present 
going with the methane at fuel value, can 
be piped through an existing 8" ammo¬ 
nia line to 7’rombay, where it <\>uld be 
cracked in UCIL’s facility to produce 
some 55,000 TPA of ethylene. After 
taking care of UClL/s own requirement 
of about 27,000 TPA, the balance of 
approximately 25-30,000 TPA of this 
ethylene could be merchanted to Bom¬ 
bay-based ethylene-starved industries, 
which will use it as the basic building 
block for a large number of important 
plastics and chemicals, including poly¬ 
ethylene, ethylene, oxide and glycol, vinyl 
chloride monomer, etc. Of this, high 
density polyethylene (HOPE) is of 
immediate concern to India—being in 
perennial shortage over the last several 
years. By using the ethylene derived 
from the cracking of the OCi frac¬ 
tion via this interim proposal, the HOPE 
producer in the Bombay area can ensure 
that the availability of HDPE is practi¬ 
cally doubled in a short period. The 
increase in the gross national product 
(GNP) of the conutry (difference bet¬ 
ween the value of HOPE and fuel value 
of the corresponding C 2 -C* fraction) 
is estimated at Rs $0 crores per year or 
u huge Rs 400 crores in a five-year period. 

Revenue Accretion 

The increase in the revenue of the 
Central and State Governments on account 
of excise, sales tax and corporate income 
tax will be around Rs 26 crores per year, 
or Rs 130 crores in five years. The most 
important impact, however, in the con¬ 
text of the current Indian economy, is 
on the generation of employment. Pro¬ 
duction of plastic articles—injection 
moulded, blow moulded and extruded 
products—has high potential for giving 
employment just where it is most re¬ 
quired at this juncture in small scale 
conversion units which can be set up 
In the rural and seini-rural areas of the 
country. Thus, if the interim proposal 
can becbtnc a reality four of five years 
before the mother cracker proposal, the 
gain to the national exchequer will be of 
the order of R$ 400 to 500 crores. This 
proposal would lead to better utiliza¬ 


tion of the ethane/propahe fraction, 
enhanced product-availability, steady 
market growth and an improved load- 
ding of the major new gas-cracker when 
it is commissioned. 

The proposed new gas cracker (or 
"mother cracker”) would provide the 
basic building blocks, namely, ethylene 
and propylene, which would be utili¬ 
zed in the productidn of downstream 
products such as low density polyethy¬ 
lene, polyvinyl chloride, phenol, etc. 

Long-term Interest 

Considering the large volume of 
ethylene and propylene that will become 
available, it is necessary, in the long 
term, to establish new grass-roots capacity 
as well as to debottleneck, modernise 
and rationalise existing petrochemical 
capacity. The latter is important to 
ensure the continued economic viability 
of existing units which arc both aged 
and under-sized and the diseconomies 
of operating such units would become 
even more glaring when world-size 
plants are established based on the two 
mother-crackers, perhaps one located in 
Maharashtra and the other in Gujarat. 
As Mr Paiwardhan pointed out, the 
Study Group appointed by the Govern¬ 
ment of Maharashtra under the chair¬ 
manship of Dr H.N. Sethna determined 
that the investment requirement of a 
cracker of 285,000 tonnes per annum 
and plants for the production of the 
proposed first stage derivatives would 
be Rs 640 crores at 197$ costs. With 
two complexes under consideration, the 
capital needed is almost double this 
figure. No single institution is likely to 
be able to mobilize the funds necessary 
for this purpose. Further, besides the 
finance required, specialised manage¬ 
ment and technical and marketing skills 
are required. 

For speedy and efficient implementa¬ 
tion of the recommended proposals— 
these are long-term ones—it is essential 
that the Central and State Governments 
take the following steps: 

(a) announce the basis for fixing ethane/ 
propane price; 

(b) decide on the implementation pro¬ 
gramme for the Maharashtra and 
Gujarat complexes to ensure quick 
break-even loading; 


(c) take a tjfitek decision on tfie loca¬ 
tion of the plants; i 

(d) issue a package approval, encom¬ 
passing industrial licensing, MRTP 
approvals, etc., for modernisation, 
rationalisation; 

(e) commission a consultant (e.g. E1L) 
to survey the selected site, to carry 
out a feasibility study; 

(0 permit a debt/equity ratio of 3:1 and 
assure the support of the public finan¬ 
cing institutions to these projects. 

Thus, Bombay High gas is a valuable 
new resource which can serve as a much- 
needed spur to both the State and the 
national economy. But the associated 
gas is a non-renewable resource which 
can be expected to last no more than 20 
years. This lends a special urgency to the 
need for expediting decisions connec¬ 
ted with establishing the required pro¬ 
duction facilities for fertilizers and chemi¬ 
cals. Delays in establishing these facili¬ 
ties would lead to sub-optimal utilization 
of this co-produced gas which, because 
of the need for crude oil, is drawn con¬ 
tinuously along with oil from the wells. t 
As the mother cracker and downstream 
units cannot go on stream before 1986, 
even if the decision to proceed was taken 
today, the interim scheme for utiliza¬ 
tion of gas needs to be implemented 
without dalay. The opportunity is there 
knocking at our doors. The need is for 
quick decisions and expeditious action. 


South’s Share in 
Project Contracts 


The rising import bill on oil naturally 
compels attention on expanding ex¬ 
ports. The present share of India's ex¬ 
ports in total international trade is just 
about a fifth of one per cent (0.2J per 
cent) Immediately after the onset of the 
oil crisis, export earnings witnessed hand¬ 
some increases: from Rs 1971 crores 
of exports made in 1972-73. the jump 
has been impressive in the next four 
years: value of exports reached Rs, 
5143 eores in 1976-77 (the annual growth 
averaged 40 per cent). But since then, 
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^ ife growth has been slow and halting. 

1979-80 total exports were valued 

only Rs 6,135 crores (the average annual 
growth was less than 5 per cent). 

In this period unit realisation for a 
number of traditional commodities 
like jute, tea, coffee, . .improved. More 
important, export earnings from a 
number of products like cotton fabrics, 
handioom cloth, leather manufactures, 
engineering goods, chemicals and allied 
products, cotton apparel and handi¬ 
crafts registered remarkable growth. 
But, surprisingly, India did not make 
wgood use of the tremendous boom wit¬ 
nessed in the construction industry, ex- 
pecially in West Asia. 

State Bank of India recently organised 
in Madras a workshop on the promo¬ 
tion of construction contracts, turnkey 
projects and joint ventures. There is a 
specific advantage in a bank taking up 
such a task: it has good contacts with 
local business and industrial enterprises 
and is in a good position to know the 
specific requirements. With its large 
clientale within India State Bank is 
fnaturally in a better position than other 
banks to provide information and gui¬ 
dance to entrepreneurs. 

Minor Role 

The Chief General Manager, Madras 
local head office of the State Bank 
of India, S.K. Datta in his welcome 
address said that in project exports, 
exports of construction contracts, turn¬ 
key projects or joint ventures, South 
India has played its role on a very low 
f key. The share of the South has not been 
more than two per cent. The seminar 
sought to examine the reasons as to why 
the South had not been taking up this 
exercise. Mr Datta said that project ex¬ 
ports in areas like textile machinery, 
sugar machinery, electric power machi¬ 
nery. transmission line lowers, machine 
look, steel structural fabrication and the 
like have tremendous potential for ex¬ 
ports to countries in West Asia, Last 
Africa and South East Asia. 

SBFs Deputy Managing Director, Mr P.S. 
Vaidya, who inaugurated the workshop 
#referred to the growth made in recent 
years.: “The total Indian project bills 
during the last five ypars ending 1979-80 


has increased as much as five-fold and 
in terms of value has increased 
eight-fold. In 1979-80 alone Indian 
industrialists submitted bids for 429 
projects for a total sum of 
Rs 11.127 crores. Out of this as 
much as 62 per cent were sponsored 
by State Bank of India and its 
subsidiaries”, said Mr Vaidya. Mr 
Vaidyh also pointed out that in the field 
of construction contracts, turnkey pro¬ 
jects and export of capital goods the 
South was lagging far behind. 

State Rank oflndia indicated the scope 
for a big step up in exports to neighbour¬ 
ing countries: “Overall imports of Tran, 
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the gulf countries, Egypt and North 
African countries arc ejected to increase 
to $ 85 billion per annum. The oil rich 
countries of West Asia and North Africa 
are likely to spend $350 billion over the 
next five years. Quite substantial amounts 
are proposed to be spent by the develop¬ 
ing countries in South East Asia either 
of their own resources or from bids and 
loans on World Bank and other inter¬ 
national agencies. There is thus a tre¬ 
mendous scope for project exports,” 

To familiarise local managers of pro¬ 
cedural formalities. State Bank provided 
in the workshop for the participation by 
officials, of the Ministry of Commerce, 
Exchange Control Department of the 
Reserve Bank of India, the Industrial 
Development Bank oflndia, The Export 
Credit and Guarantee Corporation of 
India and senior officials of SBI. 

But the work done by entrepreneurs 
in seizing opportunites in these coun¬ 
tries is not much. This was highlighted 
by the Deputy High Commissioner for 
Sri Lanka in Madras, Mr S, Gautamadasa 
who addressed the delegates of the work¬ 
shop. He referred to the vast changes 
introduced by his government in liber¬ 
alising imports, removing the strin¬ 
gent exchange control regulations as 
also in offering attractive incentives and 
concessions for foreign investors. He 
referred in particular to the formation 
of the Greater Colombo Economic Com¬ 
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mission, Midi provided for a 
concessions which were hitherto 
available in his country for foreign |p-fj 
vestors. Some of these included: 
limit to equity holdings of the foreign ; 
investor, free transfer of all shares within | 
and outside Sri Lanka without exchange : u 
control, tax holiday upto 10 years, l 

Approved Projects 

Mr Gautamadasa .said that in 1979 | 
113 projects weie approved by the 
commission for the Investment Pro* ; 
motion Zone involving an investment . 
of Rs 2065 million. In the first 
six months of 1980 projects ap¬ 
proved amounted to Rs 2127 million, 
But in this, the share of India was not' 
much. Mr Gautamadasa also referred 
to the tremendous imbalance in trade, 
between Sri Lanka and India. Sri Lank&’s 
imports from India amounted to Rs 400 
million but its exports to India were only 
around Rs 20 million and pleaded for 
correcting this massive deficit. In parti¬ 
cular there was lot of scope for co-opera¬ 
tion in coconut, tea and other agro-ba$ed ;! 
industries and in mineral processing, 
Mr Gautamadasa said that Indian ' 
laws seem to discourage Indian invest¬ 
ments to Sri Lanka. He referred in parti- ^ 
cular to treating joint ventures primarily 
as a medium of export promotion; the 
discouragement of equity participation 
by Indian companies in such foreign 
ventures and the general reluctance of 
the Indian partners to establish joint 
ventures in Sri Lanka, particularly be- 
cause of lhe limited size of the local 
market. 

This takes one to the fundamental 
question or the impact of Indian joint . 
ventures abroad. Mr M.K. Raju, a lea- '! 
ding management consultant of Madras, , 
in his A.D, Shroff Memorial Lecture 
delivered last year referred to the high 
rate of abandonment of Indian joint 
ventures abroad and analysed the reasons 
therefor. Of 345 joint, venture projects 
that were approved, as at December ], 
1978, only 107 (31%) units were im¬ 
plemented and in production, 89 pro- 
jects were under implementation and 149 
projects (43%) were abandoned. Mr 
Raju made a study of the performance 
of those joint ventures in operation in a 
south-east Asian country. His survey of 
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SPAKE 
5 MINUTES 


and help somebody you know- 

be he a carpenter, cobbler, tailor, vegetable vendor, 
scrap collector, hawker or any other small earner. 

Tell him how he can earn more by improving 
his business with a loan from Central Bank. 



A little advice from you, a little urging, may help to change 
his life. And it doesn't cost you any money 1 Central Bank 
loan schemes for small earners cover the following groups 
(figures in brackets indicate approximate size of loan given) 

Carpenters (Rs. 2000), Tailors (Rs. 750), Cobblers (Rs 200), 
Hawkers (Rs. 1000), Fruit/Vegetable Vendors (Rs. 500), 
Scrap Collectors (Rs. 250), Roadside Tea Stali-cum-Eating 
House (Rs. 3000), Stall Owners (Rs. i5oo\ Potters 
(Rs. 1400), Papad makers (Rs. 1500% Basket makers 
(Rs. 250), Broom makers (Rs. 100 per borrower), Mat makers 
(Rs. 160), Rope makers (Rs. 600), Blacksmiths (Rs. sooo). 

These are term loans at reasonable rates of interest 
(4% to 10)%) given for equipment and raw materials, 
and for meeting working capital expenses and other sundries. 
They are repayable within 8 months to 2 years. 

So, if you know a deserving person, tell him about what 
Genual Bank can do for him. 

Central Bonk of Indie 

(A Government of India Undertaking; 

The bank that moves out to people and places 


«Aoe f/c«i/i.« 
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4| tt&nuf&cturiftg units operating in that 
country showed that 90 per cent of the 
Irms which commenced production were 
m serious financial trouble or were 
vulnerable. 

The recommendations made by Mr 
Raju included: 

A clear dclienation of the long term 
goals for Indian entrepreneurs in the 
world markets; 

The question of equity amount, mix, 
purpose for which used etc. must relate 
to the strategy of the Indian parent com¬ 
pany and blanket policies such as “equity 
through equipment only” must he avoi¬ 
ded; 

A more careful evaluation of the strate¬ 
gic stamina of Indian entrepreneurs and 
the preparedness of their organisation 
to undertake overseas manufacturing; 

To ensure that expatriate management 
must be competent; Indian entrepreneurs 
must not be allowed easy option of 
“abandoning the project,’* 

Thus studies and recommendations 
have not been wanting in this field. What 
is lacking is the co-ordination and synthe¬ 
sis of the vast amount of knowledge that 
has been accumulated over the years. 


FICCl’s Mid-term 
Economic Review 


Rblfxsing the Special Supplement on 
Mid-Year Revies* of the Economy, Mr. 
K.N. Modi President of FICCI, said: 
“We arc not still out of the woods. The 
economic situation presents a challenge 
which can be met only with utmost co¬ 
ordination among Government, Industry 
and Labour”. 

It is customary to take stock of the 
economy at the time of the Budget. A 
mid-year review enables a supplementary 
assessment which can be used to under¬ 
stand the trends and modify policies. 

Certainly, in the past four months, 
Government has initiated a number of 
instructive measures after a series of 
discussions with all interests concerned. 
This reveals Government’s keen desire to 


put the economy baek into shape and its 
sincere efforts to see tfafct results art forth¬ 
coming. 

The Industrial Policy Statement, the 
export promotion measures, the chaftge 
in the convertibility clause are some ot 
the important steps that were taken. 
More recently, the Finance Ministry an¬ 
nounced an increase in the rate of inter¬ 
est on debentures along with the enhance¬ 
ment in the debt equity ratio. It is also 
most welcome that investment of petro¬ 
dollars will now be allowed in the cor¬ 
porate sector without such investment 
being tied up with transfer of technology. 

Issues to be Resolved 

Considering the trends in the first half 
of 1980-81, it does appear that there are 
certain issues which have yet to be re¬ 
solved: 

—Industrial production in the first six 
months of 1980 was less by 3.2 per cent 
compared to the same period in 1979. 

- investment in the corporate sector in 
the past three years has been stagnant at 
around Rs 1,000 crorcs. 

—Prices in the first six months of 
1980-81 rose by 15 per cent. 

—The balance of trade deficit has been 
mounting and in the current year may ex¬ 
ceed Rs 4,000 crores. 

These trends are disturbing, and 
Government and Industry have to address 
themselves seriously as to how they can 
be reversed. 

The major barrier to the growth of in- 
dustiiai production has been the shortage 
of coal and power. It was expected that 
Government would take bold measures 
to improve the working of power stations, 
railways and coal mines. The problem 
essentially is one of industrial unrest and 
indiscipline in the three vital sectors. The 
Cabinet Sub-Committee, which has taken 
up this matter seriously, has yet to adopt 
elective measures which will bring about 
a total change in the sistuation. 

Equally serious is the matter about 
corporate investment. In real terms it 
is less than a half of the investment 
undertaken in the early 1960s. This re¬ 
ally means that we are adding to produc¬ 
tion capacity in the industrial sector at 
the rate of only about 2 per cent per 
year. In the immediate future, invest- 
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meat has to be stepped up to Rs iQPO 
crores per year and by the end of tftll 
decade to Rs 5,000 crores. 

This is possible. How can it be dona ? 

-First, companies must be abb to re* 
place assets. In a period of rising prices, 
depreciation based on historical cost be¬ 
comes utterly inadequate Hence, some 
kind of indexing of depreciation or pro* 
viding for free depreciation, as in the 
UK, would be necessary. 

Second, the industry should be in a 
position to save, after, paying taxes and 
dividend. As it is, dividend is low in 
relation to interest and hence the capital 
market is nearly dead. Hence a reduction 
in company taxation or exemption of 
dividends upto 12 per cent from taxable 
income of companies is called for. 

-Third, the terms and conditions 
imposed by the financial institutions have 
to be realistic. More particularly, pro¬ 
moter’s contribution in the financing of 
the project by now companies and those 
located in backward areas, has to be 
reduced. Considering the state of the 
capital market and retained earnings of 
the corporate sector, promoter’s contort* 
bution should not exceed 40per cent of 
the equity. 

ReasonaMs Return 

It goes without saying that new projects 
should be viable. If any industries are 
subject to controls on prices or distribu¬ 
tion, these have to be such as to yield 
u reasonable return. 

While Government is taking steps to 
minimise the price rise, it must be admit¬ 
ted that without rapid expansion of 
production any chock on prices may be 
difficult. 

Prices cannot be controlled through the 
regulation of money and credit. In fact, 
such steps can have a kick-back because 
they tend to depress demand which may 
create additional dilficultics in production 
expansion. Since April this year, money 
supply has declined by 2.5 percent. This 
is not a planned measure, it is due to 
the drawing down of foreign exchange 
reserves. Even so, it is desirable to make 
good this shortfall through additional 
expenditures on plan projects. The deci¬ 
sion to stop the impounding of 10 per 
cent of additional deposits was overdue. 
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At the same time, industry and trade have 
to be allowed to borrow adequately to 
meet the needs of production and distri¬ 
bution. Interest on bank credit, which 
has gone up to the unprecedented level 
of 19 per cent, has to be brought down* 

It is imperative that exports have to 
expand and imports reduced to achieve a 
healthy balance in the external payments 
position. Government is keenly aware of 
this need and has announced a number 
of measures. Industry is equally cons¬ 
cious of its responsibility. 

The facility offered to 100 per cent 
export units is welcome. Export is a very 
risky business. To be more effective, 
therefore, the facility has to be extended 
to units which export more than 60 per 
cent of their output and to anciliaries 
which supply components to the ex¬ 
porting unit. 

Industry on its part will respond to the 
new policy, rennovatc technology and 
improve quality of products to be inter¬ 
nationally competitive. 

Import substitution has an equally vital 
role. Currently, foreign exchange to the 
extent of over Rs 2000 crores is spent on 
import of a variety of items which can be 
manufactured, with advantage, within the 
country. Further, opportunities have to 
be offered to private business to enter 
energy lines like oil exploration and re¬ 
fining, and coal mining. 


Self-Inflicted Wounds 


In the chairman’s statement of the Tata 
Oil Mills Company Ltd, for 1979-80, 
Mr J.R.D. Tata referred to the “‘self- 
inflicted wounds” on the country’s 
economy, caused by industrial unrest. 
He said that “the perpetual turmoil 
prevailing in the labour field of Indian 
industry and the resulting disruption of 
production, wages and corporate earnings 
year after >ear is a matter of grave con¬ 
cern”. He remarked that it was not his 
intention to apportion the blame for this 
situation on management, labour leaders, 
politicians and the Government but, at 
the same time, pointed out that “too 
long have trade unions and labour 
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leaders of different political affiliations 
used iudustrial disputes as a weapon of 
inter-union rivalry”. 

The immense loss caused to the coun¬ 
try’s economy by the chaos in industrial 
relations has been clearly highlighted on 
several occasions in the past but there is 
no indication >et of any serious efforts 
being made to bring about harmony in 
this vital sphere. 

Complicated Problem 

The problem is, of course, complicated 
but even so, it is for the Government 
to take the initiative in this matter and 
to enforce some discipline in labour- 
management relations. The Prime Minis¬ 
ter, Mrs Gandhi, did some plain 
speaking to the trade union leaders 
when she met them in New Delhi on 
July 1. She reminded them of the in¬ 
crease in the loss of man-days due to 
strikes and lock-outs from 12.75 million 
in 1976 to 25.32 million in 1977 and 
43.9 million in 1979; and she regretted 
that even workers manning important 
services like cranes in ports, locomotives 
on railways, pumping stations in 
water works, and generating plants in 
the power system resorted to strikes on 
flimsy grounds. She warned that “no 
Government, specially in our present 
economic situation, can afford to be 
cowed by such anti-social demonstrations 
of irresponsibility by a few”. 

But the Government seems reluctant to 
adopt firm measures to improve industrial 
relations. It was reported recently that 
the Government was considering impos¬ 
ing a ban on strikes and lock-outs. But 
the Minister of State for Labour, 
Mrs Ram Dulari Sinha, has clarified that 
the Government has no such intention. 
She told the Consultative Committee of 
Parliament attached to the Labour Minis¬ 
try on October 28 that since strikes were a 
legitimate weapon . of workers as lock¬ 
outs were of employers, both sides should 
avoid precipitate action in the national 
interest. 

But the country is concerned not so 
much with the strikes which are resorted 
to by workers for redressing their griev¬ 
ances but with those which are clearly 
politically motivated. What is even more 
regrettable is the tendency of some State 
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Governments to lend their powerful 
support to such strikes and connive at 
acts of violence committed by workers.* 
The Chairman of the DVC, Mr P.C. 
Luthar, told reporters in Calcutta on 
October 30 that though he was assaulted 
on October 1, the police had not taken 
any action against the guilty persons 
under the law. Lie said that not only the 
strikers but also the non-strikers and 
loyal workers were entitled to enjoy de¬ 
mocratic rights. The DVC Staff Asso* 
ciation, the DVC Shramik Union, and 
the DVC Mazdoor Union have announced 
their intention to go on an indefinite 
strike at all DVC establishments from" 
the third week of November. demanding 
restoration of the recognition of the Staff 
Association, Whether the strike will 
succeed or not remains to be seen. But 
it seems unlikely that the unions will 
have taken this decision unless they had 
the tacit support of the West Bengal 
Government. 

The DVC Staff Association has said 
that it will be willing to condemn the 
attack on Mr Luthar, provided it is 
actually proved by an impartial body. ^ 
In other words, the Association seems to 
suggest that Mr Luthar’s injury was self- 
inflicted ! 

Jute Growers 
to Unite? 

The West Bengal Government has been 
vigorously pleading for protecting and 
promoting the interests of the jute culti¬ 
vators. It has repeatedly drawn the atten¬ 
tion of the Government of India to their 
sad plight arising from the failure to pro¬ 
vide remunerative prices for their crop. 
Considering the vital role of the jute 
industry in the economy of West Bengal, 
the State Government’s concern for the 
growers’ welfare is fully justified. It seems 
all the more surprising therefore that at 
the annual meeting of the Indian Jute 
Development Council, held in Calcutta 
on October 28, the representatives of 
the Government of West Bengal were 
conspicuous by their absence. The meet¬ 
ing was attended by the senior officials 
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Of the Government of India dealing with 
^jute, representatives of the jute growers 
and the industry and of the jute 
producing State Governments other than 
West Bengal, it is hoped, however, that 
the Government of West Bengal would 
give careful consideration to the obser¬ 
vations and recommendations made at 
the meeting and take effective steps to 
implement them. 

Lack of Attention 

This was tho 14th annual meeting of 
the Council but its proceedings showed 
that the problems relating to the develop- 
1 ment of jute have not received proper 
attention from the Government of India 
and the State Governments concerned. 
Many of the issues discussed on this occa¬ 
sion had been raised at the previous 
meetings of the Council but it seems that 
there has been no regular follow-up ac¬ 
tion. The usual complaints weie made 
about the lack of infrastructural facilities 
like warehouses and paucity of funds as a 
result of which the Jute Corporation of 
India and the State cooperatives have 
been unable to protect the growers’ in¬ 
terests and left them at the mercy of the 
mill agents and private traders. 

Mr Ataur Rahman, Chairman of the 
Jute Development Council, stressed the 
need for the formation of growers’ asso¬ 
ciations to strengthen the bargaining 
power of the unorganised jute/mesta 
growers. But how far is this proposal 
practicable ? Even if such associations 
are formed, will they be able to function 
properly and make their influence felt on 
the Central and the State Governments as 
well as on the jute industry ? The Indian 
Jute Mills Association is one of the best 
organised industrial bodies in the country 
and it has been in existence for nearly 
100 years. Even so, it has not been able 
to achieve much success in developing the 
industry on sound lines. Is it there¬ 
fore realistic to expect that the jute 
growers’ associations can effectively pro¬ 
tect their interests ? 

Mr Rahman said that the farmers were 
not receiving fair prices and that in some 
places these were below the statutory 
minimum fixed by the Government. He 
disclosed that the Jute Corporation pur¬ 
chased not more than 10 per cent of the 
total jute production in the country. He 
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called upon the corporation and other 
agencies to buy the entire crop in order 
to ensure remunerative prices to the 
farmers. 

Mr Rahman also stressed the need for 
formulating a national jute policy. He 
said that it was necessary to examine the 
cost of production of jute/mesta to ensure 
economic pricing and to adopt improved 
methods for collecting and disseminating 
statistical data relating to the acreage, 
production and marketing of jute. He 
also pleaded for the development of new 
varieties of jute production in collabora¬ 
tion with modern textile technology. 
These suggestions had been made on 
several occasions in the past. The task 
force on jute, which is now examining the 
various problems of the industry, may 
look into these aspects and recommend 
on what lines a national jute policy is 
to be evolved. But what are the pros¬ 
pects of its implementation ? Mr Rahman 
revealed that the grading system, intro¬ 
duced in 1976, was rarely followed and 
that the growers were still selling their 
produce in an unassorted form since 
they were not acquainted with the speci¬ 
fications laid down by the Indian Stan¬ 
dards Institution. Similarly, the pro¬ 
gramme for the intensive cultivation of 
jute was introduced in 1972-73 but its 
implementation in many districts has 
suffered due to inadequate irrigation and 
lack of quality inputs. 

Dereliction of Duty 

The Secretary of the Jute Development 
Council, in his report, revealed that the 
State and district officers, vested with the 
authority to prevent the sale of raw jute 
at prices lower than the statutory mini¬ 
mum, had not properly exercised their 
power. Consequently, during this year, 
the falling trend in the raw jute pri es 
in the Calcutta terminal markets caused 
a slump in the markets in Assam, Bihar, 
UP, Orissa and North Bengal. Mean¬ 
while, it is reported that jute mills 
are having problems in purchasing the 
fibre from the JC1 under the compulsory 
quota order issued by the Jute Commis¬ 
sioner because they do not get the speci¬ 
fic grades they require to match with 
their pattern of production. 

It is clear therefore that even if a 
national policy for jute is evolved, the 
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cultivators may still suffer unless 
authorities concerned both at the Centrttl 
and the State levels shod their lethargic: 
attitude and take a genuine interest in; ; 
the growers’ welfaie. ) i 

NRE Programme 

The FouD-for-Work Programme, now ■ 
renamed the National Rural Employment 
Programme (NREP), has not been slowed 
down, the Rural Reconstruction Secre¬ 
tary, Mr S.C. Verma, told newsmen in 
New Delhi recently. In all, 2.1 million 
tonnes of foodgrains have been released 
this year to the States under this program¬ 
me, including 400,000 tonnes released 
recently. The programme has now 
been taken up as a regular Plan pro¬ 
gramme. 

Besides foodgrains, the Centre is giving 
Rs 70 crores this year as outright grant to 
States as the material component of the 
programme. The total outlay for the 
programme this year is envisaged at 
Rs 340 crores, comprising Rs 270 crores 
as the wage component and Rs 70 crores ■ 
as the material component. 

Of the 2.1 million tonnes of foodgrains 
released to the States this year, actual 
utilisation by them till September was 
only 1.1 million tonnes. “We will watch 
the situation before any further releases 
are made”, said Mr Verma. 

One of the changes brought about in 
the programme this year is in the rice- 
wheat ratio in the allocation. Against 
50 : 50 ratio earlier, the rice component 
now is 80 per cent. 

Mr Varma further stated that in 1979- 
BO the Food-for-Work Programme creat¬ 
ed 1,000 million mandays of work, 
equivalent to providing employment to 
five million people for 200 days. 

The new formula for allocation to the 
States under the NREP is the proportion 
of population of small and marginal far¬ 
mers and landless labour as well as the 
incidence of poverty. One of the stipu¬ 
lations this year is that each worker 
would be paid not more than three kgs 
of grains a day Alternatively, it could 
be two kgs of grains and the rest in cash. 
All this would be debited to the Central 
Government account. 
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Shrttam Chemicals offers you two outstanding benefits: first, top quality 
PVC in a variety of grades for a variety of applications; second, free advice on new 
uses of PVC for pioneering new products. 

You can truly innovate in PVC * with the help of our well equipped, expert technical 
advisory service, backed by sustained and specialised Shriram research. . 
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Window on the World 

' Will the US Recovery 

be Sustained ?! 

, «>•' 


The US economy is entering the final 
quarter of the year with upward momen- 
(fcurn. Latest data on production, sales, 
and employment indicate that a turn- 
round got under way in the third quarter, 
with “real” GNP rising at something 
above a one per cent annual rate. If 
final figures confirm that modest growth, 
the 1980 recession will have been the 
shortest in business-cycle history. 

War between Iran and Iraq, assuming 
it does not drag on or engulf other 
Middle East countries, does not seem 
likely at this point to alter materially the 
pattern of US economic recovery. Oil 
inventories are considerably above nor¬ 
mal and that should work to limit price 
increases aud prevent shortages. That’s 
important to the auto industry at a time 
when it is bringing out its new models. 
With limited capability to produce 4- 
cylinder models (probably no more than 
3 million in the 1981 model year), the 
improvement during the summer months 
in sales of medium and full-size cars needs 
to continue if Detroit is to realize its 
hopes for total auto sales of 7.5 million 
or thereabouts in 1981. The fact that 
gasoline supplies are relatively ample now 
is a helpful conditioning factor. 

But while the threat to budding cycli¬ 
cal recovery from the lran-Iraq conflict 
does not seem large at the moment, 
doubts about the durability of the upswing 
are beginning to surface for other reasons. 
Chief among thede is the increasingly 
restrictive stance of Federal Reserve 
policy—as signalled by the sharp climb 
of interest rates over the last several 
months. As of early October, short-term 
interest rates were up in some instances 
, more than four full percentage points 
from their recession lows of last spring, 
while long-term rates were up between 


two and three percentage points. This is 
an unprecedented climb so near a cycli¬ 
cal bottoming of the economy. And it 
dramatically underscores the fact that the 
Federal Reserve’s customary posture 
for this stage of the cycle—one of trying 
to nurture recovery by keeping interest 
rates down- is not being repeated. 

The Fed’s atypical policy stance ob¬ 
viously raises the question of whether 
activities that arc heavily credit-depen¬ 
dent can proceed with enough vigour at 

The Sharp Climb in Interest Rates 



Mid 

June 

Start of 
October 

Change 
in basis 
points 

Federal funds 
Three-month 

9.68 

13.00 

+332 

Treasury bills 
Prime commer- 

6.44 

11.44 

+500 

cial paper 8.03 

Morgan Guaranty 

12.88 

+485 

“prime rate” 
Long-term 

12.00 

13.50 

+ 150 

Treasury bonds 
New Aa 

9.64 

11.74 

+210 

utility bonds 

10.88 

14.00 

+ 312 


current levels of interest rates to keep 
general cyclical recovery going. Housing 
activity is a prime 1 focus of concern— 
inevitably so as mortgage rates have 
pushed back to the 13-14 per cent level 
that triggered buyer resistance earlier 
this year. And increasing worry is being 
voiced by the auto industry about the 
ability of auto dealers to cope with the 
mounting costs of financing showroom 
inventories. 

What especially worries many analysts 
is that there can be no certainty of a 
movement back toward lower interest 


rates any time soon. This is partly; 
because the key monetary aggregates 
remain in the vicinity of the upper boun- 
daries of the target ranges set by the Fed. 
That implies the possibility of continued 
caution by the Fed for quite some time 
in supplying bank reserves. Moreover, 
an even less accommodative monetary 
environment could well be ahead for 
1981. This is so since the Fed—under 
Congressional pressure to specify its 
money-growth target objective for next 
year—has tentatively indicated that the 
upper boundaries of growth for all aggro- 
gates are to be lowered by one half a 
percentage point for 1981. If the Fed in < 
fact pursues that objective with determi* ’ 
nation, the possibility certainly exists that* 
there may not be, sufficient means of , 
financing in the economy to accommo¬ 
date even sluggish recovery. 

Source; The Morgan Guaranty Survey 


Japan’s Role in the 
1980s 


What are the prospects for the Japanese 
economy following the recent increases 
in oil prices? Oil supplies more than 
three-quarters of Japan’s power genera¬ 
tion compared with 45 per cent in the 
UR, 50 per cent in the USA and 52 per. 
cent in West Germany. How do the 
Japanese see their future and what Are 
their objectives? Where will be the main 
trade thrust? Is it possible for Japan to 
become the foremost nation by the end 
' of this century as is predicted by the 
OECD, Herman Kahn and other futuro¬ 
logists ? 

These questions and many others arc 




1039 


NOVEMBER 7, 1980 




answered in the latest report of the Thil does not mean that they will not 


Economist Intelligence Unit "Japan’s 
Role in the 1980s” (£4&). 

The points from the scenario which 
emerges include the following: 

1. Japan has the most specific plan for 
energy saving of any of the leading coun¬ 
tries and it is already being diligently 
carried out. Oil use is already being 
cut by 15 MN kl a year (5 per cent) and 
by 1985 its share of total energy demand 
is projected to fall to 63 per cent (actual 
1977 was 75 per cent). The share of 
nuclear power is projected to rise from 
two per cent in 1977 to seven per cent in 
1985, doubling to 14 per cent in 1995. 

2. In foreign policy Japan has reached 
a turning point. Its low diplomatic, 
political and military profile is now in¬ 
appropriate. Defence spending will 
steadily increase and Japan has already 
veered from links with the USSR in 
favour of China and will continue to in¬ 
tensify its interest in South Korea and 
South East Asia. It is supporting ASEAN 
and envisages a Pacific Community. 

3. A large part of Japan’s industrial 
activities will be developed into the newly 
industrialising countries. Japan will con¬ 
centrate on much higher technology pro¬ 
ducts, initially these will be research and 
development intensive, followed by so¬ 
phisticated assembly items which in turn 
will be followed by knowledge intensive 
industry such as information processing 
and retrieval, engineering and consultancy 
services. 

4. The major difficulties of trade im¬ 
balances will be with West Asia, the USA 
and Western Europe. But, there is un¬ 
likely to be an immoderate, non-nego- 
tiable protectionist reaction in Western 
Europe. The general situation will be 
eased by economic development in South 
East Asia where Japan is likely to build 
a rapidly growing export surplus. The 
USA’s share of trade with Japan will 
decline. As Japan increases its search 
for basic resources its dealings with 
Australia, Latin America and Africa are 
likely to increase. 

5. Japan is seeking security in the 
1980s with its entrepreneurs planning for 
staying power rather than new ventures. 
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readily seize new opportunities but only 
that the stress will be on stability rather 
than competitive edge. The role of the 
small enterprise will continue to be vital 
particularly in light manufactures and 
processing. 


The Dying Sea of 
Azov 


Last summer brought for the Azov 
fishermen in Russia a lot of happy work: 
they pulled out from the sea nets full 
of salmons, breams, herrings and carps. 
This increase in the number of fish was 
caused bv last spring’s heavy flood in 
the usually quiet Don. The mighty 
flow of fresh water into the Sea of Azov 
decreased the salinity of the sea by 10 
per cent. However, this did not restore 
permanently the character of the sea 
water which had been formed over the 
course of centuries. The influx of fresh 
water brought the Azov waters to their 
original low-salinity condition only for 
a short while. 

Such was the sea of Azov until the 50s 
when it became necessary to divert the 
river waters for meeting the needs of 
the rapidly developing industry and agri¬ 
culture, power engineering and com¬ 
munity and municipal services. The Azov 
basin has a population of over 30 million 
people. There are gigantic industrial 
complexes in the Donets coal basin and 
the Kursk iron ore deposits, thousands 
of square kilometres of irrigated land, 
dities with populations of millions. The 
Don and the Kuban rivers, the main 
source of water supply in the region, 
have always carried to the sea about 41 
cubic kilometres of water a year, whereas 
now the Sea of Azov gets no more than 
28 cubic kilometres of fresh flow. 

This had a significant effect on the fish 
resources of the sea: spawning grounds 
became shallow. Conditions for the in¬ 
crease of fish, therefore, became less 
favourable than before. The salinity of 
the Sea of Azov increased and without 
the usual fresh water flow, it gave way 
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to the inflow of more salty waters from tie 
Black Sea coming through the Kerch j 
Strait. From there came the big jelly¬ 
fish, rivals of the Azov fish, which eat 
up their feed, plankton. The entire ecologi¬ 
cal system of the Sea of Azov changed 
under the impact of increased salinity 
and pollution of the waters. The adverse 
effects of human activity could be felt 
here in terms of the impact it had on 
the water resources of the basin. And 
the Sea of Azov has since considerably 
reduced its supply of delicate fish. In 
1978 fishermen caught five times less 
fish than what they caught in the 30s, 
while the catch of valuable varieties 
dropped almost by 15 times. 

Increased water consumption, on the 
one hand, stimulated the intensive deve¬ 
lopment of the area’s economy, and, 
on the other, had a negative impact on the 
ecological balance. So the problem of 
Azov emerged. 

In order to solve the problem and 
remedy the damage a sea simulation 
model has been developed which enables 
the scientists to understand the changes . 
that are taking place in the water mass. 

Computer Analysts 

The computer has analyssed 25 mix¬ 
tures of the water of the Black Sea with 
the Sea of Azov. It has also taken into 
consideration the combined effect of 
the regulation of water from the Black 
Sea that the proposed Kerch dam will 
exercise and the flow of the rivers which 
are now bringing fresh water to the Sea 
of Azov. The minimum volume of flow 
which the dam will not be able to stop 
has also been determined and the effect 
this will have on the salination of the 
Azov Sea. 

According to estimates, the Kerch 
dam’s effect on the Sea of Azov ecosystem 
is equivalent to ap additional inflow of 
five cubic kilometres of fresh water a 
year. But the specialists calculations have 
shown that this is not sufficient to main¬ 
tain the salinity of the Sea at a level which 
will ensure relatively good conditions 
for fish breeding. But even if the dam is 
constructed, from where will be s 
balance of the 9-10 cubic kilometres of 
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Now! A new concept 
in International banking 
For the first time... 
Indian Bank 
Bank of Baroda 
Union Bank of India 
join hands to form 



. i- 


IBU International Finance Ltd. 
With Headquarters in Hongkong 

So that you've not one, not two, but three 

professionals working for you in the heart of Asia's' 

money market. 


Here it is. A joint venture that's 
equally and jointly owned and 
operated by India's three 
nationalised banks. Indian Bank. 
Bank of Baroda and Union Bank 
of India. Formed with the 
objective of meeting your bank¬ 
ing needs in Asia. And to help 
you in setting up joint ventures 
in South East Asia. IBU—a 
deposit taking Company with an 


entire spectrum of banking 
services except retail Banking 
locally. 

Why Hongkong? 
The reasons are many. The 
foreign trade in Hongkong from 
1976 has increased by 152%. 
Hongkong’s close and cordial 
relationship with U K and China 
has given Hongkong a special 
status. There are four organised 


stock exchanges which have 
created.the right climate for 
growing industries. To you. to 
us, all these things simply mean 
this: If you want to arrive in the 
Asian business scene, arrive 
through Hongkong. 

Come to IBU International 
Finance Ltd. And put three 
professionals to work. For you. 


IBU International Finance Ltd. 11th Floor 

A Company specially created «M 8 Queen 9 ?'tSSoSSS 
for your banking needs in Asia. vHv Hongkong 
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pRrtefe* Which the Sea If Azov will need 
Annually by the end of the century, come? 

It may be possible to "borrow” the 
water from the northern rivers and lakes 
in the European part of the USSR and 
transfer it to the Don basin via the Volg$ 
and a system of canals. This is the opi¬ 
nion of scientists. Though this project 
would involve an expenditure of thou¬ 
sands of millions of roubles, intensive 
scientific research is being conducted 
which will make its realisation Feasible, 
Keeping in mind the transfer of northern 
waters, 50 combinations of this water 
with the waters of the Sea of Azov have 
been tried on the model. 

Scientists are, therefore, working on 
a long-term programme for restoring the 
original character of the Sea of Azov 
so that it becomes once again conducive 
to fish breeding. According to experts 
the sea as it is today is capable of breed¬ 
ing much more salmon than uhat is 
being bred now. This fish can live in 
water with much higher salinity than the 
sea has today. Therefore, the Sea of 
Azov must become a sea of salmon 
without linking this problem with the 
improvement ol ecological conditions. 


World's Biggest Oilfield ? 

Speculation over the viability of the Hibernia 
exploratory well* off the coast of Newfound¬ 
land, ended recently when Gulf Canada 
Resources Incorporated announced that the 
well was “by far Canada’s most prolific dis¬ 
covery ever*’. 

But R.H. Carlyle, Gulf's senior vice-presi¬ 
dent told a two-day conference on resource 
management that the Grand Banks alone 
may represent the largest oilfield ever found 
in the world. 

He said industry estimates show that the 
area has oil reserves of at least ten billion 
barrels and potential gas reserves of more 
than 15 trillion cubic feet. 

He added that the Hibernia test well, in 
which Gulf and Mobil Oil Canada Untiled 
are partners, will tap between one billion and 
two billion barrels of oil itself. He said this 
Indicates a probable production capacity in 
excess of 20,000 barrels a day. 

The largest oil discovery in Canadian his¬ 
tory was the Pembina field in Alberta during 
the 1950s. Pembina's yield of recoverable 
conventional light and heavy crude was 
pegged at 1.5 billion barrels, of which 875 
million barrels had been produced by the end 
of 1978. The National Energy Board esti¬ 
mated Canadian reserves of recoverable 
conventional light and heavy crude at 5-8 
billion barrels at December .11, 1978. 


" , t <• ' s ' "| ' ' “ ' , r', 1 7“ 3 ’ 

To this end necessary ■ equipment ana 
facilities must be built. Moreover, local 
ichthyologists arc conducting research 
which will make it possible to increase 
two-fold the survival rate of fish fry. 

Source .* Soviet Land 
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No Ship, But a 
Shipping Boom 


Ice?, gqtects ms 


pany’s sales wilt be up to about SI30 mil- , 
lion this year. “We think well be able to 9 
go on selling these rigs for another 
five or ten years,” he says. 

He and Davie’s president and chief 
salesman William White decided in 1979 
there was no point in waiting for 
shipbuilding to pick up. They decided to 
build drilling rigs, which are much in de¬ 
mand in the Maritime^ and anywhere 
offshore oil is to be found. Davie now 
ranks third in the world as a jack-up rig 
manufacturer. 


Quebec's major shipyards are booming, 
even though they will not build more 
than one ship in 1980. 

Vickers Canada Limited, Davie Ship¬ 
building Limited and Marine Industries 
Limited, are expected to turn out more 
than $400 million worth of such things as 
offshore drilling rigs, railway cars and 
nuclear reactors this year. 


Marine, the only one of the three coni- 
panies with a ship under construction, 
lost $3 million last year. But it expects to 
turn a profit this year through sale of 
generators and turbines to the James Bay 
hydro-electric project. 

Source : Canada Weekly 


Vickers, based in Montreal, was the 
first to diversify. 

It scaled down its shipbuilding activi¬ 
ties in 1969 and by 1975 had shifted its 
attention to the more lucrative defence 
business, refitting Canadian warships and 
building classified armaments for the 
United States Defence Department. It also 
thrives on refitting commercial ships and 
building components for Candu nuclear 
power stations. 

President Harold Blakley said the com¬ 
pany has been profitable all along, but is 
now growing at an annual rate of 10 to 
15 per cent. He projects revenues of bet¬ 
ween $75 million and $100 million this 
yean 

Davie and Marine have followed Vic¬ 
kers’ example. Davie is now producing 
drilling platforms, while Marine’s revenu¬ 
es come increasingly from rail cars and 
hydro-electric generating equipment. 

Davie, the largest industrial employer in 
the Quebec City area; faced a grim future 
just two years ago. The slump in ship 
demand has emptied its order books and 
the number of workers had fallen to 
1,400 from 2,500. 

Employment has since climbed back to 
2,200 and the company has $200 million 
in orders for jack-up drilling rigs. 

Louis Rochette, Davie’s chairman and 


Bribery Around 
the World 


According to an article in Business 
International , September 26, 1980, the 
Governments of France, the UK, Ger¬ 
many and Japan display a double stan¬ 
dard when it comes to bribery at home 
and elsewhere. Within their own borders, 
they impose strict penalties to discourage 
any wayward civil servants. However, 
when it comes to companies making 
questionable payments to officials in 
other countries, the Governments not 
only lend to look the other way but 
practically encourage them. Their laws 
regulating taxes, foreign exchange trans¬ 
fers and political donations facilitate such 
payments as well as protect the anony¬ 
mity of the donor and the recipient. 

In sharp contrast to their tough stance 
on bribery at home, these Governments 
rarely challenge the amount or destination 
of "commissions” paid overseas. As a 
general rule, officials say that they consi¬ 
der each large sum on its own merits and 
examine those which are disproportionate¬ 
ly large in relation to the size of the 
transaction. Business International sour¬ 
ces indicate, however, that although com¬ 
panies must register these payments with 
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the central banks and pledge to the lax 
authorities to make the name of the 
i beneficiary available if asked, such checks 
are rarely made. 

In order for such payments to be tax 
deductible, firms generally must justify 
them as legitimate commercial expenses 
or prove that business would be lost if 
they were not made. These claims are 
rarely challenged. In Japan, those com¬ 
panies unwilling to risk the outside chance 
of Government involvement do not de¬ 
duct these expenses and list them as “un¬ 
accounted-for expenditures/* 

, In Germany and the IJK, Government 
k export-insurance agencies indicate that 
they will not honour claims in which 
bribery is the major issue. The German 
export-credit insurance agency, Hermes 
makes it clear to German suppliers that 
if they are refused payment in a foreign 
country because of bribery charges they 
may not be covered. Similarly, although 
UK export-insurance contracts do not in¬ 
clude any clause that deals with bribery 
or graft, officials acknowledge, “We 
would probably invalidate a part of our 
commitment to pay, if bribery came 
' to light.” 

The French export-insurance agency 
Coface is not so squeamish. It openly 
supplies a tally of customary bribes 
around the worid as a service for French 
companies. 

Source; Business International 


Brasher Doubloon 
Could Fetch $1 Mn 


Will a coin ever sell for a million 
dollars ? Some collectors believe the day 
is not far off. In recent months paintings 
and old stamps have sold for record sums. 
So why not coins 7 

In fact, according to the experts, the 
value of old coins is soaring even faster 
than that of Old Masters. 

There is, they say, an explosion in the 
coin market unequalled in history. Some 
coins have increased in value a pheno¬ 
menal 1,000 per cent in the last ten years. 
Some have tripled, even quadrupled, in 
value in the past 12 months. 


To take some examples: An 1883 
American nickel which was worth 88 in 
1966 is now worth $700. A 1914 $10 
dollar gold piece worth $110 just 15 years 
ago is now worth $80,000. Even an 
American buffalo-head nickel minted m 
1913 is now worth close to $800. 

The big sensation at the latest Sotheby 
Park Bcrnct coin auction in New York 
was the sale of the Panama Canal comm. - 
morative eight-sided $50 gold piece. The 
dealer who bought it for $40,000 thought 
he had a bargain He said afterwards he 
had been prepared to pay twice as much ! 
‘There are, after all,’ he said, ‘only 300 
of the coins in existence. They are a 
real rarity/ 

But it is not only old American coins 
that are fetching big prices. Old Roman and 
Sicilian coins- in silver and gold-dating 
back to 400 BC and thereabouts s 11 for 
as much as $30,000 these days. Re.ently 
a gold Egyptian drachma dating back to 
the days of Ptolemy VI went for $25,000. 

One of the most avid c<>Ucc(o?s of old 
coins in America is Dallas millionaire Mr, 
Nelson Bunker Hunt- - the man whose big 
investments in silver created headlines 
around the world earlier this year. Last 
year he paid $20 million for a collection 
of old coins that included a coin struck in 
460 BC in Greece—a coin roughly the 
size of an American silver dollar-that is 
alone worth almost a million dollars. 

According to coin dealers such as 
Bruce McNall of Beverly Hills, California, 
who handled the Bunker Hunt deal, old 
coins are increasing in value at the rate 


of at least 20 per cent a year— whie^ fe: 
better than diamonds* And means tbe 
Hunt investment is already worth $24l 
million or more. ; 

Some collectors—and oven some dea¬ 
lers—say the market has gone crazy. It' 
is another example though of the way;; 
many people today, and not just Atneri*? 
cans, are rushing to find new—and they] 
hope safe - ways of investing their money, ' 
as a hedge against inflation. 

What about the first million dollar 
coin ? It may not be too far off. 

There are several coins that are const* 
dered to fetch that much if, or when, they 
come up for sale. The most likely con¬ 
tenders, according to numismatists, is the 
American Double Eagle—or $20 gold 
piece—that was minted in 1849. Or the 
850 gold piece that was issued in 1877. 

The 1849 Double Eagle is unique, only 
one example is known to exist. And 
there are only two examples of 1877 coin. 
At the moment all three are in the 
Smithsonian Institution in Washington, 
and unlikely ever to be offered for sale. 

Amoiig coins that feasibly might come 
on the market, and might fetch a million 
dollars, is the famous Brasher doubloon. 
Made by New York goldsmith Ephraim 
Brasher, there are believed to be only 
seven still in existei&e. 

The last time one was auctioned, it 
fetched $725,000. The n*xt time, if prices 
of old coins continue their present upward 
trend, it should easily fetch the magic 
million dollars. 

Source : Asian Digest, 
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Plywood 


The blockade on the movement of ply¬ 
wood imposed by the Assam agitators 
has caused substantial hardship to the 
consumers of this important commodity, 
especially in northern India, where most 
, of the supply came from Assam. Ever 
since the imposition of the blockade on 
April 22, the availability of all qualities 
; of plywood has become difficult and the 
available items are being sold at exorbi¬ 
tant prices. On an average the prices have 
risen by as much as 150 per cent for the 
little plywood that is available. 

Ever since the blockade was imposed 
the wholesale and retail trade has shrunk 
' considerably. This was bound to happen 
because Assam contributes nearly 70 to 
; 80 per cent of the total production in the 
, country. The other three States where 
plywood manufacturing units are locat¬ 
ed arc West Bengal, Kerala and Karna¬ 
taka. 

Within Assam, increasing stocks and 
the total suspension of acuvity have put 
both industry and the workers in a diffi¬ 
cult situation. Plywood is the second 
biggest industry in the State providing 
direct employment to more than 20,000 
and indirect employment to more than 
50,000 workers. 

Piled Up Stocks 

With continued blockade stocks worth 
Rs 20 crores are reported to have piled 
up. The situation has worsened when 
the units declared lock out. During these 
months construction, furniture, railway 
and defence undertakings in the country 
have suffered due to non-availability of 
plywood. Moreover plywood manu¬ 
facturers have stopped exporting and 
quoting against global tenders and the 
possibility of attaining the year’s export 
target of Rs 18 crores has become impos¬ 
sible. 

It has been reported that plywood has 


: A Victim of 


been secretly moving into Delhi in .small 
quantities. Those involved in the trans¬ 
portation operations are reported to be 
making considerable sums. Some manu¬ 
facturers have been trying to reduce the 
stocks and seem to have evolved tightly 
controlled movement operations. 

The few truckloads that arrive now 
fetch substantially high prices which arc 
85 per cent to 150 peF cent above the ori¬ 
ginal value. As a result, 12 mm ply¬ 
wood, which was selling earlier at 
Rs 3.50 to 4.00 per square foot, is now 
available only at Rs 7,50 to Rs 8.00 per 
square foot. Similarly, 3 mm plywood 
prices have gone up from Rs 1.25 per 
square foot to more than Rs 2.50. 

Supplies of plywood are reported to 
be moving from scattered manufacturing 
units in camouflaged trucks till it reaches 
Siliguri. From there the camouflaged 
truck loads are despatched to the regular 
markets. 

Created Shortage 

There was no shortage of plywood be¬ 
fore the blockade. There are 39 units 
with approved capacity of about 57.5 
million sq metres. Additional capacity of 
over 40 million sq metres is covered by 
licences and letters of intent issued by 
the DGTD. 

Production of plywood during the last 
four years was as follows ; 

1975- 76 32.53 million sq metres 

1976- 77 36.90 million sq metres 

1977- 78 39.20 million sq metres 

1978- 79 40.60 million sq metres 

Imports of plywood during the last few 
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years has been negligible. Exports have 
been as under ; 

1974- 75 Rs 702.66 lakhs 

1975- 76 Rs 413.33 lakhs 

1976- 77 Rs 720.42 lakhs 

1 *177-78 Rs 800.00 lakhs (Appr) 

1979-80 Rs 900.00 lakhs (Appr) 

The main raw materials required for 
the plywood industry are timber and syn¬ 
thetic resins like urea formaldehyde and 
phenoformaldehydc. Both the raw mate¬ 
rials are available in adequate quantities 
within the country. 

Rising Demand 

It has been estimated that by 1983-84 
the demand for plywood of various types 
would rise to about 60 million sq metres. 
Proposals for substantial expansion of 
existing units for setting up of new units 
are being considered on merits in areas 
which are rich in forest resources, such 
as Madhya Pradesh and Andaman and 
Nicobar Islands. Units in these areas 
may now come up earlier in view of the 
shortage of plywood in the market. 

The technology for manufacture of ply¬ 
wood is available within the country. 
Foreign collaboration is not considered 
necessary. A unit with a capacity of 
10,000 cubic metres (25 lakhs sq metres) 
is considered economical. However, units 
upto a capacity of 20,000 to 40,000 cub- 
mic metres (50 lakhs sq metres to 100 
lakh sq metres) may be put up in areas 
where timber is available in relatively 
large quantities, such as Madhya Pradesh 
and Andaman and Nicobar Islands, in¬ 
tegration of plywood manufacture with 
other wood panel products such as fibre 
board and particle board is considered 
desirable for economic and technological 
reasons. About 70 per cent of the plant 
and equipment required by the plywood 
industry is available indigenously. 

-Harder Singh 
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Reviewed by Academicus 


The Association of Schools of Social 
Work in India organised a seminar on 
‘Challenge of Poverty and Social Work 
Education* at Waltair, in December 1976. 
The objectives of the seminar were to 
acquaint "social work educators about 
the multi-dimensional nature of poverty, 
its causes and consequences, and strate- 
'' gics for its eradication” and to prepare 
material that would be of use to social 
work educators and students dealing with 
the problem of poverty. 

Social Work Perspectives on Poverty , 
which contains the papers written for the 
seminar by experts in different disciplines 
throws abundant light on the complexity 
of the problem of poverty in developing 
countries. 

P.D, Kulkarni in his key-note address 
has warned the human service professions 
that the problem of poverty must not be 
thought of as that of individual dropouts 
of the economic system. He wants them 
to regard the phenomenon of mass 
poverty as “a product-in-process of a 
given system.” Of the six components, 
namely, income, employment, education, 
nutrition, health and housing, according 
to the author, “the non-economic com¬ 
ponents are of more direct concern to 
the human service professions.” 

Shankar Pathak writing in the same 
vein has exposed the hollowness of the 
segmental approaches of various discip¬ 
lines which, according to him, “tend 
to distort one’s understanding of the 
problem more than clarify it.” Thus 


Pathak finds fault with the approach of 
social anthropologists who tend to study 
poverty as a unit in itself to the exclu¬ 
sion of economic and political institu¬ 
tions; he finds fault with economists who 
tend to concentrate their attention only 
on level of income, pattern of expendi¬ 
ture, consumption norms and nutrition; 
he finds fault with psychologists who 
generally try to look for causes of poverty 
in the morals and motivations of indivi¬ 
duals; he finds fault with sociologists 
who appear to be exclusively preoccupied 
with caste, marriage, family and village to 
the neglect of mass problem which cuts 
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across all these; he finds fault with medi¬ 
cal men who concentrate only on patho¬ 
logical and symptomatic aspects of 
poverty. The author pleads for an inte¬ 
grated perspective for the study and so¬ 
lution of the problem of poverty. 

V.G. Minocha has emphasised the need 
for identification of specific target groups 
in the area of poverty for effective action. 
But his recommendation that problems of 
urban poor should receive priority over , 
the rural poor may not find favour 
with many. It needs to he noted that 
urban poverty is due to overflow of rural 
poverty and the phenomenon of rural- 


nuum in the context of development. 

G. Parthasarathy as well as G. 
mant Rao have in their articles tried 
show the interplay of social and econfl 
mic factors in causing mass poverty, Th 
have tried to show the impact of neto§ 
technology on distribution of benefit 
among the rich landlords and the dk^ 
advantaged groups like Scheduled Castes^ 
They have strongly pleaded for a package 
measure covering wage policy, land po¬ 
licy and price policy with a view to cradi-f, 
eating poverty. Both have also emphasised 
the need for regular evaluation studief 
whenever a particular programme tty : 
eradicate poverty Ls undertaken. 

Gandhian Concept 

C.P. Goyal has made an attempt tty 
redefine social work which he goes on tty 
describe as a para-political process which 
should aim at establishing M a just, 
violent and fraternal society of Gatii 
dhian conception.” He is very critical 
of a group of reformers who advocaty 
welfare measures ffor the poor just 
see that their voice is muted. 

K.K. Jacob lays emphasis on making 
a curriculum for social work education 
with more emphasis on factors relating tty 
social reconstruction and social action* 
preventive field work programmes and 
open community work, instead of getting;; 
entangled as at present in the cobweb og. 
extreme specialisation. ; 

T.K, Nair’s survey of social work 
studies reveals, according to him, tha4 
social workers have not as yet developed 
any comprehensive methodology to work 
with the poor. 

Though R.N. Azad has shown in his 
paper that Government’s policies and 
programmes have helped the poor, micro-: 
level studies by various researchers have 
revealed that programmes meant for the 
poor in the field of education, health, 
credit facilities, land reforms, etc have 
mostly helped those who needed last help 
and the articulate section from among the 
disadvantaged groups. 

After reading this book, one arrives 
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:y at the following broad conclusions. Be* 
fore an appropriate polfcy for eradica- 
j tion of mass poverty is evolved and im- 
\ plemented, two aspects of modern mass 
[ poverty must be carefully taken note o" 

| One aspect is that the phenomenon of 
j mass poverty in developing countries is 
1 the product of the very process of deve- 
\ lopment. It appears to be inVuilt in the 
i strategy and process of development be¬ 
ing followed in most of the developing 
j countries. This implies that the policy 
J of eradication of mass poveity to be suc- 
cessfuj must aim at and succeed in alter- 
i ing the strategy and process of devclop- 
' ment hereto adopted What we have 
; been doing in India is to allow thepheno- 
j menon of mass poveity to emerge and 
! then to try to deal with it t without aher- 

■ ing the strategy of development that gives 
rise to mass poverty. This would mean 
that we pre-empt any chances of success 

! for the policy of eradication of poverty. 

; That explains why all our policies such 
as free grant of land and house sites, can- 
; cellation of debts, free education, etc, 

| have failed to attain the objective. It is 
' observed that even as we pursue these 
1 policies, mass poverty is inci easing. 
i Second wc must recognise that there 
, is what Oscar Lewis calls ‘the culture of 
poverty'. The culture of poverty refers 
i to the outlook of the poor. It covers as- 

■ peels such as their pattern of living in child- 
: hood, their lack of education, of congenial 

family life, lack of stable income as also 
^ their value-svstem. The culture of poverty 
' covers the attitude of the poor towards 
parents, education, sex, family life, matc- 
. rial and non-material requirements of 
life, towards alcoholism, society, prison 
life and so on and so forth. It must be 
appreciated that the poor live in the 
world of their own. 

Empty Offer 

This would imply that any segmental 
approach to remove mass poverty is 
doomed to failure. Dandekar and Rath 
have suggested that the Government tax 
the rich to the extent of Rs 1,000 crores 
annually and transfer the amount to the 
poor. But is there any guarantee that the 
new income will not: be squandered by 
the poor on alcohol, the culture of 
poverty being what it is? Schools open¬ 


ed for the poor thus remain half-empty 
with many dropping out at the earliest 
opportunity. Newly built quarters for 
the poor soon get converted into new 
slums to which the poor have got used 
and which do not arouse any disgust in 
them. The Rural Employment Guarantee 
Scheme docs not attract all the poor idlers 
in villages because some would prefer to 
beg in the streets than work. 

Since any segmental effort to remove 
mass poverty is doomed to failure, what 
needs to he done is to evolve a compre¬ 
hensive strategy including the strategy to 
change the value-system of the poor and 
the accepted norms in the culture of 
poveity. The strategy should cover all 
aspects of the life of the poor and should 
be implemented in such a manner that 
there is brought about total change in 
the environment and outlook of the poor. 
This is a gigantic task. This means that 
thei e appears to b? no short-cut or any 
crash programme for the removal of 
mass poverty. 

This is a valuable book which throws 
profound light on the problem of mass 
poverty in developing countries like India. 
It would be found extremely useful by 
the policy-makers and social workers. 

ECONOMIC PLANNING 

S.D. Joshi, the author of World Peace 
Through National Plans , is a versatile n*an 
with a considerable amount of experience 
in the business world. He is also a widely 
travelled man. But technically he is not 
an economist. It is however this aspect 
that lends freshness to his approach and 
treatment of the subject of economic 
planning 

According to the author, two consi¬ 
derations prompted him to write this 
book. He felt that planners, particularly 
in India, must be missing some vital 
elements while formulating and imple¬ 
menting plans and it is this fact that must 
be responsible for failures and frustration 
even after 30 years of planning. Second, 
the author is of the opinion that “.. .the 
present treatment of the subject is just 
on uni-dimensional plane i.e. the physical 
plane". Planners mostly talk in terms of 
physical inputs. He is critical that the 
sociological and ethical dimensions are 
almost completely left out of considera¬ 


tion. The author is convinced that un¬ 
less there is complete reorientation 
of our mental approach and unless 
we begin to look at planning and 
its implementation in an integrated way, 
planning will fail to attain the objectives 
it has in view. 

The author is of the opinion that gene¬ 
rally the concept of growth is viewed in 
a very narrow sense, in terms of GNP 
only. It ought to be realised that man 
does not live on physical plane only. 
There is social climate around him and 
the whole universe with which he has to 
be in tune if a man is to be truly happy, 
it is only careful study and analysis of 
all these three aspects that can give 
realism to economic planning. 

Global Perspective 

The author has made a significant con¬ 
tribution when he emphasises that 
national plans when being prepared 
should have global perspective. He 
writes: “A nation’s or region’s planning 
programme must be formulated keeping 
in mind world economy and world 
trends, since events in other countries 
often have decisive influences which arc 
likely to throw off assumptions which 
the planners might rely on". 

That national plans should have global 
perspective becomes clear from the oil 
crisis which has overtaken the world 
since 1974. Similarly increasing pollu¬ 
tion of the biosphere knows no national 
boundaries; population explosion in the 
world which has already crossed 4 billion 
mark and is expected to be around 6 
billion by the end of the century poses a 
threat and challenge to every country. 
And (here is scarcity of some important 
metals and other resources, if we consi¬ 
der the world as a whole. The author has 
rightly stressed that nationalism still 
sways mankind which therefore still 
thinks and plans in terms of national 
units and without' taking into account 
adequately universality of some facts. 
It follows that unless national plans are 
formulated and implemented against this 
universal background, they cannot ensure 
peace and stability in the world, nor 
guarantee human happiness. 

The author has also reminded that in 
our hurry to attain growth, we must not 
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Jtiit sight of various limitations. He has 
Mtmm attention to physical limits or 
constraints as also social and ethical 
limits to growth. It is the unbridled 
pursuit by man of material prosperity 
that has brought mankind to extremely 
dangerous condition when the fate of the 
entire humanity seems to hang in balance. 
While in developing countries the rich 
who mostly benefit by planning appear 
to have thrown to winds their social and 
moral responsibilities to the unfortunate 
members of society, the developed coun¬ 
tries in their relentless quest to push up 
jfeheir growth rate have been doing the 
^same in respect of developing countries 
which are being ruthlessly exploited by 
them. 

Incidentally the author has devoted a 
considerable number of pages to the 
analysis of Five Year Plans in India. 
While acknowledging the achievements, 
the author is very critical regarding the 
formulation of the Fve Year Plans, the 
manner of their implementation and the 
complete absence of follow-up action. 
According to him, we have based our 
planning on borrowed ideas which do 
not take note of the Indian environment. 
The implementation part is extremely 
unsatisfactory. No wonder, people in India 
have become cynical about planning. 

Micro-Planning 

The author has made a number of re¬ 
commendations regarding formulation 
and implementation of planning in India. 
He has emphasised that planning should 
be from village level upwards, all plans 
( from the lower levels being properly co¬ 
-ordinated into a single national plan. 
He wants that there should be a separate 
machinery appropriately manned for the 
implementation of the plan; and yet 
another for scrutinising the performance. 
He wants that people at large should be 
involved at every stage of plan formula¬ 
tion and implementation, it is this that 
will provide them with creative joy, 
apart from the share in common 
prosperity. 

S.D. Joshi, the author is an engineer 
and not a trained economist The main 
^interest of the book therefore lies in the 
fresh ideas strewn in the book by an 
author who has brought unconventional 


and therefore fresh approach to the sub¬ 
ject. All will agree with the author’s 
central thesis that if mankind is to survive 
while there can be national plans, they 
should all form parts of one global plan 
which alone can view in an integrated 
manner the tremendously complex prob¬ 
lems before the present day humanity. 

And therefore the failure of the recent 
special session of the United Nations to 
discuss matters relating to establishment 
of a new economic order in the world 
would come as a great disappointment to 
all those concerned with the future of 
mankind. 

THE CHALLENGING 1980*8 

Today and Tomorrow—Perspective for 
Indian Economy brings together speeches 
delivered by Mr Hari Shankar Singhania 
as the President of I he Federation of 
Indian Chambers of Commerce and In¬ 
dustry, during 1979-BO. It would be 
observed that the themes covered touch 
practically every important aspect of the 
Indian economy. 

There are a number of speeches on 
challenges that India will have to face 
during the J980s. The author has drawn 
attention to the fact that after 30 years of 
planning “. ..the barest living is a trial 
for the ordinary citizen”. A grim array 
of problems cry for solution. Solutions 
to these problems, according to the author, 
cannot be found by mere tinkering with 
the present policies and plans here and 
there. What is necessary is a radical 
change in the approach to economic 
issues. He wants that steps be taken 
during 1980s to raise the annual rate of 
growth of the industrial sector from 6 to 
10 per cent, that the development should 
not be a hurdle race and that problems 
be solved by discussion between indus¬ 
trialists and Government. He wants that 
the present system of depreciation allow¬ 
ance based on historical costs be changed 
as also heavy tax system and harsh terms 
on which banks and financial institutions 
give loans to private industries. He has 
made an important suggestion that 
Government should take urgent and im¬ 
mediate steps to provide adequately 
various infrastructure facilities which are 
posing one of the biggest bottlenecks for 
rapid industrial growth. 


The author has expressed great fear$$fe| 
cause problems of development are be}«j|$ 
viewed in a sectarian manner and frofti'i 
populist angle. He wants that a 
thought process be generated as a 
tute for sectarian approach and bridges 
understanding be built between various^ 
sections of the people and Government;? 
The idea behind all this i$ to bring about;.; 
economic development by consensus amt! 
avoiding confrontation. > 

)' 

Entrepreneurs* Hardships ; 

The author is very critical of controls. 
He has given graphic illustrations to show 
how entrepreneurs have lo run from pil¬ 
lar to post right from the commencement: 
of an industrial establishment upto the 
disposal of finished product in the market. 
According to him, controls instead of 
checking activities of anti-social elements, 
have been putting innumerable obstacles^ 
in the way of healthy growth of indus¬ 
tries. And therefore in a frustrating way 
the author asks: 4 ‘. .What headway bust*' 
ness activists can make in a country where' 
politics is all-pervasive and when every* 
issue is coloured by political bias ?” It 
takes one’s breath away to know that 
there are about 4,000 controls in opera¬ 
tion at present. Look at the fate of ce¬ 
ment industry with India possessing vast 
amount of limestones, labour and cement- 
manufacturing machinery. After 30 years 
of planning, India is required to import 
about 20 lakh tonnes of cement from five 
countries. What more damaging illustra¬ 
tion in regard to operation of controls 
can be presented ? It is certain that our > 
failures and travails are self-inflicted. The 
regret of the author is that we do not 
seem to learn anything from our past ex¬ 
perience. Or is it that vested interests 
created by controls are opposing their 
removal ? 

The problems posed by the public sec¬ 
tor and industrial relations are gettting 
more and more complex. Problems of oil 
and energy are bound to dominate the 
1980s. Already there has been much delay 
in tackling these problems. Instead of 
anticipating the problems—as it should 
have been done in the case of an essential 
commodity like crude oil—we seem only 
to react when the problem arises. This 
means our planning has no perspective 
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and that it is only a matter of continual 
adjustments to unanticipated and unex¬ 
pected developments. 

It is unfortunate that we have not for¬ 
mulated an appropriate labour policy If wc 
arc to progress, according to the author, 

“. ... wc must formulate a labour policy 
in which discipline and production-orien¬ 
ted attitudes find the foremost place/ 1 

Indigenous Technology 

According to the author, we have also 
gone wrong in matters of technology. 
What wc must do, according to him, is to 
develop indigenous technologies as far as 
possible by proper adaptation of foreign 
technology to our conditions and develop 
skills needed for assimilating new techno¬ 
logy. 

While some constraints on industrial 
growth such as scarcity of foodgrains and 
foreign exchange no longer exist, there 
are others which are still operating and 
must be removed. Inefficient functioning 
of public sector enterprises which have 
monopolised industries which provide 
essential infrastructure facilities continues 
to be one of the biggest constraints on 
industrial growth. The author has rightly, 
suggested that private sector should be 
associated with some of the public sector 
enterprises to tone up their functioning. 
According to him, infrastructure crisis in 
India is entirely a man-made one. These 
roadblocks must be and can be removed 
to release productive forces so that indus¬ 
trial establishments are in a position to 
maintain their viability through larger 
capacity utilisation, introduction of new 
technology and creation of additional 
productive capacity. 

The author has a number of construc¬ 
tive proposals to make on a number of 
things such as role of trade unions, trade, 
increasing contacts with East European 
countries, Indo-Arab relations, oil-crisis 
and so on, all affecting the industrial sec¬ 
tor of the Indian economy. 

From a close reading of the hook, it 
becomes apparent that Hari Shankar Sin- 
ghania who belongs to the new genera¬ 
tion of industrialists is aware of the social 
responsibilities of the industrialists and of 
the constructive role that is being played 
in some spheres by democratically elected 
Government. He is sensitive to changing 
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socio-political environment and recogni¬ 
ses the necessity and role of the public 
sector. And yet he has great faith in the 
private sector. 

All the speeches of the author carry 
the stamp of authenticity resulting out of 
vast experience and deep thinking. They 
are all interesting to read. The views ex¬ 
pressed in this book should receive due 
attention from the policy-makers and 
Government as the author’s voice is that 
of the private sector in the country. One 
has a frustrating feeling when one realises 
that if ideological obsessions are given up 
by the Government and all concerned join 
their hands in hearty cooperation, the 
country can easily achieve tremendous 
progress not only in the industrial sector 
but in all spheres. 

ROLE OF ELITE 

A.N. Sinha Institute of Social Studies, 
Patna organised a seminar in October 1977 
on the study of elite with particular refe¬ 
rence to their role in development. 
Elite and Development includes the papers 
written for the seminar. 

History tells that almost all reforms and 
even revolutions have been brought about 
by the elite class in society. Naturally 
one would like to know the role that is 
being played by and expected of the elite 
class in India in the context of develop¬ 
ment of the country. 

In recent years the concept of elite is 
frequently invoked while discussing the 
problems and prospects of development 
in backward countries of the third world. 
Developing countries offer excellent op¬ 
portunities to examine social forces which 
are creating new elites as also their role 
in social transformation. Are the elite 
classes in India by virtue of their position 
as leaders of thought and action capable 
of inspiring effective programmes of social 
change ? 

Broadly it may be said that it was the 
elite classes in India which spearheaded 
the independence movement during the 
British period which finally won indepen¬ 
dence for the country. We also find from 
our Constitution that the elite classes in 
India were committed to the ideals of 
modernisation and egalitarianism. To 
what extent have they played the expec¬ 
ted role during the last three decades ? 
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It is possible m Hits brief review of the 
book to highlight some of the significant, 
points made by some of the authors in 
their articles incorporated in the book. 

L.N. Sharma has made an attempt in 
his paper to .. .explore the import and 
relevance of elite theory in modern wes¬ 
tern political thought.*’ He has argued 
that —the elite theories are an indis¬ 
pensable aid to the understanding of the 
power structure and power processes in 
any country, whatever its form of Govern¬ 
ment.” These theories give us an insight 
into the minds of people who made politi¬ 
cal decision. 

S.K. Lai has dealt with the problem of 
approaches to the identification of the 
elite. He has examined three main ap¬ 
proaches, namely (a) positional, (b) re¬ 
putational, and (c) issue participation. It 
is obvious that none of these approaches 
is exclusive. In fact they would be found 
to be supplementary and complementary 
in identifying power structure in a com¬ 
munity. Each approach acts as a sort of 
check upon the other. In fact subtleties 
of power structure in a community would 
remain concealed, if only one approach? 
is adopted. 

Historical Perspective 

V.P. Verma has looked at the problem 
io its historical perspective. He has tried 
to demonstrate that in the mediaeval pe¬ 
riod, Brahmanical eliticism was countered 
by the growth of a complex intellectual 
elite composed of diverse social groups, 
Similarly in modern India “... .the rural 
feudal elite is being opposed by the ad¬ 
vanced capatalist-business elite.” Recent 
political developments in India have led, 
accordiug to the author, to the growth 
of elite groups even among the backward 
sections or classes of the community. The 
author has tried to make out an impor¬ 
tant point that “The emergence of elites 
of different kinds and at different levels is 
expected to accelerate the process of de¬ 
polarisation.” He firmly believes that de¬ 
mocracy cannot do away with ‘functional 
eliticism.' At the most it can initiate 
measures to cuib its aberrations. 

N.K. Singhi has dealt with the pro¬ 
blem of bureaucratic elite which in mod¬ 
ern India is supposed to introduce inno¬ 
vations and social reforms. But the 
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author is of the opinion that there are 
Unherent structural weaknesses in Indian 
bureaucracy. It is basically authoritarian, 
feudal and charismatic. And therefore 
it naturally renders itself ineffective as an 
instrument of social change. 

Thomas Pantham has tried to analyse 
the role of the elite in economic moder¬ 
nisation and social transformation in 
India. He is of the opinion that lack- 
of commitment on the part of elite has 
brought about a sort of distortion in 
economic modernisation in India such as 
stagnation, low output, inflation and in¬ 
equality. The author has pleaded for 
^mass-oriented polity in place of the pre¬ 
sent elite-manipulated policy for econo¬ 
mic modernisation. According to him, 
this would be possible by vast investment 
in mass education and effective organisa¬ 
tion at the lowest level. 

V.B. Singh and Subrat Mitra have 
arrived at a significant conclusion that 
“Elite conflict rather, than class conflict 
of the European type is perhaps the most 
dominant note of the Indian polity in the 
seventies.” 

Elite’s Concern 

Ram Ahuja believes that the main con¬ 
cern of the elite in India is achieving 
and preserving power for themselves. 
The consequence has been that the elite 
class has lost touch with the people. 

A.K. Lai has dealt with educated Hari- 
jans. According to him, they are char¬ 
acterised by modernising ideas and act 
as communicators of new ideas to Hari- 
jan masses. They are the standard-bear¬ 
ers of change in the Harijan community 
and would act as rallying points for the 
fulfillment of urgent needs of the Harijan 
community. 

The political elite in India who played 
a dominant role during the pre-independ¬ 
ence days by arousing masses with whom 
they kept close contact, appear to have 
failed miserably during the post-indepen¬ 
dent period. Whatever modernisation 
and changes have come about in India 
since independence have not been due 
to positive commitment of the elite clas¬ 
ses to the ideals of change and moderni- 
, sation but only as a by-product of the 
attempts of the various elite classes 
to improve their own lot by modernisa¬ 


tion of agriculture and rapid industria¬ 
lisation. After Gandhiji and Jawaharlal 
there appears to be none who is wedded to 
the ideals of change and egalitarianism. 

This is an illuminating book. It makes 
us ponder over the future of the country. 
It also makes us sick at heart that almost 
from top to bottom, while each speaks 
in the name of the poor and the down¬ 
trodden, democracy and socialism, these 
are all used as masks to win and retain 
power to be used in the final analysis for 
self-aggrandisement. Never in the his¬ 
tory of our country had the moral level 
of the elite classes gone down to such a 
low level as during the post-Nehru era. 

RURAL BANKING 

A number of significant developments 
have taken place in the field of agricul¬ 
tural finance and rural banking in India, 
especially since the nationalisation of 
major commercial banks in the country 
in July 1969. 

The position at present, as a result of 
the rapid strides made since 1969, has 
been that though money-lenders and in¬ 
digenous bankers still continue to domi¬ 
nate the field of agricultural finance, a 
network of institutional organisation is 
being built with a view to meeting the 
shortterm, medium-term and long-term 
credit needs of agriculturists and require¬ 
ments of banking facilities in rural areas. 
We have thus at present in addition to a 
large number of cooperative credit socie¬ 
ties, a vast number of rural branches of 
commercial banks numbering about 15,000 
at the end of June 1980, the lead banks, 
regional rural banks, the Agricultural 
Finance Corporation, etc all trying to 
meet the credit requirements of the ag¬ 
ricultural sector and of the rural popu¬ 
lation. 

Dr S. Nakkiran has made an attempt 
in Agricultural Finance and Rural Banking 
in India to evaluate the performance of 
various institutional as well as non-insti- 
tutional agencies functioning in the 
field of agricultural finance and rural 
banking. 

While the author has made a sincere' 
effort to evaluate the performance of the 
above agencies, he has not drawn suffici¬ 
ent attention to the basic flaws in the 


approach of the Government and pulley* 
makers towards the problem of agrictit* 
tural financing and rural banking. 

Thus if we scan the field of agricultural 
finance, we abserve that no systematic 
and scientific efforts are made to assess 
the short-term, medium-term and long¬ 
term credit requirements of agriculturists 
in each district, taluka and village. We 
have only some vague figures for the 
country as a whole. Also with changes 
in agricultural technology these require¬ 
ments would be continually changing and 
unless we have an idea of credit require¬ 
ments right from village level upwards, 
any planning for provision of agricultu¬ 
ral credit would be practically impossible. 
No machinery has yet been devised for 
this purpose. Reliance in this respect is 
mostly on guesswork based on historical 
trends. 

Unhealthy Rivalry 

It is observed that the multi-agency ap¬ 
proach has often meant duplication of 
institutions and functions resulting in 
over-financing of certain sections of agri¬ 
culturists such as big landlords and neg¬ 
lect of others as before. Rivalry is raging 
between cooperative societies and com¬ 
mercial banking as to which is better 
qualified and suitea to serve in the field of 
agricultural finance. Cooperative credit 
societies which are in the field for more 
than half a century and with a vast net¬ 
work of village primary societies want that 
funds of nationalised commercial banks 
earmarked for the agricultural sector be 
diverted to that sector through them 
only. There is not even a hint of bring¬ 
ing about functional or regional coordi¬ 
nation between the cooperative societies 
and commercial banks. Our usual way 
of creating a muddle first and then strug¬ 
gling to find a way out is reflected 
here also. 

Cooperative societies have become a 
powerful tool in the hands of politicians 
who are using the vast funds available 
at concessional rates for securing their 
political ends. Cooperative sugar fac¬ 
tories in Maharashtra show all the evils 
and mischief of which cooperative move¬ 
ment is capable. Vast funds are made 
available at concessional rates to coope¬ 
rative sugar factories which arc in- 
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■ variably dominated by this or that poli¬ 
tical party. They use their funds for 
financing political elections and as a 
recompense the ruling party allows them 
to create artificial scarcity of sugar the 
price of which has been allowed tc rise 
by nearly 400 per cent in less than 
months. Not even OPEC could manage 
that in respect of such a vital and mono¬ 
polised commodity like crude oil. But the 
word 'Cooperation’ has become sacro¬ 
sanct and nobody dares talk of nationa¬ 
lisation of cooperative sugar factories in 
inspite of the damage they have wrought 
to die community. 

Rural hanks have been functioning in 
a way that is not suited to rural environ¬ 
ment as the personnel manning those 
banks is urban-oriented. The whole ap¬ 
proach will have to be reoriented, if rural 
banking in India is to perform successfully 
functions such as mobilisation of re- 
sources and making available funds to 
really needy rural borrowers. The tradi¬ 
tional concepts of security and proce¬ 
dures will have to be replaced by new 
ones in tune with the rural environnent. 

Blind Prejudice 

It may take very very long (if it ever 
comes about), if we insist on meeting all 
the credit needs of agriculturists and rural 
people only through organised banking 
and financial institutions. This would 
suggest that blind and unjustified pre¬ 
judice against all money-lenders and indi¬ 
genous bankers will have to be given up 
and concerted efforts will have to be 
made to reform those native institutions 
and integrate them with modern banking 
and financial institutions functioning in 
rural areas. Their vast resources and 
experience must not be allowed to go 
waste. 

While the author has fairly well suc¬ 
ceeded in giving a broad idea as to how 
various banking and financial institutions 
are functioning in rural areas, the book 
suffers from various limitations. The 
author has not shown deep insight into 
the problem and therefore the analysis 
appears rather superficial. Different chap¬ 
ters appear disjointed and the entire ana¬ 
lysis appears 10 lack a sense of unity. The 
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mode of analysts and presentation and 
the way the book is printed and produced 
leave much to be desired. 

SUPERPOWER ROLE 

In his book Superpowers and Inter¬ 
national Conflict Carsten Holbmad has 
analysed the role of superpowers in inter¬ 
national friction. Viewing the present 
anarchical international state of affairs, 
some thinkets are inclined to took at the 
two superpowers, namely the United 
States and the Soviet Union, as the main 
source of conflict and disorder in the 
world. There are however others who 
regard them as “would-be regulators of 
conflict and pillars of order..In this 
book the author has tried to show that 
both the views contain some elements of 
truth. For example, on the one hand the 
Soviel Union and the United States on 
grounds of ideology and national interests 
are responsible for the creation and main¬ 
tenance of high level of tension in the 
world. On the other hand, the two 
superpowers recognising certain shared 
interests and afraid of outright thermo¬ 
nuclear war take steps to control tensions 
and defuse crises both between themselves 
as also among their allies and dependents. 
During crises, according to the author, 
“as a rule .. . they are careful to keep 
conflict to sub-nuclear level.” 

In the first part of the book, the author 
has tried to critically examine the conduct 
of the two superpowers in four selected 
crises in the international sphere, namely 
Suez (1956), Taiwan (1958), Cuba (1962) 
and Middle East (1967). 

While analysing the above four crises, 
the author has given interesting details 
based on confidential correspondence and 
material not available heretofore. Natu¬ 
rally the four chapters dc ding with the 
above four crises make very absorbing 
reading so much so that one again relives 
through those critical times. 

After analysing the conduct of the United 
States and the Soviet Union in those four 
crises, the author has arrived at certain 
broad generalisations about their policies 
and conduct in international affairs. 

It is observed that the Soviet Union 
and the United States do not interfere 
militarily in each * other’s established 

1050 


tpfctei^ bl &]Sneitce, Examples ate Hun¬ 
gary (>956) and Czecbeslovakia (1968) 
and Dominican Republic (1965). Thi< 
was also confirmed by the Cuban missile 
crisis (1962). 

The author maintains that as a corol¬ 
lary of the above, the two superpowers 
pursue their keenest rivalries in ‘grey 
zones’. Thus the middle East has become 
at present the principal area of competi¬ 
tion and conflict between them. 

It is also observed that the two super¬ 
powers prefer conflict by proxy rather 
than potentially more dangerous path of 
direct confrontation. 

Further, according to the author, they 
encourage their allies or clients only upto 
the point wh?re the danger of major war 
or world conflagration would become 
real, and then restrain them. 

Restraint Exercised 

it is also observed that in a direct con¬ 
frontation between the two superpowers, 
both exercise greatest restraint—choosing 
minimum measures required for the pur¬ 
pose, not overreacting to steps taken by 
the opponent, exercising strict control 
over military forces in the field, not in¬ 
dulging in intense ideological debate and 
not showing euphoria at the sign of re¬ 
treat by the opponent. It is also obser¬ 
ved that in a developing international 
crisis, both invoke, if necessary, the threat 
of nuclear retaliation to deter the oppo¬ 
nent from using nuclear weapons to be¬ 
gin with. But both take utmost care not 
to escalate the conflict which, if it ex¬ 
plodes, would in these days of possible 
nuclear war, threaten the very existence 
of Lite human race. 

It is thus observed that when ideological 
differences between the two superpowers 
imply an ineradicable conflict, nuclear wea¬ 
ponry compels coexistence. While geo¬ 
political rivalry produces inevitable ten¬ 
sions, military technology necessitates 
peaceful resolution of outstanding issues. 

Many thinkers and policy-makers are 
anticipating a global system of five or six 
great powers playing a decisive role in 
place of the present system dominated by 
the two superpowers. Thus President 
Richard Nixon observed; “I think it will 1 
be a safer world and better world if we 
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have a strong, healthy United States, 
vjhirope, Soviet Union, China, Japan, each 

^^lancing the other.” 

It is instructive to know what the au¬ 
thor has to say about India in the inter¬ 
national context. According to him, 
“The Cold War undoubtedly gave India 
an opportunity to enhance its diplomatic 
standing by staying out of conflict and 
occasionally offering its good offices.” 

The author feels that “India_has a 

very long way to go before it can be coun¬ 
ted as a great power.” Though India's 
victory over Pakistan and the successful 
explosion of a nuclear device made some 
Ambitious circles in New Delhi aware of 
India’s potential for big power status, the 
Government of India has still to concen¬ 
trate almost exclusively on domestic and 
sub-continental affairs. The author has 
rightly emphasised that “Until it (India) 
has made substantial progress in the solu¬ 
tion of its intractable social and economic 
problems, the Tndian Government will be 
unlikely to have either the inclination or 
the ability to assert itself beyond its re¬ 
gion.” 

One is inclined to endorse this view of 
^the author about India. It is observed 


that India'* international role fc^as been 
rapidly diminishing during the post- 
Nehru era. This trend may be said to 
have culminated in it* absolutely inane 
role in the current crisis over Afghanistan 
and the Iran-lraq war* 

Since economic developments are grea¬ 
tly influenced by national and internatio¬ 
nal political developments and especially 
by political decisions and actions of super¬ 
powers, the reading of this book makes 
us sit up and think seriously about the 
shape of things to come which unfortuna¬ 
tely seems to be hanging in a delicate 
balance. 
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INVEST IN KINDNESS 


IN SPITE of crime, cruelty, violence and strife which are deplorably prevalent 
in life, there is deep down in every man a yearning to sympathise and share in others' 
sorrows and lend a helping hand to those stricken by distress, dissase or calamity. It is 
this fundamental goodness of the human heart that forms the basis of charity and 
brotherliness. 

But charity to be purposeful and effective has to be properly canalized and 
organised. Often we have heard “I want to help but how?" 

Charity too needs the know-how. It is here that the RED CROSS becomes 
useful. It helps you to help others. Contributions made to the RED CROSS, however big 
or small, will directly go towards the alleviation of suffering in the land. 

Lend your support to the Red Cross by enrolling as a member and contributing 
generously towards its funds. 

INDIAN RED CROSS SOCIETY 
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India's Foreign Trade in Diamonds 


Dr Badar Alam Iqbal 

India's diamond export had gone up from 2.3 per cent of its total 
exports in 1974-75 to 12.1 per cent in 1978-79. However during 1979-80 
it showed a decline of 22 per cent in value. The author who is 
associated with the Faculty of Commerce, Aligarh Muslim University, 
feels that the small-cut diamond market has reached saturation point 
and it is time to divert attention to bigger-size varieties. He at the 
same time enumerates the constraints on exporting bigger 
diamonds. 


Diamonds account for 12 per cent of 
India’s total export earnings and they are 
the biggest export item. Diamond trade 
provides employment to more than 
250,000 persons. By and large it is export 
oriented and based on imported inputs. 
In 1974-75 the share of diamonds in 
India’s total exports was meagre, i.e. 2.3 
per cent. 

According to the recent data available, 
diamonds have shown a remarkable 
growth and reached to a record earning 
of Rs 693 crores in 1978-70. Table I 
indicates the trends in India’s diamond 
export between 1974-75 and 1978-79. 

Table 1 reveals that the quantity ex¬ 
ported has gone up to 4.3 million carats 
in 1978-79 from 1.1 million carats in 
1974-75, indicating an overall rise of 
nearly 291 per cent. Similarly, the value 
earned increased from Rs 75 crores in 
1974-75 to Rs 693 crores in 1978-79, an 
overall rise of nearly 824 per cent. The 
table further shows that the rate of in¬ 
crease in earnings is much higher than the 
rate of increase in the quantity exported. 
This is because of the higher price realis¬ 
ation of diamonds in the world market in 
the recent past. The average price realisa¬ 
tion showed a remarkable increase in 
1978-79 i.e. Rs 1604 per carat as against 
Rs 701 per carat in 1974-75. However, 
in 1979-80 diamonds export showed 
a decline from Rs 693 crores to Rs 542 
crores indicating a fall of 22 per cent 
over 1978-79 which can be considered as 
a considerable decline. 

Export earning from all commodities 
went up by 73.4 per cent, i.e. from Rs 3304 
crores in 1974-75 to Rs 5725 crores in 
1978-79, while earnings from diamond 
exports showed a rise of 824 per cent, i.e. 


from Rs 75 crores to Rs 693 crores in 
1978-79 over 1974-75, This means the 
earnings from diamond export have in¬ 
creased by a much wider margin. Simi¬ 
larly the share of diamond exports in 
India’s total exports has gone up from 
the lowest point of 2.3 per cent to 12.! 
per cent during the six years to 1978-79. 
Diamond export, thus, have bright pros¬ 
pects. Table II shows the percentage 
share of diamonds in India’s total export 
earnings from 1974-75 to 1978-79. 

The above analysis reveals that dia¬ 


monds have been recognised for their- 
remarkable growth potential, though the 
increase in quantum is not as high as 
that in terms of value. After a regular 
upward trend, diamond exports have to 
reach a plateau. But due to the reces¬ 
sion witnessed all over the world there 
has been a poor demand from importing 
countries. This is also partly because of 
the sharp rise in diamond prices. 

Indian diamond industry depends 
mainly on the import of raw diamonds. 
In 1979-80 India’s total production 
of diamonds is at the lowest i.e. 13,500 
carats, while their demand lias gone 
up to 20 million carats. It is inter¬ 
esting to note here that India’s require¬ 
ments has always outpaced production 
and the gap between the two is on the 
increase. Therefore, the deficit has to be 
made up by imports. Tabic III shows 


Year 


Table I 

India’s Export of Diamonds from 1974-75 to 1978-79 


Quantity 
(Million Carats) 


Value 
(Rs crores) 


% increase or decrease 
Over 1974-75 
Quantity Value 


1974- 75 

1975- 76 

1976- 77 

1977- 78 

1978- 79 

1.1 

1.0 

1.9 

3.1 

4.3 

75.0 

99.1 

211.8 

516.7 

692.8 

— 9.9 
72.7 
181.8 
290.9 

32.1 

49.0 

588.9 

823.8 

Source : DCI&S, Calcutta 

Table II 

Value of Diamond Export Daring 1974-75 and 1978-79 

(Rs crores) 

Year 

Total Export 

Value of Diamond 

% of total 


Earnings 


Exports 

Export 

1974-75 

3304.0 


75.0 

2.3 

1975-76 

4042.0 


99.1 

2.4 

1976-77 

5140.0 


218.8 

4.1 

1977-78 

5373.0 


516.7 

9.6 

1978-79 

5725.0 


692.8 

12.1 


Source : DCI and S, Calcutta 
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Table 111 

Trends in Imports of Diamonds from 1974 to 1979 

— 

Year 

Quantity 

Value 

°o increase or decrease over 


(M. Carats) 

(Rs in crores) 

1974-75 





Quantity 

Value 

1974-75 

3.7 

47.8 

___ 

— r - 

1975-76 

5.6 

78.3 

51.3 

63.8 

1976-77 

8.8 

172.6 

137.8 

261.0 

1977-78 

16.9 

321.3 

356.7 

572.1 

1978-79 

19.8 

470.0 

435.1 

883.2 




Source : DC! and S, Calcutta 
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the trends in India’s import of diamonds 
from 1974-75 to 1978-79. 

Table III shows that the quantity im¬ 
ported has gone up by more than 435 
per cent i.e. from 3.7 million carats to 
19.8 million carats in 1978-79 over 
1974-75. Similarly, the value earned 
went up by more than 883 per cent dur¬ 
ing the period under review. This shows 
that the rate of increase in the value is 
much higher than the rate of increase in 
quantity imported. 

A comparative analysis of Table 1 and 
III shows that the rate of increase in 
quantity exported is much less than the 
(Sratc of increase in quantity imported, 
Similarly the rate of increase in the value 
earned is also lesser than the rate of in¬ 
crease in the value of import which is not 
a healthy sign. All this shows that the 
unit value of raw diamonds is slightly 
higher than the unit value of finished 
diamonds. In order to overcome this 
situation the need of the hour is to in¬ 
crease exports on the one hand and on 
the other to stabilize the price of im¬ 
port. The Government should make 
concerted efforts in this direction if it 
Wants to remain in the international dia¬ 
mond market 

The supply by the Diamond Trading 
Company constitutes 40 per cent of the 
total supply of India which comes through 
allocation to its sight holders. The Central 
Selling Organization (CSO) shows a 
biased treatmentr egarding the allocation 
of raw diamonds to processing countries. 
This lead to under-utilised capacity of the 
processing economies and further leads to 
decrease in supply. India has speciality in 
smallstone cutting. The USA specialises 
in the large size and Israel and Belgium 
specialise in standard and medium size 
stones respectively. 

India has been increasing the quantum 
of small raw stones. In 1978-79 the 
quantity of small rough stones was 
19.3 million carats and its share has gone 
up to nearly 50 per cent in the total 
world production. While in 1974-75 the 
share was only 10 per cent. This means 
it is an appreciable achievement. 

India’s small cut diamonds market has 
reached some sort of a saturation point 
and the traders observe that it is the right 
time to divert due attention towards 
the increasing trade of bigger varieties. 


But the major constraints standing in the 
way of promoting the trade of bigger 
diamonds are (i) India has to change its 
whole infrastructure for enabling the 
country to saw and cut bigger diamonds, 
which would require large investment 
which is not possible within the industry 
to contribute, (ii) the high valued big dia¬ 
monds have a smaller proportion of value 
added content in finished product, (iii) 
Indian labour force is skilled in cutting 
the most difficult, irregular shaped small 
diamonds. For sawable less labour force 
is required. The value added by the big 
diamonds is nearly 10 per cent less 
as compared to smaller diamonds, (iv) 
difficulties in procurement of big roughs. 
Added to this, the conventional selection 
of CSO hampers entering into contract 
for big-sized diamonds. 

In order to overcome these constraints. 


The passing last week of George Bernard Shaw 
marks the end of an age as wel! as of u tradition. 
The tradition is moreeasily defined than the age; 
for the tradition was quUe simply Shavian; in 
other words, Shaw himself. For well over fifty 
years it endured, first as an anachronism in a 
satisfied world, then as the accepted code of in¬ 
tellectual presentation of social problems, and 
finally, as it weakened, a memory which wiJJ 
without question Jong outlive its architect. In 
the technique of intellectual criticism—-whether it 
was morals, politics, economics, philosophy or 
literature—the Shavian achievement is without 
parallel in our time, and it would be difficult in 
any age to find such extreme versatility mixed 


the Government should provide incenti¬ 
ves, subsidise the import of big rough 
diamonds and make concerted efforts 
for reaching at an agreement with CSO. 
Steps are being taken by the Govern¬ 
ment to consider new and additional 
sources of rough diamonds. India can 
import directly already rough diamonds 
from Tanzania which has sought India’s 
help in developing its diamond mines. 

Regular efforts must be made for syste¬ 
matic geological surveys in the country. But 
all this needs a proper well-organised body 
whose main objectives would be to look 
after the exploration of potential primary 
sources, channelling'and regulating the 
new sources and promoting the diamond 
trade. The Government must pay added 
attention and should establish an or¬ 
ganisation or board or promotion council 
for the purpose. 


with the creative qunlity which in Shaw at times 
reached the rank of genius. There is no figure in 
literature or political life who has so impressed 
the tenor of his thought on the thoughts and life 
of our times. 

The age which has now ended covers three reigns 
in English social conventions, the Victorian, 
Edwardian and Georgian, to each of which 
Shaw had something very pertinent to say. Bet¬ 
ween “The Plays Pleasant and Unpleasant” and 
“The Apple Cart” there is a gulf in time; and the 
.gulf is in part of the differences of the audiences 
whichareaddressed.But one can still read Shaw’s 
oldest plays—even ‘Getting Married’’—without 
feeling that they have aged finally in time. 
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Salt Production : Some Important Factors 

T. Vnerasamy, Dr T.C. Mohan and R. Elango 


According to tho study made by the authors, who are associated with 
the Department of Economics, Annamala! University, salt production 
needs encouragement as it provides employment to rural folk 
at a time when they are seasonally unemployed. It requires lesser 
Investment than many other small scale industries for each lob 
created. The authors have highlighted here some of the major factors 
Influencing salt production and recommended research on employment, 
marketing and other aspects for the promotion of this Industry. 


Liquidation of rural poverty is the imme¬ 
diate task before the Government, All 
economists emphasise the responsibility 
of the Government in creating more 
and more economically productive em¬ 
ployment and earning opportunities, High- 
tened emphasis is being laid on non-farm 
enterprises and saU industry is an im¬ 
portant source of employment for the 
seasonally unemployed agricultural 
labourers of the coastal districts. Agri¬ 
culture provides employment oppor¬ 
tunities to the people engaged in it only 
for six months i.e. from July to Decem¬ 
ber. Salt industry provides good oppor¬ 
tunity for employment between March 
and June. When the labourers are on the 
lookout for a subsidiary occupation, 
and the season is ideal for salt extrac¬ 
tion. Further, since labour is the main 
component of cost in salt production as 
the other requisites for its production 
such as sunshine and sea water are freely 
available, the average cost of job crea¬ 
tion is much less when compared to 
that of other small-scale industries. 
Salt industry thus is ideal for ftirther 
promotion from the angle of job crea¬ 
tion at low cost. 

Salt induslry is concentrated in 
Himachal Pradesh, Rajasthan, Bombay, 
Saurashtra, Kutch, Tamil Nadu, Kerala, 
Cochin, Orissa, Andhra and West 
Bengal. There are government salt 
mines in Mandi (Himachal Pradesh) and 
government salt works at Sambhar 
Lake, Didcvana. The Government 
sector yields about 22 per cent of the 
total annual production, i.e. 1,670,000 
maunds of salt, and the private owned 
sources, including unlicensed manufac- 


tuers, about 78 per cent, i.e. 60,600,000 
maunds. 

This article attempts to highlight 
some aspects of production in the salt 
industry as revealed from an empirical 
study undertaken at Adiramattinam, 
a place located in the Thanjavur District 
of Tamil Nadu. Salt production has been 
a traditional occupation of this area 
for the last over 200 years. Salt is manu¬ 
factured in an area of about 1,500 acres 
in and around Adirampattinam. Mettur 
Chemicals’ Salt Works is the only major 
establishment cultivating around 500 
acres. The rest of the area is mostly in 
the hands of petty manufacturers, for 


whom salt manufacturing is onlya sub¬ 
sidiary occupation. 

For the purpose of the study, the 
necessary data were collected From the 
salt office at Adirampattinam for the 
10 years between 1968 and 1977. 

The data have been statistically analy¬ 
sed to assess how production is influen¬ 
ced by the various factors such as labour,' 
rainfall and investment. 

Considering initially the total pro¬ 
duction since 2968 as one variable and 
the amount of labour employed as ano¬ 
ther, the simple correlation coefficient 
has been calculated. The value of the 
correlation coefficient being —0.38, it is 
understood that production does not 
increase by the increase in labour. Hence, 
we can look for other factors that are 
likely to cause a substantial variation in 
production. It is reasonable in this con¬ 
text to relate the quantity of rainfall 
with production. We can hypothesise 


r ,,Jl T 1 

--- ---—-—--—-—----■- 

Table i 

Production, Investment and Labour employed in Salt Production 


Production 

tonnes 

Labour 

employed 

Rainfall in 

mm. 

Investment 

(Rs) 

1968 

20270 

262 

679.9 

466,210 

1969 

22100 

291 

565.6 

530,400 

1970 

10040 

305 

1050.4 

197,60o 

1971 

7230 

325 

1103.0 

130,140 

1972 

14728 

342 

815.0 

279,832 

1973 

14520 

230 

809.6 

290,400 

1974 

12307 

358 

1008.6 

221,526 

1975 

13419 

250 

984.5 

281,799 

1976 

15210 

292 

718.5 

334,620 

1977 

17405 

275 

695.0 

382,910 
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that a heavy rainfall will have an adverse 
impact on the total production. The 
p correlation coefficient worked out bet¬ 
ween the quantum of rainfall and the 
production stands at—0.93 which is quite 
high. So such a high intensity of relation¬ 
ship which is negative leads to the con¬ 
clusion that a heavy rainfall has substan¬ 
tially an adverse impact on the production 
in this industry. Even a casual observa¬ 
tion of Table I will reveal that the pro¬ 
duction faces setback whenever there is 
heavy rainfall. 

Another factor that can be related 
to production is investment. The correla¬ 
tion coefficient between production and 
investment is +0.94. This suggests that 
the increased amount of investment as 
an input factor tends to increase the 
output. 

Combined Influence 

But a study of the combined influ¬ 
ence of the factors like investment and 
rainfall over production would be 
more informative and appropriate and 
hence the multiple regression analysis 
is used and the multiple correlation bet¬ 
ween production (x,) and investment 
(x,) and rainfall (x*) are calculated. 
The combined influence of investment 
and rainfall over production is given by 
Rt(23) which Ls equal to 0.75. So it 
can be concluded that these two factors 
have a high intensity of relationship 
with the total production. The depen¬ 
dence of production on the investment 
and rainfall is obtained by the regression 
equation which is given as 

Xi=.2 Xr—.12 x»—46562.85. 

This regression equation of Xi on x 3 
and x a can as well serve as prediction 
formula using which it would be 
possible to determine the estimated 
value of production for the different 
combination of investment and rainfall. 

Next the extent of area under cultiva¬ 
tion may be brought under our analysis. 
For this purpose, data have been collec¬ 
ted from a sample of 14 households 
having different sizes of holdings. It 
is not surprising that in general when¬ 
ever the area of cultivation increases, the 
absolute volume of production also 
increases. But the present problem is 
to find out the combined influence of 

BASTSILN 2C0N0MZST 


labour and area of cultivation over the 
total volume produced. 

Table II 

Multiple Regression Analysis (Among 
14 households) 


Volume of 
production 
(in quintal) 

Xi 

Labour 

employed 

x, 

Area 

under 

cultiva¬ 

tion 

(in acres) 

Xi 

4500 

8 

8 

4400 

6 

7 

3400 

5 

5 

2500 

4 

4 

2500 

4 

3 

2700 

4 

3 

2500 

4 

4 

J500 

3 

2 

1500 

3 

2 

2500 

4 

3 

2500 

4 

3 

1500 

3 

2 

900 

2 

1 

1000 

2 

I 

Sum: 33,900 

Arilhmatic 

56 

48 

Mean:-2421.4285 

4 

3.4285714 


Multiple correlation coefficient, 

R u23) - /\J r » , +ri3 l - 2 ri2Xr l3 xrM 

=0.96956 

Partial correlation ri 2.3 
r __ri 2 —r 13 T23 

^(1— r l2*)(l—J-23*) 

= .37982 

Partial correlation rj 3,2 

_£_13— r J2 *23_ 

^ (l—*12*) (1—T23*) 

*=.37982 

So we learn from the above that the mul¬ 
tiple correlation coefficient Ri(23) which 
gives an estimate of the combined in¬ 
fluence of these two factors x« (Labour) 
and x* (Area) over the volume of pro¬ 
duction. The resulting multiple corrcla-' 
tion coefficient 1 Rj(23)J ls high and it 
shows that these two factors exercise 
a considerable influence in deciding 
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the volume of production. The mul^ 
pie regression equation of x* (volume 
production) on x» (Labour) and x« 
(Area) may be used as a ’inear predic¬ 
tion formula to estimate the volume of 
production for different levels of com^ 
binations of the two factors. Now one ^ 
may be curious to measure the influence , 
of just one factor on production indepen* 
denlly while the other factor remains 
constant. This has academic significance 
for we can get the strength of associa- : 
tion of one factor to the elimination of the 
rest. This implies calculating the partial s 
correlation coefficient between Xj (volume 
of production) and x 3 (Labour) leaving 
the influence of x* (Area) and partial 
correlation between Xi and x* leaving 
the influence of x» (Labour). So the partial 
correlation coefficient rn.a and r M .t 
are calculated. In the former case the 
correlation coefficient is 0.37982 and 
in the case of the latter it is .37982. The 
inference is that these two variables, 
namely area and labour, do not have 
any substantial impact on production 
independently, but as learnt earlier from 
the multiple correlation value they 
together make sizeable impact on pro¬ 
duction. 

The above analysis highlights only 
the major factor# influencing salt pro¬ 
duction. Further research is needed to 
throw light on employment, marketing 
and financial aspects of salt production. 
Such studies will help evolve suitable 
policy measures for the promotion of 
the industry which will go a long w*ay in 
solving the problem of unemployment in 
the coastal districts of the country. 

-- 

Attention Subscribers 

Subscribers are requested 
to notify the non-receipt of a 
particular issue within a month of 
the date of publication failino 
which it may not be possible to 
provide replacement copy. 
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otherwise there is no need for 
them to exercise any option. 
Those opting out of the new 
scheme will continue to be 
under the existing insurance 
scheme till they cease to be 
in employment on account of 
retirement, resignation, etc. 


Investment from 
OEOC Countries 

Foreign investment has been 
viewed by the Government of 
India as a vehicle for transfer 
Of technology not indigenously 
available or to promote export- 
oriented production. While 
Oil Exporting Developing 
Countries have substantial 
Surplus financial lesources, 
fhey may not have the type of 
technology which the country 
tieeds. It is therefore decided 
that foreign investment pro¬ 
posals from these countries 
peed not be associated with 
transfer of technology from 
the equity holder and that 
such investments may be of a 
portfolio nature. The idea is 
that many priority areas like 
fertilisers, cement, petroche¬ 
micals, paper and pulp etc. 
involve large financial outlays 
and growth of these sectors 
icould reduce import depen¬ 
dence. In some ventures, there 
' would be scope for export- 
oriented production catering 
either to the Oil Exporting 
Developing Countries or to 
'other countries in Europe etc. 
The scope for raising foreign 
currency loans as a result of 
such a cooperation has also 
been taken into account by the 
Government. 

Within the framework of 
the investment policy of the 
Government, it has been de¬ 
cided to provide the following 
facilities; 

a) Investment from oil ex¬ 
porting developing countries 
play be permitted in new 
companies even if it is in the 
nature of portfolio investment. 

b) Such investments should 
not exceed 40 per cent in the 
equity. 

c) The new companies 
should be export-oriented or 
should undertake manufac¬ 
turing activities covered 


under Appendix I of the 
Industrial Policy of 1973. 

d) Investment on the afore¬ 
said pattern may be allowed 
in hotels. 

e) Investment may also be 
allowed in new hospital pro¬ 
jects and such hospitals should 
have adequate provision for 
outdoor and emergency medi¬ 
cal service to the general public 
and also for a minimum 
percentage of occupancy by 
Indian public. 

f) Loans should also be 
allowed to be raised abroad 
for such joint ventures pro¬ 
vided the terms arc reasonable. 

Applications seeking to pro¬ 
mote Indian ventures availing 
of these facilities may be made 
to the Secretariat for Industrial 
Approvals in the Ministry of 
Industry and all such appli¬ 
cations will be decided by the 
Project Approval Board in a 
composite manner. 


The employees entering ser¬ 
vice after the new scheme 
comes into force shall be enrol¬ 
led as members of the scheme 
on the next anniversary of the 
scheme. However, they witl 
be given benefits of appro¬ 
priate insurance cover from the 
date of joining Government 
service to the date of their 
becoming members of the 
scheme on payment of a small 
premium of Rs Rs 3 per 
month for every Rs 10,000 
of insurance cover. The 
scheme is based on a mortality 
rate of 3.75 per thousand. If 
at any time the rale of interest 
changes and/or the cost of 
insurance changes the benefits 
available from the Savings 
Fund will also change corres¬ 
pondingly. No loans or advances 
shall be paid to any member 
or other beneficiary of the 
scheme from or against his 
accumulations in the Insu¬ 
rance Fund/Savings Fund. 

Debt-Equity Ratio 


New Insurance 
Scheme 

The Government of India 
have decided to replace the 
existing Insurance Scheme 
which provides for an insur¬ 
ance cover of Rs 5,000 on 
a uniform contribution of 50 
paise per month upto 28 
years of age and Rs 5 per 
month thereafter by a new 
Group Insurance Scheme for 
the regular civilian employees 
of the Central Government. 
The new scheme witl be whollr 
contributory and self-financing. 
It will come into force from 
January 1, 1982.It will be com¬ 
pulsory for all those employees 
who enter Central Government 
service after November 1,1980. 
It will be optional for the 
employees alteady in service. If 
such employees prefer to opt out 
of the scheme they may exer¬ 
cise an option to that cflfecf 
upto December 31, 1980, 


In a major relaxation of the 
present norms .the Government 
has doubled the debt-to-equity 
ratio from the present 1:1 to 
2:1, meeting the long-felt 
demand of the corporate 
sector. A further relaxation 
from the 2:1 norm can be 
granted at the discretion of the 
Government in the case of 
capital intensive projects like 
fertilisers, petro - chemicals, 
cement, paper and shipping. 

These relaxations are con¬ 
tained in the 10-point new 
guidelines that have been 
issued recently by the Finance 
Ministry with regard to issue of 
debentures by public limited 
companies. The object of 
these relaxations is to help the 
public limited companies to 
raise more funds needed either 
for expansion and diversifi¬ 
cation or to augment the long¬ 
term resources of the com¬ 
pany for working capital 
requirements. 


The present limit on therafe 
of interest on the debentures . 
issued by the public limited / 
companies has been raised 
from 11 to 12 per cent. This 
limit can, however, be allowed 
to be raised by another one per 
cent if in any year the com¬ 
pany declares a higher dividend 
on its equity shares. In order 
to make the debentures more 
attractive the companies may 
be permitted to offer further 
incentives like the issue of 
debentures at a discount. 

New Definition 

For purposes of calculating ' 
debt-equity norms the “debt*’ 
has been defined as term 
loans, debentures and bonds 
with an initial maturity period 
of five years or more including 
interest accrued from them. 

It also includes all deferred 
payment liabilities. 

The debt, however, would 
not include short term bank 
borrowings and advances, un¬ 
secured deposits or loans from 
the public, shareholders and 
employees and unsecured loans 
or deposits from others. The * 
proposed debenture issue also 
will be included in calculating 
the limits of debt to equity. 

In the calculation of equity 
apart from share capital, the 
preference capital and free 
reserves will be added. The 
determination of these limits 
will be based on the latest 
available audited balance 
sheets of a company. 

The debt to equity limits 
are Subject to two further 
limitations. If the debenture 
issue is for working capital 
requirements the amount of 
debentures should not exceed 
20 per cent of the gross cur¬ 
rent assets, loans and advances. 

In the case of project financ¬ 
ing, the amount of debenture 
issue will be considered on 
the basis of approvals of the 
schemes of finance by the 
financial institutions or the 
Government under the MRTP 
Act. 

Further these relaxations 
will apply only to those issues 
of secured debentures by 
public limited companies to 
the public. The press note 
issued along with the guide- 
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lines says that the rddxatians 
^feve been made to revive the 
^debenture market as a source 
of finance for industry, 

The guidelines also say that 
the deventures shall not be 
redeemable before the expiry 
of a period of seven years. 
The debentures shall have to 
be listed on the stock ex¬ 
change. 

It has also been specified 
that the company proposing 
to issue the debentures to the 
public should be listed and 
its equity shares must have 
l^been quoted on the stock 
‘exchange at or above the par 
value during the six months 
prior to the date of application 
for issue of debentures. 

The debenture issue shall 
have also to be underwritten. 
This condition can be relaxed 
at the discretion of the Con¬ 
troller of Capital Issues. Only 
secured debentures would be 
permitted for issue to the pub¬ 
lic. The face value of the de¬ 
bentures will ordinarily be 
Rs 100 each. 

& The Government alse pro¬ 


mises to take special steps for 
developing a secondary de¬ 
benture market through the 
financial institutions. 

Bank Finance to 
Handicapped 

With 1981 declared as the 
International Year of the 
Handicapped, the Reserve 
Bank has advised the public 
sector banks to review their 
existing self-employment and 
other schemes to explore the 
possibility of further expanding 
their assistance to physically 
handicapped persons. In addi¬ 
tion, special schemes for bank 
assistance to such persons, 
including loans for their edu¬ 
cation and training in identi¬ 
fied occupations and extensor 
of facilities under the Differ¬ 
ential Rate of Interest Scheme, 
may be formulated and circu¬ 
lated to all branches well in 
time so that they can be put 
into operation from the begin¬ 
ning of the next year itself. 

The Reserve Bank has also 
advised banks to review the 
instructions issued by the 
Government regarding the 


concessions to be extended to 
the physically handicapped 
persons in the matter of em¬ 
ployment and take appropriate 
steps to issue necessary ins¬ 
tructions to all bank offices 
with a view to creating an 
awareness in bank function¬ 
aries at the branch level of the 
need for helping the physically 
handicapped persons and to 
give adequate publicity to the 
above schemes, including the 
relevant provisions under the 
DR1 Scheme, so that the con¬ 
cerned institutions and the 
physically handicapped per¬ 
sons would know how the 
banks would be able to help 
them. 

Corporate Sector 
Shows Better 

A study on the financial per¬ 
formance of the corporate sec¬ 
tor made by the Industrial 
Credit and Investment Cor¬ 
poration of India (ICICI), 
based on a sample of 417 pub- 
blic limited companies from its 
portfolio indicates improved 
results during 1978-79. 


The industry groups mainly 
responsible for this overall im* 
proved performance of the 
porate sector were chemtoa^ 
and petrochemicals, glass and| 
pottery textiles autombWfe^ 
machinery manufacture a nAi 
metal products, *\\ 

The 417 companies in 
sample registered an increase 
of 1 1 .4 per cent in their uiSjfi 
sales in spile of virtually cott$* 
Unit prices in 1978*79. Grostl 
profits and operating profits 
of the sample companies ini* 
creased by 14,0 per cent and-, 
22.3 percent, respectively. 

Moreover, the falling trend it* 
the return on capital employ¬ 
ed and operating profits ratid I 
was reversed in 1978-79 and 
the number of companies with 
a return on capital employed 
of more than 20 per cent in- 5 
creased. There was a sizeable; 
increase in retained profits 7 
during 1978-79 as compared 7 
to the previous years. From, ; 
Rs 128 crorc in 1977-78 retain^ ? 
ed profits increased by 45.9 
per cent to Rs 187 crorc. Thie^'j 
share of retained profits befdtfc; 
tax, consequently rose from 7 ! 
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£3.5 per cent in 1977-78 to 
28.0 per cent in 1978-79; , 

There was a modest increase 
in the rate of growth of gross 
fixed assets formation in 
1978-79. The plant and ma¬ 
chinery component, which ac¬ 
counted for 82 per cent of the 
increase in gross fixed assets 
in 1978-79, witnesed a rise of 
one per cent. An increasing 
portion of the asset formation 
during the year was financed 
by internal sources consequent 
upon the enhanced plough 
back capacity of the corporate 
sector. 

In line with the national 
trend, exports of the same 
companies were less buoyant 
during the year, this coupled 
with a liberalised import po* 
licy led to a fall in the net for¬ 
eign exchange earnings of the 
sample companies in 1978-79. 

Textile Quotes 

The Ministry of Commerce 
has issued a clarification re¬ 
garding determination of quo¬ 
tas for export of textiles to 
quota countries for 1981 under 
the past performance scheme. 
A public notice issued by the 
Chief Controller of Imports 
and Exports states that the 
quantity of exports to EEC 
countries for all items, except 
handkerchiefs, should be ex¬ 
pressed in kilograms. The quan¬ 
tity of handkerchiefs, should 
be expressed in pieces (thous¬ 
and). In respect of exports 
to the USA, these quantities 
should be given in square yard 
equivalents, and those for ex¬ 
ports to Finland, Norway and 
Austria in tonnes only. 

Australian Curbs 
on Exports 

Australia has placed restric¬ 
tions on more items of export 
interest to India. These are 
power hacksaws and certain 
igments. The restrictions 
ave been imposed following 
complaints from the Austra¬ 
lian industry that India is 
dumping power hacksaws and 
pigments to the detriment of 
domestic units. Pending the 
enquiry, cash securities are be¬ 
ing sought from Indian expor¬ 
ters. In the case of pigments, 
the dumping enquiry has been 

i' 

r “ ! EASTERN 800M0MBI 


ordered by the Australian au- 
thorities. But no security is 
being insisted upon at least 
for the time being. 

Although the quantum of 
these exports is not very sub¬ 
stantial, but the restrictions 
placed by Australia are defi¬ 
nitely an indication of the 
growing protectionist policies 
followed by that country. 

Australia has already restric¬ 
ted the import of footballs 


from India on the ground of 
injury to domestic industry. 
In the beginning of this month, 
Australia notified the Indian 
Government that it was with¬ 
drawing the developing coun¬ 
try preference (DCP) in the 
case of oval shaped footballs, 
supplied by India. As a result, 
the footballs, which were be¬ 
ing manufactured specifically 
for the Australian market, will 
be subject to an import duty 


of 41 per cent compared with 
10 per cent under the DCP 
system. 

Tie-ups with 
Philippines 

There is a vast scope for 
setting up joint ventures in the 
Philippines in the field of diesel 
engines for small fishing boats, 
hand-made paper, umbrella, 
lapidary and jewellery, leather, 





J 



attracts 
investors from *' 

' EUROPE. AMERICA. ASIA AMO AFRICA 

■ MULTI-NATIONALS 
. INDIAN iNDUSTRIALHOUSESF 



KAFTZ Comprises 50 working units + 43 in the offing 

\ KAFTZ: 

■ Aims at 110% increase in exports in the current year, 

■ Records 70% increase in exports in the last year 

.■ Expects to reach the level of exports & employment 
to Rs. 100 crores and 8000-10000 workers 
respectively within next 4-5 years. 
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incentives too attractive 
to ignore 

Duty Free import of alt requirements 
£ without import licence formalities- 
Loans at very concessional rates. 

| Cash subsidy @ 15% of the investment 
i in fixed assets & Package of other 
‘ incentives & facilities available for 
setting up of export-oriented industries 
at KAFTZ. 

l Fully developed industrial 
plots & sheds available at very 
reasonable terms. 


♦ 

t 

t 

• 

I 

« 

% 


ADDITIONAL 

INCENTIVES 

■ Transport subsidy 
increased to 2%. 

■ Reimbursement of 
Central Sales Tax. 

0 Industrial Workers 
Housing Programme 
* being taken up by 
Gujarat Housing 
Board. 
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bandtools, bicycles, foundry 
Ismail metal parts, electronic 
'TOinponents and medical 
equipment. There is also am¬ 
ple scope or setting up Indo- 
Philippines joint venture and 
import of semi-finished pro¬ 
ducts for reprocessing/manu¬ 
facturing for exporting to third 
countries. 


These areas of economic col¬ 
laboration and cooperation 
were discussed recently bet¬ 
ween the members of the Fede¬ 
ration of Indian Chambers of 
Commerce and Industry and 
the visiting 11-member study/ 
ffiade delegation sponsored by 
the Government of the Philip¬ 
pines. The Philippine delega¬ 
tion was led by Mr Jaime R. 
Lcgasp, senior consultant to 
the Minister for Trade. The 
Indian side was led by Mr 
Kulwant Rai, committee mem¬ 
ber of FJCCJ. 


Drugs Export 

The export of basic chemi¬ 
cals. pharmaceuticals and cos- 
emetics in the iirst six months 
Stef the current year (April to 
September, 1980) increased by 
40 per cent as Rs 105.5 crore 
from Rs 73.9 crore achieved 
in the same period of the pre¬ 
vious year. 

The export of basic inorga¬ 
nic chemicals, organic chemi¬ 
cals and agro-chemicals has re¬ 
corded a 87 per cent increase 
in the six months period of the 
current year at Rs 17.89 crore 
against Rs 9.56 crores of last 
year. 

Drugs, pharmaceuticals and 
► fine chemicals also recorded a 
substantial increase in exports. 
Drugs and pharmaceuticals ex¬ 
ports touched Rs 43.73 crore 
in the six month period of the 
current year as against an ex¬ 
port of Rs 29.54 crore in the 
previous year. Crude drugs 
export has almost doubled to 
Rs 15.40 crore in the current 
year from Rs 7.95 crore achiev¬ 
ed in the same period of the 
previous year. 

On the other hand, export of 
essential oils registered a 50 
per cent fall to Rs 1.89 crore 
/ in the current year from Rs 
3.59 crore achieved in the same 
period last year. 


Names in the News 

President Carter has nomi¬ 
nated Mr A.W. Clausen, Presi¬ 
dent of the largest bank in the 
US, to succeed Robert Mc¬ 
Namara as head of the World 
Bank. Mr CJausen, 57, is the 


President and chief executive 
officer of the San Francisco- 
based Bank of America. 

The President of the World 
Bank has always been an 
American since the Bank and 
its sister organisation, the 


Readers 9 Roundtable 

Rule 40 (5) of Income Tax Rules, 1962 


Sir, 

Interest is chargeable under 
the income-tax Act, 1961 for 
(a) short payment of advance 
tax (section 215) and (b) non¬ 
filing of statement/estimate of 
advance tax (section 217). The 
same can, however, be reduced 
or waived by the Income-tax 
Officer in specified events. 

Rule 40 of the Income-tax 
Rules, 1962 says that in the 
cases and under the circums¬ 
tances mentioned in clauses 1 
to 5 threof the Income-tax 
Officer may reduce or waive 
interest payable under section 
215 or section 217. Clauses 
1 to 4 prescribe four cases 
where the Income-tax Officer 
can reduce or waive interest, 
and clause 5, which is of 
general nature, authorises the 
Inspecting Assistant Commis¬ 
sioner to exercise the aforesaid 
power. 

Section 215(4) of the IT Act 
(and adopted by section 217(2) 
as well) gives power of reduc¬ 
tion or waiver of. interest to 
the Income-tax Officer and not 
to the Inspecting Assistant 
Commissioner. The opening 
part of Rule 40 itself provides, 
and quite rightly, that the 
Income-tax Officer may reduce 
or waive interest in the cir¬ 
cumstances mentioned in the 
rule. The rule then specifies 
four events, per clauses 1 to 4, 
for exercise of the aforesaid 
discretion by the Income-tax 
Officer. But, strangely enough, 
clause 5, which is of general 
nature, arms the Inspecting 
Assistant Commissioner with 
the aforesaid power of reduc¬ 
tion or waiver of interest as 
well. 

The power to make rules for 
carrying out the purposes of 
the IT Act vests in the Board 
of Direct Taxes under section 


295 of the Act. The Board's 
power on subordinate legisla¬ 
tion cannot be exercised in a 
manner so as to go beyond 
the provisions of the Act. 
Since the Income-tax Officer is 
the sole authority to exercise 
the power of reduction or wai¬ 
ver of interest under section 
215(4) of the Act, the vesting 
of the aforesaid power in the 
Inspecting Assistant Commis¬ 
sioner by clause 5 of Rule 40 
of the IT Rules, 1962 is ultra 
vires of the provisions of the 
section 215(4) and further be¬ 
yond the rules making power 
of the Board. It is, therefore, 
considered that the Inspecting 
Assistant Commissioner is not 
competent to act under Rule 
40(5) of IT Rules unless section 
215(4) is amended suitably for 
the purpose. 

Incidentally, it may be men¬ 
tioned that the provisions of 
Rule 48 of the IT Rules, 1922 
(made for the purpose of re¬ 
duction or waiver of interest 
by the Income-tax Officer in 
terms of 5th proviso to sub¬ 
section (6) of section 18A of 
the IT Act, 1922) both with 
respect to (a) cases in which 
interest could be reduced or 
waived and (b) exercise of 
power of reduction or waiver 
of interest by the Income-tax 
Officer and Inspecting Assis¬ 
tant Commissioner as well 
were identical to the provisions 
of Rule 40 of the IT Rules, 
1962. and the lapse in relation 
to the competence of the Ins¬ 
pecting Assistant Commis¬ 
sioner to reduce or waive in¬ 
terest under clause (5) of Rule 
48 of the IT Rules, 1922 rem¬ 
ained unnoticed duririg the en¬ 
forceability of the IT Act 1922 
which was repealed on the 
coming into force of the IT 
Act, 1961 on 1st April, 1962. 


International Monetary Ftihd ; 
(IMF), were founded in 1946. , 
The bank's President is elect-; v 
ed by its board of executive , , 
directors whose US director 
casts about 21 per cent of the * ' 
total vote. The President serves , * 
a five-year term. £ 


It is interesting to note that 
even the Supreme Court while 
discussing the discretion of the 
Inspecting Assistant Commis¬ 
sioner under clause (5) of Rule 
48 of the IT Rules, 1922, in a 
case reported at page 34 of 
Income-tax Reports 1963 V.48 
failed to take cognizance of 
the aforesaid lapse. 

The relevant portion of the 
judgment reads as under ; - 

‘. .Sub-rule (5) of that rule is 
genera! in its terms and it lays 
down ibatin a case in which the 
Inspecting Assistant Commis¬ 
sioner considers that the circu¬ 
mstances arc such that reduc¬ 
tion or waiver of interest is jus- 
lifted the Income-tax Officer 
may reduce or waive the interest 
payable. Such a case may be 
where a part of the tax is paid 
and also a case where no tax 
is paid. This right of an asses- 
see to obtain a decision of the 
Inspecting Assistant Commis¬ 
sioner in either case is denied 
to the asstssee if he is not sent 
a notice and is not afforded a 
hearing as required by section 

35 (proviso). P. 39.It is 

thus apparent that for the as¬ 
sessment years 1951-52 and 
1952-53 the appellants might, 
if opportunity had been given, 
to them, have convinced the 
1 nspccting Assistant Commit 
sioner that they had good 
grounds for not paying the 
advance tax because their cas¬ 
es were still in the process of 
consideration and settlement. 
No doubt, the Inspecting As¬ 
sistant Commissioner might 
have disagreed with their 
claim but the opportunity to 
bring the cases to the notice of 
the Inspecting Assistant Com¬ 
missioner was denied to the 
appellants if they did not re¬ 
ceive a notice and were not 
heard against the express dir¬ 
ection in the proviso to sec¬ 
tion 35 . .. P. 40. 

Your etc 
R.L. K host a 
Amritsar Income-Tax Advisor 
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' Kunal sales up from 
Rs.248 lakhs to 
Rs.397 lakhs. 

Gross profits - 
Rs.45 lakhs to 
Rs. 70 lakhs. 

20% dividend. 


Kuitftl— Highest operating results 

Sales reach an all lime high of Rs, 396.88 
lakhs—against previous year’s sales ofRs. 248 
lakhs. Profit before depredation rises by 55% 
to Rs. 69 62 lakhs from Rs. 45 lakhs—again a 
record. 

Higher Dividend 

Higher dividend declared —20% as against 
15% for the previous year—an increase from 
Rs* 13.50 lakhs to Rs. 18.00 lakh* in terms of 
quantum. 

Production of inserts 

Commercial production of KUNAL-LMM 
II highspeed inserts begins in March, 1980. 
Til© Company hopes to achieve at least 70% of 
its installed capacity in the first year itself. 

Self-sufficiency In insert;; 

With commencement of insert manufacture, 
Kunal attains self-.sufficiency in this crucial 
component, joining the select few in the world 
who manufacture both the insert and upper part 
under one roof. 

To Textile Mills, the emergence of the KUNAL 
$MM 11 spindles means quicker delivery, wider 


choice and availability of a spindle-inscri 
combination if international standard, 

Textile Rings 

Kuna) launching Rs 300 lakhs project for 
manufacturing wide range of superior quality 
Textile Rings in collaboration with Messrs. 
Rieners & Furst, West Germany Internal 
accruals and borrowing from financial institutions 
expected to meet the cost, obviating need for 
fresh capital. 

Exports 

Kunal continues to export spindles to own 
collaborators in Switzerland. Despite heavy 
pressures of internal demand restricting scope 
for exports, Company is confident of increasing 
exports, particularly with increased production 
capacities. 

Modernisation Imperative 

Production of yarn needs to be stepped up 
substantially with the twin objective of increasing 
availability of yarn to Handloom sector and 
increasing per capita availability of cloth— 
which has remained virtually static for nearly 30 
years. This can be achieved only by installation 
of additional spindles and modernisation of 
machinery in Textile Mills. 





Mr- 0- C. Kotherl 


Higher Production need of the day 

The Textile Machinery Industry has a crucial 
role in the modernisation and expansion of 
Textile Mills. The industry also has a high 
export potential. Therefore, the Industry must 
be allowed to expand production capacities with 
least procedural delays, so that it may make its 
full contribution to economic development. 
Further, access to advanced technology is essen¬ 
tial to increase productivity and reduce costs, 
particularly from the view point of energy con- / 
servation, as these will help the Industry to be ' 
competitive in foreign markets, besides augment¬ 
ing supplies to the domestic market. 

Moving ahead with renewed vigour 

With order books full for next two years’ pro¬ 
duction, and benefit of full year’s contribution 
from insert manufacturing, Kunal poised for 
further growth. Barring unforeseen circums¬ 
tances, turnover expected lo increase to Rs. 440 
lakhs and gross profits to Rs. 80 lakhs next year. 

Highlights from the statement of Mr. D.C. 
Kothari, Chairman, to share-holders. Those 
interested in the full text of tho statement may 
write to the Company for a free copy. 
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Raymond Woollen Debenture 
Issue 

Tub Raymond Woollen Mills 
Ltd is offering to the public for 

« bscription 1.20 lakh secured 
bentures of Rs 400 each ag¬ 
gregating Rs 4.80 crores, to 
raise a part of the finance for 
implementing its Rs 31.40 cro¬ 
res cement project at Arasmeta 
in Madhya Pradesh. The subs¬ 
cription list opens on Decem¬ 
ber 11. Each debenture will 
carry a right to subscribe for 
five equity shares of the com¬ 
pany fface value Rs 10 a share) 
at a price of Rs 20 per share 
in September 1981. The deben¬ 
tures carry an interest rate of 
J 1 per cent per annum or such 
Pfcigher rate as may be permit¬ 
ted by the Government on the 
date of allotment. 


certain controversies raised 
with regard to the tax position 
when a part of the convertible 
bond is applied for the allot¬ 
ment of equity shares. Accord¬ 
ing to certain tax experts, when 
a bondholder exercises his op¬ 
tion to receive a certain num¬ 
ber of equity shares, it amounts 
to a transfer of exchange and 
therefore the tax authorities 
may impose a tax. 

In fact, it is said that the 
Supreme Court has recently 
ruled that capital gains will be 
attracted in a case wherein pre¬ 
ference shares were eligible for 
conversion into equity shares. 

The cost of the cement pro¬ 
ject is estimated at Rs 31.40 
crore. It is expected to be 
commissioned in April 1982. 
At full production this project 
will add Rs 18 crore to the 


550to 4$0* is t i out of 4 appli¬ 
cants; 1,000 to 5,000 25, 1 out 
of 2 applicants, 5,050 to 
10,000, 25 to each applicant; 
and above 10,000, 50 to each 
applicant. 

Great Eastern to Pay More 

The directors of the Great 
Eastern Shipping Co Ltd, have 
recommended a dividend of 
25 per cent for the year end¬ 
ed June 30, 1980, subject to 
the approval of the Shipping 
Development Fund Committee. 
It is stated that such a rate of 
dividend has been proposed 
by the board in view of the 
fact that for the last two years 
the company could not dec¬ 
lare any dividend. The com¬ 
pany paid a dividend of 15 per 
cent for 1976-77. 

It is also stated that if 
SDFC’s approval is not received 
in time, the directors recom¬ 
mendation is for payment of 
a divident of 20 per cent for 
the year. According to the 
advice received by the com¬ 
pany. the proposed dividend 
should be free of tax in the 
hands of share holders under 
the relevant sector of the In¬ 
come-tax Act. 


The offer of these debentures 
is in the nature of convertible 
bonds because no part of the 
value of the debentures is to be 
converted into equity shares of 
the company. Only the deben¬ 
ture-holders have been given 
the right to subscribe for five 
equity shares at a premium of 
Rs 10 a share for every deben¬ 
ture held. 

The current quotation of the 
company’s equity shares is 
around Rs 50 and as debenture 
holders are given the right to 
subscribe for new shares at a 
relatively low price of Rs 20, 
it can be expected that the de¬ 
benture issue will be heavily 
over-subscri bed particularly 
because the company’s past 
record of performance has been 
good and its future also is 
likely to be quite encouraging. 

It would appear that the 
company is coming out with 
a debenture issue with a right 
given to the holders of these 
debentures to subscribe to the 
company’s equity capital next 
year mainly to steer clear of 


company’s turnover and in¬ 
crease profits substantially. 
There will be large tax benefits 
available to the company* On 
the other hand, the increase in 
equity capital because of the 
equity shares by way of right 
to debenture holders and the 
conversion option of the finan¬ 
cial institutions will be only 
Rs 1.5 crore against the present 
paid up equity of Rs 4.03 crore. 

Kelvinator 

The directors of Kelvinator 
of India Ltd have announced 
the scheme of allotment of the 
shares in the recent public issue 
offer for the sale of 3,70,500 
equity shares of the company 
with the approval of the Delhi 
Stock Exchange. The issue was 
over subscribed 69 times. 

The number of shares applied 
for, the number of shares allot¬ 
ted and the basis of allotment 
are stated as follows 50, 25, 1 
out of 22 applicants; 100,25,1 
out of 15 applicants; 150, 25,1 
out of 12 applicants 200* 25, 1 
out of 10 applicants; 250 to 


The board’s proposal to pay 
a dividend of 25 percent albeit 
subject to the approval of 
SDFC has exceeded the share 
market expectations. The mar¬ 
ket was expecting a dividend 
of 20 per cent. As for paying 
such a rate of dividend the 
company need not have grant¬ 
ed the dividend announcement 
with a mark-up in the quota¬ 
tion of the company’s shares 
to Rs 35.50 in unofficial deals 
on Monday from the previous 
official closing of Rs 24.25. 

It is dear that the board is 
justified in recommending a 
dividend of 25 per cent. The 
company has fared exceeding¬ 
ly well, with the gross profit 
registering an increase from 
Rs 8.10 crore to Rs 24.52 
crore. In fact the profit for 
1979-80 has been the highest 
in the history of the company. 
After providing Rs 9.12 crore 
for depreciation ( against 
Rs 9.37 crore, the net profit 
comes to Rs 15.80 crore ag¬ 
ainst a net loss of Rs 1.27 
crore in the preceding year. 


Rs 83.45 lakh transferred 
development rebate reserve,^ 
(Rs 89.50 lakh) and taking;2 
into account the sum 
Rs 1.05 crore brought in, the§f 
amount available for disposal 
comes to Rs 17.68 crore. The?! 
development rebate reserve?^ 
gets Rs 2.75 crore and Rs 
crore is transferred to the rev| 
serve of exempted profit#; J 
under Section 80 J and the ' 
general reserve absorbs as; j 
much as Rs 9 crore, leaving i 
Rs 1.18 crore to be carried 
forward. \ 

The dividend, which will v 
absorb Rs 3.83 crore, is to be ,, 
paid out of the reserve of tax- 
exempted profits under Sec- !. 
tion 80J. The company’s earn- , 
ings per share work out at 
around Rs 10. 

The directors state that the 
encouraging results for the 
year have been achieved not 
in a booming market, but in a ; 
period when shipowners had 
to struggle hard and be vigil¬ 
ant to take full advantage of { 
every modest opportunity for ; 
recovery. The company is now ; 
beginning to discern u path 
“that we hope will eventually 
lead us to prosperity.” 

The company is taking a 
cautiously optimistic view 
about its 'outlook for the cur¬ 
rent year. The freight and char¬ 
ter hire earnings so far in the : 
current year arc higherthan 
those in the corresponding - 
period of last year, People’s 
Republic of China is negotiate 
ing with the US a four year 
deal for the import; of food 
grains starting from 198L{ 
Finalisation of this deal would; 
create a sizable demand for V 
tramp tonnage. In such an-2 
event Great Eastern Shipping 
should derive benefit because 2 
it is engaged mainly in tramp 
shipping. 

Jenson & Nicholson 

Jenson and Nicholson 
(India) Limited a private ;; 
manufacturer of paints, will - 
soon join the group of produ- ' 
cers of electronic equipment. 

The company has set up an 
electronic plant at Ranchi, 
under a diversification plan, 
which will produce the first 
unit in the next few days. 
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•:'/ Tb* producer, nattfcd Elect- 
trdnic Weighfeeder, has its 
uses in processing industries 
Jike steel, cement, 'and ferti¬ 
lizers, as well as mineral based 
plants. It can be effectively 
used for quality control. 

The electronic weighfeeder 
factory has been set up by the 
company in technical colla¬ 
boration with a West German 


into India at the moment and 
except for Japan* the Company 
will probably be the first to 
manufacture VAM in Asia. 
The company is putting up 
capacity to manufacture 5,000 
tonnes of VAM per annum and 
the Government has also issu¬ 
ed a letter of intent for in¬ 
creasing the capacity to 10,000 


tonnes pier annum in view of 
the growing demand for VAM, 
Presently, VAM and its 
derivatives arc imported to the 
extent of 8,000 tonnes p$r 
annum at an approximate .cost 
of 86.4 million. Tata Edbrto- 
mic Consultancy Services have 
estimated the demand to be 
about 13,000 tonnes in 1981, 


which hi expected to 46 up 
further to 18,250 tonnes in 
1985. 

The Swedish partner ini the 
venture is the well known 300 
yeariold multinational, A.B. 
Borers which, around the 
turn of 20 th century, earner 
under the leadership of legen* [ 
dary Alfred Nobel. It is 3 


firm, Carl Schenck. The in¬ 
stallation cost has been esti¬ 
mated at Ks 80 lakh. 

It is learnt that the project 
was hanging in the balance 
for about eight years. A pro¬ 
posal was submitted to the 
Centre in this regard in 1970, 
but it was finally cleared in 
the middle of 1978. 

A green signal was given 
to the proposal in 1977 follow¬ 
ing which an agreement was 
signed with the West German 
company. The agreement was 
approved by the Centre in 
1978 paying the way for the 
Jenson and Nicholson to go 
ahead with the electronic pro¬ 
ject. 

It is claimed that this com¬ 
pany was the first to make a 
proposal for setting up an 
electronic weighfeeder unit in 
the country. 

However, it could not be a 
pioneer in the field because of 
the delay in granting permis¬ 
sion to the unit. Weighfeeders 
being produced by the com¬ 
pany can also be used for 
weighing rail wagons in 
motion. 

Vam Organic to 
Make VAM 

Vam Organic Chemicals 
Limited, a new Indo-Swedish 
Joint ventures, has been form¬ 
ed to manufacture Vinyl Acetate 
Monomer (VAM), a basic or¬ 
ganic chemical, in collabora¬ 
tion with the internationally 
reputed company A.B. Bofors, 
Sweden. 

The plant will be located at 
Gajraula, Dist. Moradabad, 
Uttar Pradesh, (a backward 
area) about 100 km from 
Delhi. The main raw-material 
is molasses which is available 
in large quantities from sugar 
mills in the area. The estimat¬ 
ed project cost is Rs 13.67 
crores. 

Vam is entirely imported 


Get away from it all. 

From the bustle of city life. 

The compulsions of the 9 to 5 routine. 
The facades of conformity. 

Come to Hotel Belair, 
a short 12km. drive from Trivandrum 
airport. It's just the place for you. 
Tucked away discreetly in palm groves 
and spreading over 12 acres of 
beautifully landscaped garden. 
Come here to drink in the heady 
beauty of Kerala. Be yourself. 

Just be ... 

Enjoy the facilities of this exclusive 
resort hotel. 24-hour service, two 
swimming pools, tennis court, 
club house, massage centre, indoor 
and outdoor restaurants, playground 
for children, dBnce floor with live 
music in season ... 

Make ? quick get-away to the perfect 
hide-away. To Hotel Belair. 

The perfect 
hide-away 










/HOTEL ■ 

BELMR “ 

Agricultural College Road,Vellayani P.O. Trivandrum - India 
Phone: 3402, 3403, 34B7, 584-10, 584-38 
Telex: 884-230 ACBl,Gram: ACBEE, TRIVANDRUM. 
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be the 
iers of the co: 

Bofors hav0^ 

Vam Organic ^ , 

:$3; 5' million H Wfflk ■ Kf dmrs 
,(Rs 65.54 lakhs)'SShtercst free 
unsecured loan to he converted 
into equity shares at the time 
of public issue. Bofors will 
receive only 2 8 million Sw. 
Kroncrs (Rs 52.43 lakhs) as 
know-how fees nett of taxation. 
No payment of royalty or any 
other payment towards techno¬ 
logy transfer will be due even 
emj;xpan$ion. 

HfThe Indian promoters are 
Hindustan Wires Ltd, (HWL) 
and Mr M.L. Bhatia. Hindustan 
Wires, from a small beginnings 
in 1961, has now a turnover in 
excess of Rs 17 crores. The 
company has two plants, one 
each at Calcutta & Faridabad. 
HWL has a distinguished 
record of having made profits 
iip Sts very first year of opera¬ 
tion - and distributing a divi- 
deucMn the first year of public 
issue. It has made two bonus 
issues totalling Rs 65 lakhs and 
against an equity capital of 
182 lakhs, reserves total 
Rs 108 lakhs. The company 
has no long-term liability. 

Apart from Bofors and 
H.W.L., PICUP & UPS1DC 
have also joined as promoters. 

Being located in a backward 
area, the company will enjoy 
26 per cent tpx-exemption un¬ 
der Section 80 of the Income 
Tax Act, concessional rates of 
interest, power etc. 

‘ Vam Organic Chemicals Ltd 
have been permitted by the 
Controller of Capital Issues, 
i||uitv and preference shares 
totalling Rs 285 lakhs for cash 
at par to be utilised for meet’ 
ing part finance of the pro¬ 
ject. The project is also being 
financed by a consortium of 
financial institutions. 

; The public issue of shares 
will be fully underwritten by 
financial institutions and others 
and the issue opens around 
January, 198L 

Tata Oil Mills to Diversify 

' The management of the Tata 
Oil Mills Co Ltd is taking 
active steps to review 
and assess all possibilities 
and options open to the com- 


panyin the field of diversified 
tied to utilise fully the com- 
my’s considerable technical, 

S nagerial and marketing ex* 
ience and resources. 

joint venture in Malaysia 
continues to fare very well. 
The company now owns stock 
in Uni-Tata of the face value 
of dollars 13.2 million (Rs 
5.32 crores) and has recently 
received 1979 dividend free 
from all Malaysian taxes of Rs 
51 lakh, In terms of the com¬ 
pany's agreement with the Mal¬ 
aysian government the company 
will be soon required to divest 
a part of its holding in Uni- 
Tuta in favour of Malaysian 
citizens, bringing the com¬ 
pany's holding to about 33 
per cent. 

Mr Tata has informed the 
shareholders that the company 
has come out almost unscathed 
from the traumatic experience 
of a 141 days'strike of the 
employees of ihe 21 out of 27 
factories and establishments of 
the company, followed by 
continued disruption of work 
and suspension of operations/ 
lock- out at the Sewri factory 
for another 47 days. The com¬ 
pany has suffered only a 
marginal and temporary set¬ 
back in the working results. 

TISCO 

The financial results of Tata 
lorn and Steel Co Ltd 
(TISCO), for the first half of 
1980 - 8! reveal a set-back 
as compared with the perfor¬ 
mance in the corresponding 
period of 1979-80. Although 
the production and sales of 
saleable steel have gone up 
and the total income is higher, 
both the gross profit and the 
profit before bonus and tax 
are lower. 

The reduction in profits for 
the period April- September 
J980 is mainly due to substan¬ 
tial cost increases which have 
only been partly covered by 
the reimbursements sanctioned 
by the Government so far. If 
the reimbursements sanctioned 
by the Government in October 
1980 are taken into account, 
the profit for the first half of 
1980-81 arc higher. 

The management states that 
assuming there is no further 




poftfer and tvmi^on situation, - 
the company hobes to continue of Rs 20 lakhs has been tri 
to improve production and sales ferred to general reserves* 
and consequently the results of 
the second half of the year are 
expected to be better. 



The production of saleable 
st<fe£ was higher at 705,900 
tonnes for the half year ended 
September 30, 1980 compared 
with 668,000 tonnes in the 
corresponding period of 1979- 
80. Sales have gone up from 
613*200 tonnes to 620,000 
tonnes. The total income has 
gone up to to Rs 217.97 crore 
from Rs 200.38 crore. 

The gross profit before de¬ 
preciation, interest and bonus 
is lower at Rs 25,10 crores 
against Rs 29.58 crores and 
for the whole of 1979-80 
ihis profit amounted to Rs 
58.96 crores. The provision 
for depreciation has been step¬ 
ped up to Rs 11.50 crores 
from Rs 10.75 crore and the 
interest burden also is higher 
at Rs 4.94 crores against Rs 
4.07 chores. The interim reim¬ 
bursements for cost escalation 
are placed at Rs 5.49 crores 
against the ad hoc payment of 
Rs 4.49 crore for the first half 
of 1979-80. Profit (including 
cost reimbursements) before 
bonus and tax is estimated 
lower at Rs 14.15 crores 
against Rs 19.25 crores for 
the first half of 1979-80, and 
Rs 30.43 crores for the whole 
of 1979-80. 

Mohta Industries 

Mohta Industries Ltd have 
many development schemes in 
hand. They are contemplat¬ 
ing to set up a spinning mill 
with 25,000 spindles in Punjab 
in the joint sector with a pro¬ 
ject cost of about Rs 10.57 
crores and a caustic soda pro¬ 
ject with a capacity of 33,000 
TP A with project cost of Rs 27 
crores. 

The company has fared well 
during the year ended May 
31, 1980. The turnover has 
increased from Rs 663 lakhs 
in the previous year to Rs 736 
lakhs and the gross profit 'from 
Rs 48.69 lakhs to Rs 135.12 
lakhs. The directors have re¬ 
commended dividend on equity 
shares at 20 per cent for 


The performance of 
company in the first ToutfS 
months of the current year 
reported to be very cncoutu$£| 
ing. During this period 
duction amounted lo 994^1 
tonnes as compared to 8Q4$$| 
tonnes in the previous yea|Vl;;| 
The profitability of this period^ 
is for satisfactory. Barring $$ 
un foreseen ci rcumst uncos thei| 
directors feel that the current' ? 
year should prove to be as 
profitable as the previous year. 

In view of this the directors , ; 
have recommended an interim j 
dividend at 10 per cent on the ^ 
equity shares. 

fn view of the development 
activities under consideration 
the directors feel that the capi- ; ; 
tal base of the company should A 
be strengthened and it has /: 
been proposed to isSife^ 
5 lakh equity shares of Rs 10 
each as right shares to the ^ 
present equity shareholders in* / 
the proportion of 1.25 right / 
shares for each equity share / 
held. The right shares shall, 
also be entitled to receive in¬ 
terim dividend of 10 percent. 


Century Enka 


The Rs 100 paid-up shares 
of CcnturjiEnka have suffered 
a sharp set-back, with the 
quotation declining from a 
high of Rs 708 touched, 
recently to Rs 675. The sharp • ' 
fall is attributed to offerings 
by institutional investors like 
Unit Trust. 

Tlie board of the company 
is meeting this week to con 
sider the accounts for 1979-80 
and decide the dividend 
and recommend a bonus issue. 
Market circles fed that the 
company has fared better. 
The gross profit may be 
around Rs 10 crores against, 
Rs 7.95 crores in the preced¬ 
ing year. Last year, the 
company paid a dividend of 
22 per cent. 

It is likely that the board 
would opt for the maintenance 
of this dividend rate and not 
raise it as it will be recom¬ 
mending a bonus issue. As 
against an equity capital 
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of Rs 5.27 crores the reserves 
totalled Rs 10.88 crores, as on 
September 30, 1980.' Tfhesc 

will be strengthened with a 
transfer out of the retained 
earnings for 1979-80. The 
company can easily make a 
bonus issue in the ratio of 
one shaic for every two shares 
held and market circles also 
are expecting such an issue. 

National Rolling 8- Steel 
Ropes 

The gross profit of the 
National Rolling and Steel 
Ropes has amounted to Rs 
34.77 lakhs for the vear-ended 
June, 1980. The net profit 
comes to Rs 33.16 lakhs after 
providing Rs 1.61 lakhs for 
depreciation. Allocations in¬ 
clude Rs 18,000 for invest 
men! allowance reserve, Rs 
6.06 lakhs for adjustment m 
respect of depreciation for 
previous yeai, Rs 37,678 for 
adjustment in respect of mis¬ 
cellaneous for previous year. 

Garware Paints 

The directors of Garware 
Paints Ltd, propose to main¬ 


tain the equity dividend of 16 
per cent for the year ended 
June 30, 1980. 

The company has fared 
better, with sales rising from 
Rs 15.70 crores to Rs 19.70 
croiesjmd gross profit from 
Rs 95.45 lakh to Rs 111 
crores. After providing Rs 
18.70 lakhs for depreciation 
(Rs 14 81 lakhs) Rs 50.53 
lakhs for taxation (Rs 46.70 
lakhs) and transferring Rs 4.10 
lukhs to investment allowance 
reserve, the net surplus is 
placed at Rs 38.17 lakhs (Rs 
33.94 lakhs) The proposed divi¬ 
dend will absorb Rs 14.08 lakhs 
and the general reserve gets 
Rs 22 19 lakhs (Rs 18 69 lakhs). 

MahavirSpng. Mills 

The board of directors of 
Mahavir Spinning Mills, 
Ludhiana have recommended 
payment of dividend for the 
financial year 1979-80 at the 
rale of 15 per cent on equity 
shares compared to 12 per cent 
last year. Dividend on prefe¬ 
rence shares ramains at 11 per 
cent. The company has shown 
better performance in terms of 


its production sales and profit¬ 
ability for the year ended 
March 31, 1980. The produc¬ 
tion increased from 47.79 
lakhs kg to 61.76 lakh kg, IU 
turnover increased fijplrn 
Rs 1,281.26 lakhs in 197*79 
to Rs 1,768.51 lakhs during 
1979*80. The company has 
earned a gross profit of 
Rs 349.79 lakhs as against 
Rs 280.11 lakhs for the pre¬ 
vious year. After making pro¬ 
vision for depreciation of 
Rs 116.98 lakhs and invest¬ 
ment allowance of Rs 39.45 
lakhs, the surplus available for 
appropriation is of the order 
of Rs 193.36 lahhs. Out of 
this, Rs 24.69 lakhs will be ab¬ 
ac rbed by the proposed divi¬ 
dends for the year 19^9-80 and 
the balance of Rs 168.67 lakhs 
is transferred to general re¬ 
serve. Now both the units of 
the company at Hoshiarpur 
arc working to full capacity of 
*0,008 spindles.Thecompany's 
spinning unit at Malcrkotla is 
likely to start production in 
the first quarter of 1981. It 
will have an installed capacity 
of 25.000 spindles. 


M|Mq^|oithetics» a di i- 
Paper Mills 
wdl wtr on mam from Octo- 
birajh Hie division has been 
set I® as a modern synthetic 
textile processing house at 
Tarapur, with an installed 
capacity of 66 lakhs metres per 
annum. The division hopes 
to achieve 50 per cent of the 
installed capacity in the re¬ 
maining five months of the cur¬ 
rent year. The operating pro¬ 
fits have been estimated to be 
around Rs 10 lakhs in the first 
vear and around Rs 30 lakhs 
in the second year. 9 

The division has already en¬ 
tered into arrangements lor 
processing of grey cloth manu¬ 
factured by some reputed 
weaving nulls. The division 
also plans to trade under the 
brand name of Balkrishna to 
increase the profitability. 

Due to the diversification /fit 
Tarapur (processing house)tifcd 
expansion schemes at Katyan* 
the managers nt does not Jet* 
pect any tax liability for file 
year-ended March 1981. 
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BORN 
OUT OF SOCIAL 
RESPONSIBILITY 


Vm. HMUOft RAMNft. 
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RAYON GRADE PULP AND STAPLE FISRl 
hi Indio 

hm now entered the ffifoW 

of proihicfifHi 

QUALITY PAPER, 

when the country’ Is facing acuta 

shortage of 

QUALITY PAPER 

being marketed at 

the most competitive prices. 


THE CWILIOR RirON SILK IF& (WK) CO. ITU, 

(PULP DIVISION) 


•IRLAKO0TAM - MAV0OR - KOZHIKODE, 

PIN-673661 

(KERALA) 


Grama: "WOODPULP" Calicut 
Telax: 0854-216 


Phonaa : 73873—74 
73878-76 


{ CALICUT 


Reed. Office : 

BIRLAGRAM, NAGDA (M. P.) 
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Century's 
Fashion Fabrics 



The Century Spinning and Manufacturing Company Limited Bombay 
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November 6 


The Reserve Bank of India (RBI) has 
instructed commercial banks to ensure 
that at least half the direct lending to 
agiiculture and allied activities goes to 
weaker sections by 1983. 

Pakistan is reported to have imported 
from a Dutch firm 6300 tubes made of 
special steel for its secret uranium centri- 
tjjitge plant near Islamabad. 

November 8 

I Prime Minister Indira Gandhi declared 
s in Srinagar that the Centre has no inten- 
! tion of toppling any non-Congress-I 
| Government in the States. 

| The Union Government has decided to 
i suspend exports of trousers to all EEC 
) countries, except the UK and Benelux 
| countries, as also ladies knitted night* 
wear to France. 

The State Trading Corporation (STC) 
will be subsidising its exports of raw jute 
and carpet backing by funnelling its pro* 
fits from other sources so as to oompete 


FOCUS ON INDUSTRY 

Quality of Distribution Transformers 11M 

STATE OF THE ECONOMY «« 

COMPANY AFFAIRS 1115 

READERS’ ROUNDTABLE 1115 

Week 

effectively with the fierce competition 
offered by Bangladesh. 

Iran's former Foreign Minister Sadegh 
Ghotbzadeh, who had long supported a 
quick resolution of the US hostage crisis 
was jailed in Tehran for allegedly 
criticising the Government. 

November 9 

Cement will no longer be imported after 
the orders now in the pipeline are com¬ 
pleted. 

The Barauni oil refinery started receiv¬ 
ing stagnant crude from Assam, although 
at slower pace. 

Mr Puran Chand Joshi, former General 
Secretary of the Communist Party of 
India, died of heart attack. 

November 10 

Prime Minister Indira Gandhi warned 
the Marxist-led Left Democratic Front 
(LDF) Government m Kerala not to 
“stamp out" the opposition. 

The Reserve Bank upvalued the rupee 


i i' '1 i ' s! •* 

by 0.54 per cent against pound iariihf W 
bring the middle rate to Rt 18,7$* 

President Saejlva Reddy ftiped m 
Ordinance providing for the take-over of 
the management of the Aurovilie project 
in Pondicherry for an initial period of 
two years. , 

India signed n contract for the impest of 
l.S million tonnes of crude from Mexiob 
during 1981, Petroleum Minister P.C. 
Sethi stated. 

Hie Army took foil control of the Oil 
and Natural Gas Commission's oil fields 
in the eastern region. 

The Government decided to canalise the 
import of copper wire rods. 

The Ministry of Agriculture was entrusted 
with the task of deciding the import, 
distribution and pricing of fertilizers 
canalised by the Minerals and Metals 
Trading Corporation. 

The Supremo Court by a majority of 
two to one directed the Life Insurance 
Corporation (LIC) to give effect to certain 
settlements reached in early 1974 relating 
to bonus to its employees. 

November 11 

The Reserve Bank upvalued the rupee 
by 0.34 per cent against pound sterling. 
The new middle rate is Rs 18.63. 

The Union Government has regularised 
the excess capacity of 34 industries to the 
extent of 136 per cent. 

Areas of cooperation between the 
Indian and Hungarian engineering indus¬ 
try were discussed at a meeting organised 
by the Association of Indian Engineering 
Industry in New Delhi. 

Former Iranian Foreign Minister Sadagh 
Ghotbzadeh was released from jail. 

Rationed Sugar will cost 65 paise more 
for a kilogram from December 1. The price 
wilt be raised by 10 paise for a kilogram 
of rice and coarse grains from January 1, 
1981. 

November 12 

The reconstituted National Integration 
Council (NIC) gave a call for consolida¬ 
tion of secular forces and decided to set 
up a standing committee to keep a watch 
at the activities of communal and divisive 
forces threatening to destroy the country’s 
unity. 

‘Union Irrigation Minister Kednr Pandey 
took over as Railway Minister following 
the acceptance of Railway Minister, 
Kamlapati Tripathi's resignation. 
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Down with Upton ? 


We do not think tint there is anything at all in the episode 
of the Astralian High Commissioner in New Delhi reporting 
to his Government on the political situation in India, as he 
sees it, for Mr Gordon Upton or his principals in Canberra to 
be apologetic about. The Australian Government no doubt 
must be uneasy and may be upset by the leakage of this con¬ 
fidential document and should it choose to take to task 
the offending Canberra daily Age> this would be the business 
strictly of the Government, the press and the citizens of that 
country. Even then lots and lots of people both in Australia 
and other countries, including ours, may well have to say a 
great deal about the splendours of independent or uncommitted 
journalism in free and open societies. 

Meanwhile, if anything at all should irk or irritate the 
Indian people, it could only be the ludicrous self-righteous¬ 
ness of the bureaucrats—should one call them diplomats at all? 
—in our foreign office and the childish behaviour of those 
journalists in our capital who seem to have become habituated 
to being fed their rations by the‘spokesman’of the Ministry 
of External Affairs. Surely, this attempt to put Mr Upton in 
the dock for daring to suggest that Mrs Gandhi’s leadership is 
not coping with the prevailing difficult situation in this country 
is nothing but preposterous. 

The Prime Minister’s own reaction is not known but it is 
clear that certain officials of the External Affairs Ministry have 
rushed to ingratiate themselves with her by trying to raise 
hell over the Australian High Commissioner’s despatch 
to his Government. Why any journalist should have lent his 
voice and noise to this furore is of course easily explained by 
certain habits of the Delhi press. The question is not whether 
Mr Upton is right in his assessment of the performance of the 
present Government in India, or in his view that, if things do 
not impiovc, a military take-over of power is an eventual pos¬ 
sibility that cannot be ruled out. Mr Upton may be wildly 
wrong in his judgment or surmise, but the issue itself is 
the quite different one whether he had in any way exceeded his 


brief or acted improperly otherwise by conveying his impres¬ 
sions of the Indian scene to his Government in the normal 
course of his official duties. Even the spokesman of the 
Ministry of External Affairs should surely think twice before 
suggesting seriously that Mr Upton has in any way violated the 
decencies or other obligations of his relationship to the Govern¬ 
ment of India to whichhe is accredited or abused the hospitality 
of the people of the country to which he has come as a repre¬ 
sentative of his own. 

An envoy, undoubtedly, has the right and the responsibi¬ 
lity of conveying to his Government his evaluation of the events 
and trends in the country which falls within his diplomatic 
jurisdiction. Indeed, this is one of the important purposes for 
which Governments depute diplomatic representatives abroad. 
Even our foreign office has not suggested that Mr Upton’s des¬ 
patch was anything but a confidential communication meant 
for his Government alone. Simply because this confidentiality 
has been breached by the actions of other persons (in circum¬ 
stances with which Mr Upton obviously had nothing to do), it 
does not follow that there has been any impropriety or irregu¬ 
larity in his functioning as his country’s representative in the 
Indian capital. It would therefore be quite unwarranted and,* 
in fact, highly objectionable for the External Affairs Ministry 
or our Government at any responsible level to raise the demand 
or even promote the talk that Mr Upton should be withdrawn 
by his Government from his diplomatic assignment in New 
Delhi. The situation would be quite different, of course, if 
Canberra, in its own independent judgment and on its own ini¬ 
tiative, were to conclude that Mr Upton’s utility at his post 
may have been impaired as a result of his confidential report 
becoming a public document. 

Meanwhile, although the External Affairs Ministry, with the 
active cooperation of some journalists m the capital, has attem¬ 
pted to throw dust into the eyes of our people, they must still 
be able to see the significance and implication of Mr Upton’s 
reading of the Indian political situation or outlook. In report- 


EASTERN ECONOMIST 


1070 


u i im 




ingthat, ini his view. the Prime Minister of India does not seem 
to be succeeding in finding solutions for our country’s urgent 
Htblcms, the Australian High Commissioner has obviously 
been sharing the thoughts of not only of many other foreign 
observers but al?o a large number of Indian citizens. Even 
Mrs Gandhi has not claimed that the performance of her 
Government has been adequate; she has only tried to explain her 
own disappointment by emphasizing the difficulties created by 
certain circumstances or forces, one of which she has most re¬ 
cently identified as the negativism or obstructionism of opposi¬ 
tion parties. Thus a debate is possible and in fact been taking 
place, with the participation of the Prime Minister herself, on 
the adequacy of the performance of the present administration 
in New Delhi. 

When this is so, how does the External Affairs Ministry 
kAge to carry conviction by setting up a hue and cry that the 
Australian High Commissioner, in his ignorance or worse, is 
misrepresenting the record of performance of Mrs Gandhi's 
Government ? Mr Upton’s mention of the sensitive subject of 
a positive military take over could no doubt be upsetting to 
Indian opinion, but even here his views must be taken as a 
legitimate part of his analysis of India’s political prospects ac- 

Dress Rehearsal 

It was an exciting dress rehearsal. But it has flopped, and 
the Government will now have to think up a new act. Its 
|||^empt to pump out a limited 80,000 tonnes of crude lying 
trapped in the Duiiajan-Barauni pipeline has raised a storm of 
protest in the State, and employees in the Assam oilfields and 
refineries have stopped work. Notwithstanding genuine tech¬ 
nical reasons advanced for clearing the pipeline of old crude 
before the winter set in, it was clear to all that the Government 
wanted to test the water before jumping in with a new show 
of force. Had the pumping operation gone smoothly with a 
minimum of protest, the scene would have been set for a crack¬ 
down on the student agitators and the forcible lifting of the oil 
blockade. Alas, any illusions the Government may have had 
about the Assamese being sick and tired of the agitation have 
been shattered. It is unlikely that even the limited amount of 

» 000 tonnes will finally be pumped out. With the oilfields 
alysed. the only fresh oil available is the quantity lying 
in storage tanks at centres like Jorhat and Galeki. This is 
not remotely enough to replace the old crude lying in the 
pipeline. When the Government is unable to control even its 
employees in the oil sector, it can hardly expect to control the 
whole State. 

Earlier this year, the Government experimented with an 
Army crack-down in Assam, but wisely backed down when it 
became clear that the Assamese public were ready to defy the 
Army in lakhs. Since then the strategy has been based on 
attrition, a long process which is expected to wear out the 
adversary and render it too weak to stand up to a blitzkrieg. 

It is now evident that even a full year of attrition has not 
diminished one whit the depth of Assamese feeling about “for¬ 
eigners”. The discovery of a bomb in the vicinity of the pipe- 


cording to his own perceptions. In any case, is the imeUcet <ir s ; 
the erudition at the command of our Ministry of External 
Affairs of such incisiveness or proftmdity that it cap turn up 
its nose at what it alleges to be the crudity of Mr Upton’s 
reading ? Its spokesman, after all, has had nothing to utter 
in counter-argument except much ‘blah blah' about our nation¬ 
al genius, moral heritage or political traditions. Only a strange 
reading of Indian history could be made to serve the purpose 
of making it appear that India always was, now is, and mu$t 
for ever in the future be informed by the spirit of democracy' 
pure and unalloyed. It would be the height of foolishness on 
our Government’s part if, on pretexts or pretensions such as 
these, our man in Canberra were to be instructed to make an 
unreasonable nuisance of himself to the beating of the distant 
drums of certain sections of the Indian press. What would be 
more to the point is for India’s Prime Minister, for one, to en¬ 
gage herself in sufficient and serious introspection. The fact 
that a certain view of the functioning of the Government is 
finding favour in quarters which are not directly involved in 
Indian politics must be a helpful warning to her that she should 
try more and more to acquaint herself with the ugly face of 
reality. 

in Assam Flops 

line is a warning of what will happen if the Government tries 
to restart the flow of oil. This bomb alone would have suffic¬ 
ed to blow away over 100 metres of pipe. Not even the most 
vigorous patrolling can protect the pipeline over the stretch of 
almost 1,000 kilometres from Digboi to Barauni. 

So the Assam tangle remains as tangled as eter. No obvious 
solution suggests itself. And yet it looked at one stage last 
month as though a settlement was in sight. The Government 
ultimately stuck rigidly to its 1971 deadline, and merely offered 
additional funds to Assam to help it tackle the problems caus¬ 
ed by the influx. This approach was doomed to failure. The 
Assamese cannot be bought off, whether by cash in suitcases 
or official grants from the Central Government. Their grie¬ 
vance over “foreigners” is not financial at all—it is a crisis of 
identity which not all the Central grants will solve. 

Mr L.P. Singh had earlier suggested that a 1967 deadline could 
be the basis of a compromise. This suggestion is surely worth 
a second look. Unless the Government shows some willingness 
to compromise, it cannot hope for a settlement. No doubt 
there will be all sorts of problems in identifying and removing 
“foreigners”. But these problems will be as acute for the post- 
1971 period as for the 1967-71 period. 

What is necessary is to let the steam out of the Assam agi¬ 
tation through a compromise settlement, and let the problem 
of implementation take its own time. It is worth remembering 
that the fierce Akali agitation for including Chandigarh in 
Punjab ended with the Government giving in as long ago as 
1967. It is now 1980, but Chandigarh remains a-Union Ter¬ 
ritory and the Akalis are no longer excited about the issue. 
There is a signal lesson to be learned from this. 
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Get more power from your 
man-power 



LIC's 

GROUP INSURANCE SCHEME 

The Scheme can ensure higher productivity by 
enhancing the employees' morale 


LIC's Group Insurance Scheme provides insurance protection to a large 
number of employees at a minimum cost. The Scheme ensures the pay¬ 
ment of adequate and pre-determined sum to the employee's family in the 
event of his premature death. 


Benefits: 

LIC's Group Insurance Scheme has many 
built-in advantages. 

e Premiums are treated as tax deductible 
expenses 

e Possibility of premium reduction in 
succeeding years 

• Reduced cost of life-cover per person 

The Group Insurance Scheme which can 
be tailor-made to suit your requirements. 


has been adopted by many farsighted 
employers. 

This Scheme can be designed, if so 
desired, to replace the statutory E.D.L.L 
Scheme. 

Check with the nearest LIC office, or 
write to: 

The G & S Department Life Insurance 
Corporation or India, Central Office, 
'Yogakshema', Jeevan «Bima Marg, 
Bombay 400621 



fife Jnsurance Corporation of Jndia 


■\ 
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©py ^bo(i§bts 


M rs Indira Gandhi's search for God as 
well as temporal power has come to 
its logical conclusion in the takeover of 
the Auroville project of the Aurobindo 
^Rftiram. If press reports are to be believ¬ 
ed, only a court injunction prevented the 
takeover of the Ashram as well. God 
has not exactly been nationalised, but 
has been partially brought under Govern¬ 
ment management. This is but natural in 
a socialist pattern of society, particularly 
a secular one. The commanding heights 
of the country must be in the hands of 
the public sector, not God. There was a 
time when the late Pandit iawaharlal 
Nehru foolishly thought that the com¬ 
manding heights were occupied by busi¬ 
nessmen. This error was due to his being 
an atheist. It has now become clear that 
the heights are actually commanded by 
the deities with batallions of tantric as¬ 
trologers and flying brahmacharis, at 
their service. The response to this dis¬ 
covery has been two-fold. On the one 
hand mahayagnas and the like are being 
held to propitiate the gods, who are 
notoriously venal in the Hindu tradition. 
On the other hand steps are being taken 
to make the god > and their lieutenants 
jxmscious of their social responsibilities. 

will no longer do for ashrams to mis¬ 
appropriate funds as though they were 
political parties. It is outrageous that 
some Aurovilians—or should we say 
Auro-villains?—have declared that they 
cannot accept any imposed norms or 
guidance on the ground that this would 
be against the vision of Sri Aurobindo 
and the mother. It is only organisations 
like the Youth Congress which can re¬ 
fuse to accept imposed norms or guidance 
on the ground that this is against the 
vision of Sanjay Gandhi and the Mother. 

fit is worth recalling that in the bad 
old days before the Renaissance, both 


spiritual and temporal power vested in 
religious authorities. Then came the Re¬ 
formation, and with it the separation of 
religious and temporal power. We have 
now evolved to a stage where the State 
will now take charge of spiritual matters 
as well. Religion, said Karl Marx, is the 
opium of the masses. But in India there 
is a Government controller to look after 
the production and distribution of op¬ 
ium. Perhaps he would be the appro¬ 
priate custodian for the Auroville pro¬ 
ject. 

T cannot understand why the Indian 
■■■ press has been so outraged by the 
insistence of the British customs authorities 
on making a thorough search of the bag¬ 
gage of the Indian cast of the play 
“Ghasiram Kotwal’\ The customs au¬ 
thorities are no angels, and have been 
guilty of racial discrimination in the 
past. But on this occasion I fail to see 
why they should be dubbed racist. After 
all, personalities in the world of enter¬ 
tainment are notorious the world over - 
including India- for their attachment to 
drugs. Some of the biggest names in 
Western show business including the Bea¬ 
tles and Rolling Stones, have been caught 
in possession of marijuana and worse. So 
the customs authorities have good reason 
to treat entertainment personalities with 
particular suspicion. The charge of ra¬ 
cism would be sustainable only if the 
authorities made no attempt to search 
British personalities. In fact the British 
authorities are far more meticulous 
about such matters than our own. 

It is a well known fact that Indian film 
stars return from abroad laden with all 
sorts of imported goods, and get away with 
only nominal penalties, if any. An Indian 
hockey team has to be circumspect if it 
loses its matches abroad, but if it is vic¬ 


torious it knows that no customs officer 
will spoil the fun by searching the lug¬ 
gage of the victors. This practice can 
only be defended as a badly-ncedcd in¬ 
centive for our underpaid hockey stars. 

TVT obody had expected Mr Ronald Reagan 
^ to win the US Presidential election with 
such an overwhelming majority. Most 
opinion polls had predicted a very close 
struggle. And yet it would be wrong to 
pour scorn on the pollsters. A poll 
conducted on the morning of the election 
gave Mr Reagan a clear lead of S per cent, 
which in American conditions spells a 
landslide victory. The truth is that the 
voting public in the USA has become no¬ 
toriously fickle. It changes its mind 
quite dramatically for minor, even frivo¬ 
lous reasons. President Carter owed his 
narrow victory in 1976 largely to the fact 
that he had a broader smile than 
Mr Gerald Ford. Mr Dale Bumpers was 
able to oust Senator Fullbright from the 
Senate thanks to his alluring expanse of 
teeth, and is considered a possible Pre¬ 
sidential contender for the 1984 election. 
So much for the notion that voters in a 
mature democracy use their intellect in 
casting their votes. A population addic¬ 
ted to TV commercials is used to the 
hard sell, and Presidential candidates 
need advertising techniques even more 
than deodorants. There are some intellec¬ 
tuals in India who hold that democracy 
is unsuitable for this country as voters 
are not educated and do not exercise 
proper thought and care when casting 
their vote. These intellectuals would be 
well advised to look at the great land 
across the black water and see whether 
literate voters there are any more ration¬ 
al than illiterate ones here.* 
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Fazal Committee on Coal 

R C. Ummat 


Tmi mouniino losses of Coal India 
Limited (ClL) may warrant another step- 
up in coal prices. But the pricing for¬ 
mula suggested by the Experts Committee 
on Public Enterprises, headed by 
Mr Mohd Fazal, Member, Planning 
Commission, can hardly be adopted for 
this industry at the present juncture. 
The formula envisages the average sale 
price of this vital fuel being determined 
on the basis of the actual direct pro¬ 
duction cost plus a return of 12.5 per 
cent on capital employed. Knowlegeable 
circles opine that if worked out on this 
criterion, the increase in coal prices will 
have to be hafty, even if due allowance 
is made for such factors as the large 
investments made in the recent years 
which have yet to >ield results, excessive 
work-force, etc, Passing through serious 
inflationary tendencies currently, to miti¬ 
gate which earnest efforts are needed, 
the economy can ill afford a sizeable 
dose of cost-push inflation that will 
result from any substantial scaling up of 
coal prices. 

Realistic Costs 

From the long-term point of view, the 
committee's recommendation, of course, 
will require serious thought. But even 
then costs will have to be determined on 
realistic norms, as is the practice in all 
cases where cost plus fair return is taken 
as the basis for fixation of prices of an 
industrial product, in an industry which 
is under pressure from various quarters, 
including the politicians at the helm of 
affairs, to expand its work-force irres¬ 
pective of the requirements, the cost plus 
fair return basis will have to be qualified 
not insignificantly. The recommenda¬ 
tions of the Bavaja committee, which 
went into the affairs of the coal industry 
a couple of years ago, clearly implied 
this when it suggested judicious deploy¬ 
ment of the excess labour force in the 
future expansion programmes of the 
industry. 

The financial health of the coal indus¬ 


try, however, has been vitiated in the 
recent years not only by the alleged un¬ 
realistic pricing policy but also by the 
near-stagnation in output since 1975-76. 
After nationalisation, coal production 
has gone up materially in only two years, 
i.e. in 1974-75 and 1975-76 when the 
annual increase was of the order of about 
10 million tonnes. The subsequent four 
years have witnessed addition to output 
to the extent of just four million tonnes 
despite substantial investments having 
been made both from the points of view 
of short and long terms. Last year’s 
production has been provisionally put at 
103.93 million tonnes, as against 99.68 
million tonnes in 1975-76. An analysis 
of coal statistics since 1970-71, of course, 
suggests that these statistics are suspect. 

Murky Picture 

The closing stock figures vary widely 
from the levels arrived at taking into 
consideration the total availability in a 
year assessed on the basis of the carry¬ 
over stock from the previous year plus 
production in a year minus the despatches 
during the year. Local consumption— 
whethei for captive power generation or 
on account of provision of free fuel to 
employees—docs not fully clear up the 
picture. 

Much more important than the ratio¬ 
nalisation of coal prices with a view to 
eliminating the losses of the industry, 
however, is the problem of raising pro¬ 
duction to meet the growing require¬ 
ments especially when the mounting oil 
import bill warrants as large switch over 
to coal and other sources of energy as 
possible. Some improvement is stated to 
have taken place on the production front 
during the current financial year, with 
the output during the first six months 
aggregating to 50.05 million ronnes as 
against 47.06 million tonnes in these 
months last year. This rate of progress, 
however, significantly falls short of tar- 
getted growth of 10 per cent. 


The current Five-Year Plan envisages 
an investment of Rs 1,000 crores to in¬ 
crease production by 60 million tonnes. 
Collaboration is being sought from 
abroad, particularly the Soviet Union, 
the United Kingdom, France, West 
Germany and Poland for achieving this 
objective. But these efforts can fructify 
only if the other major problems afflicting 
the industry can be tackled effectively.' 
The Fazal committee has done well in 
drawing pointed attention to these pro¬ 
blems, even though they have been 
known to be there for years. The m^jor 
ones among them relate to law and order 
situation and industrial relations. 


Law & Order Position 

The committee has stressed that costly 
equipment installed in the mines may be 
damaged or get lost or remain unused 
unless urgent steps arc taken for improv¬ 
ing the law and oider situation in the 
colliery areas. It has pointed out that 
there are allegations that some of the 
managerial, supervisory and trade union 
personnel are hand in glove with anti¬ 
social elements. A virtual mafia domi¬ 
nates the coal belt. A lime-bound pro¬ 
gramme has been suggested for weeding 
out persons of doutful integrity and ex- 
ternment of anti-social elements from the 
coalfields. 

Poor industrial relations, the commit- * 
tee feels, have genesis m the inadequacy 
of transport, housing and other facilities. 
But the problem has been aggravated by 
militant trade unionism and intra-union 
rivalries under political patronage. Some 
trade unions and the musclemen on com* 
p<my rolls, it has been pointed out, ex¬ 
tract lucrative contracts for transporta¬ 
tion, etc. Several questionable activities 
of some members of the management too 
have been highlighted. All this, it has 
been emphasised, has resulted in an at¬ 
mosphere of insecurity which hampers 
effective control and supervision. There 
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ti depravation in the higher echelons 
of management. 

^ Several suggestions have been made 
by the committee to improve industrial 
relations as well as the law and order 
situation. The central industrial security 
force* it has been recommended* should 
be replaced by a coalfields security force 
having police powers. A cell should be 
created in the Home Ministry to tackle 
the law and order situation in the crucial 
states of Bihar and West Bengal. The 
present personnel and industrial relations 
set-up should be restructured with a view 
to evolving uniform standing orders and 
Maintenance of uniform service records 
and other personnel records for Coal 
India and its subsidiaries. The grievance 
redress&l procedure for individual cases, 
which has fallen into disuse because of 
the apathy of management and trade 
unions* should be activised and all nor¬ 
mal channels of resolving industrial dis¬ 


putes should be exhausted before referring 
the disputes to conciliation. These mea¬ 
sures* however* can yield results only if 
operations in the colliery areas are de¬ 
linked from politics. Local politicians 
and their henchmen, unofficial reports 
suggest* indulge in all sorts of malpracti¬ 
ces* ranging from collection of fees on un¬ 
authorised movement of coal to instigat¬ 
ing go-slows and strikes to serve their 
own ends. 

Another serious problem which needs 
to be attended to expeditiously is the 
streamlining of movement of coal by rail¬ 
ways which has shown a declining trend 
in the recent years and necessitated grea¬ 
ter resort to movement by road. Rail¬ 
ways have to shoulder increasingly the 
burden of coal movement in the interest 
of containing transportation costs. The 
augmenting of the wagon fleet of railways 
through acquisition m the coming years 
of substantially more wagons than has 


been the case in the Vast three yeti's ttU ’ 
improving the maintenance of the Old 
wagons is a step in the right direction. 
But despite this increase in the overall 
wagon fleet of the railways, a close liaison 
will have to be kept by the railways with 
the colliery managements. Mutual accu* 
sations by the railway authorities and 
Coal India management of each other's 
failings arc of no interest to consumers. 

From the long-term perspective, serious 
consideration needs to be bestowed also 
on the transportation of coal by pipelines, 
A pilot project in this regard is stated to 
be under consideration for Maharashtra 
and Gujarat with technical assistance from 
a US concern. It needs to be pushed 
through expeditiously. 

Augmentation of the captive power 
generation facilities in (he colliery areas 
on a priority bast* too is urgently called 
for. Power shortage has been affecting 
coal production not insignificantly. 


Water Management Technology Transfer to Farmers 


Agriculturai development is a highly 
complex and difficult task. Agriculture 
is no more a mere means of liveli¬ 
hood. Unlike the agriculture of yester¬ 
years* the agriculture today is becoming 
a soil of industry with cver-increasing 
emphasis on technology. Seed* fertilizer 
and water management continue to be 
three main tenets of successful farming. 
However, these are of little value if not 
applied properly. For tapping high 
yield potential of new crops and new 
^cropping patterns, it is essential that 
iarmers use efficient water management 
practices in crops along with other mod¬ 
ern-technology needed for obtaining 
higher yields. With the use of appro¬ 
priate water management technology* 
losses of irrigation water can be mini¬ 
mised. This could be accomplished by 
minimising losses of irrigation water 
during conveyance* levelling/smoothen- 
ing lands and irrigating the crops using 
proper irrigation methods combined with 
suitable drainage methods. With pro- 

Mr R.A. Rastogi is Professor, Agricultural 
■Engineering and Mr Vinod Kumar Assistant 
Professor* College of Technology, G.B Pant 
University* Pantuagcr. 


R. A. Rastogi & Vinod Kumar 

vision of suitable drainage methods, the 
excess water is collected in drainage dit¬ 
ches to avoid stagnation of water in crop¬ 
ped lands. Improved water management 
techniques save time and labour require¬ 
ments and increase yield as compared to 
conventional methods of water manage¬ 
ment. 

There is an imperative need to educate 
farmers about proper water management 
technology which could help them in rais¬ 
ing bigger harvest and earn more 
profits. Farmers need proper training in 
measurement of ungation water, land 
levelling, scheduling of irrigation and 
improved drainage methods. Farmers 
also need a person right on the spot in 
their own villages or nearby to guide and 
advise them about the new technology 
for raising good crops. The Pantnagar 
University is transferring the water mana¬ 
gement technology to rural masses 
through its Extension Programme to ac¬ 
hieve the aforesaid objectives. Water 
management programme is being carried 
out by the Assistant Agricultural Engi¬ 
neers (Extension Education) in 12 dis¬ 
tricts namely Piiibhit, Bareilly* Budaun, 


Shahjahanpur, Namital* Rampur, Mora* 
dabad, Bijnor, Meerut* Muxaffiirnagar* 
Bulandshahar and Safyaranpur districts of 
Western UP. 

The field agricultural engineers carry 
out the programme of water management 
and agricultural engineering aspects in¬ 
tensively in one or two villages selected 
by each of them under intensive pro¬ 
gramme to educate the farmers of the 
entire village and to show the impact of 
water management in a compact area. In 
addition to this, the work is also done in 
other villages of the district. 

Land lcvelling/smoothcning is an import- 
tant and essential operation for good 
farming. Irrigation water can be applied 
uniformly and efficiently only if the field 
is properly lcvelled/smoothened. The pos¬ 
sibility of water-logging and erosion is 
reduced considerably. The entire level¬ 
led field becomes ready to teceive timely 
agricultural operation like ploughing, 
seeding, interculturing, etc. Bullock 
drawn buck scrapers and tractor drawn 
multipurpose blade tracer arc used by 
field engineers for levelling/smoothcning 
of farmers' land prior to conducting 
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demonstrations. Bullock drawn buck 
scraper works better after the soil has 
been loosened by ploughing and harrow¬ 
ing. 

The farmers are being advised to equip 
their tube-wells with 90°V-notch in order 
to measure the flow rate of water coining 
out from tube-wells/pumping sets. Based 
on the flow rates, the water is applied in 
demonstrations for the required time 
corresponding to a desired depth of ir¬ 
rigation. In case of unlined channels 
water is measured at the head ditch of 
field by installing Parshall flume in the 
head ditch. In addition to the demons¬ 
trations of crops, the technology of water 
measurement is also extended to other 
fields of the area. Precast concrete 
channels of semi-circular shape made of 
1 cement : 2 sand : 4 gravel mixture are 
being installed on farmers fields at pro¬ 
per slope to avoid losses of water. 

Agricultural engineers posted in diffe¬ 
rent districts conduct demonstrations of 
water management on farmers' fields in 
which appropriate water management, 
technology is adopted and is compared 
with conventional method of water mana¬ 
gement. Appropriate water manage¬ 
ment technology is adopted in 0.2 hectare 


cropped area of each demonstration and 
in the adjacent plot in each demonstra¬ 
tion also having the cropped area of 0.2 
ha, the conventional method of water 
management is used for raising crops. 
This is done in each demonstration to 
compare the benefits of new technology 
over the traditional one. Appropriate 
water management technology is being 
adopted in demonstrations of paddy, 
maize, arhur, urd, moong, wheat, 
lahi, etc, every year. Border method of 
irrigation is being used in maize, arher, 
urd, moong, wheat and lahi whereas 
check method of irrigation is being adopt¬ 
ed in paddy crop. 

Rotary puddlers are being used in 
paddy demonstrations for puddling fields. 
The results of such demonstrations con¬ 
ducted during the year 1977-78 are given 
in Table I. Bullock drawn rotary pud¬ 
dlers were used in 0.2 ha. area of each 
demonstration filled with water upto 10 
cm whereas in adjacant plots, conven¬ 
tional method (i.e. puddling by deshi 
plough) is used in standing water upto 
10 cm depth. Except water management 
practices, all other cultural practices are 
the same in both the treatments. 

Border irrigation method is being used 


1 ft all wheat demonstrations for applying 
water uniformly. Each demonstration 
consisted of 0.4 ha. area. Border irriga¬ 
tion method is used in 0.2 ha, area and 
conventional method of irrigation in the 
remaining 0.2 ha. area of each demons¬ 
tration. The plots for using border 
irrigation method are levelled/smoothen- 
ed with bullock drawn buck scrapers. 
The longitudinal slope ranges from 0.1 
to 0.3 per cent Wheat crop is sown 
with ferti-seed drill. The plots are di¬ 
vided into a number of long parallel 
strips called borders that are separated 
by low ridges within 1 to 3 days after 
sowing. The width of borders varies 
from 3 to 10 metres depending on the 
size of irrigation stream and soil condi¬ 
tions. Each strip is irrigated independ¬ 
ently by turning a stream of water at the 
upper end of border. The water is mea¬ 
sured with Parshall flume at the head 
ditch of border and is diverted in border 
for the required time corresponding to 
desired depth of irrigation. The stream 
of water is cut-off as soon as 80 per cent 
length of border is irrigated. The re¬ 
maining 20 per cent length of borders 
is irrigated by the upstream water over 
the surface of 80 per cent length. In the 


Table 1 

Results of Proper Water Management in Paddy Crop on Farmers' Fields 
Variety : Jaya, Soil : Clay Loam 


District 

No of 
demons¬ 
trations 

Man Hours/ha 

Bullock Hr/ha 

Water applied cm 

Yield Qtl/ha 

Local 

Puddler 

Local 

Puddler 

Local 

Puddler 

Local 

Puddler 

Nainital 

6 

15.61 

10.00 

31.22 

20.00 

130 

100 

58.25 

65.00 

Pilibhit 

5 

32.05 

10.00 

64.10 

20.00 

140 

100 

49.10 

47.50 

Bareilly 

5 

17.60 

9.58 

35.20 

19.16 

145 

120.5 

60.00 

66.00 

Budaun 

5 

18.00 

10.00 

36.00 

20.00 

146 

121.5 

50.00 

55.00 

Shahjahanpur 

5 

22.50 

13.75 

45.00 

27.75 

147.5 

121 

48.75 

67.50 

Rampur 

4 

18.50 

11.00 

37.00 

22.00 

139 

124 

52.00 

56.00 

Moradabad 

5 

15.74 

9.68 

31.48 

19.36 

138 

118 

44 50 

47.80 

Bijnor 

6 

13.46 

8.10 

26.92 

16.20 

137.5 

119.5 

61.64 

62.80 

Meerut 

6 

11.03 

7.60 

22.02 

15.20 

140 

100 

53.66 

58.17 

Muzaffarnagar 

6 

21.00 

11.00 

4200 

22.00 

145 

100 

57.75 

70.50 

Saharanpur 

6 

1600 

12.00 

32.00 

24.00 

145 

100 

50.00 

55.00 

Bulandshahar 

6 

16.44 

8.97 

32.88 

17.97 

140 

114 

44.83 

47.50 

Average of 65 demonstrations 


17.92 

10.46 

35.83 

20.92 

140.9 

110.8 

52.71 

59.18 


Data Summary : Saving in man hours 41.61 per cent. Saving in bullock hrs =» 41.61 per cent. Increase in yield ■» 12.26 per 
cent. Saving in water applied 21.3 per centf 
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area of %2 Itk far Act 
demonstration, irrigation is done using 
||traditional method. The results of the 
demonstrations done on the farmers* 
fields during 1976*77 arc summarised in 
Table II. 

On the basis of demonstrations con¬ 
ducted on farmers* fields, it has been ob¬ 
served that bullock drawn buck scraper 
saves about 40 to 50 per cent time of man 
as well as bullocks as compared to 
Karha. The buck scraper has been found 
to be an excellent implement for levelling 
and works without causing strain to the 
operator and bullocks. 

R$» It is evident from Table 1 that 110.80 
cm of water was required during entire 
growing season of paddy in clay loam 
fields prepared by rotary puddler whereas 
paddy transplanted in fields puddled with 
deshi plough required 140.9 cm of water. 
In both the treatments water was applied 
prior to formation of cracks in fields. 
Thus, due to preparation of paddy fields 
by rotary puddlers an average saving of 
21.3 per cent of water was attained as com¬ 
pared to the conventional method of land 
■ preparation for paddy. This saving of 
water is attributed to good puddling in 
which soil and water are churned well 
by rotary puddler and particles of soil 


makei suspension with water. As time 
passes, the bigger particles settle followed 
by similar particles and form a compact 
layer* This thick and compact layer re¬ 
duces permeability and losses of water 
and fertilizer due to deep percolation are 
minimised. Table 1 also reveals that use 
of rotary paddy puddlers resulted in sav¬ 
ing man and bullock hours by 41.61 per 
cent and increasing yield by 12.26 per 
cent as compared to the convcntioua) 
method of puddling. The increase in 
yield is due to more tillering, lesser leach¬ 
ing of fertilizer and reduction in weed 
intensity. 

Table II shows the results of water 
management in wheat crop. In the treat¬ 
ment of border irrigation method, the 
wheat crop required 39.9 cm of water 
during the growing season whereas the 
crop irrigated with traditional method 
required 55.09 cm of water. Border irri¬ 
gation method resulted in 27.58 per cent 
saving of irrigation water as compared to 
traditional method. The yield of wheat 
crop also increased by 12.6 per cent. The 
increase in yield is due to proper land 
levelling/smoothcning, and uniform ap¬ 
plication of water on land in wheat crop. 

Thus, on the basis of demonstrations 


Table II 

Results of Proper Water Management in Wheat Crops on Farmers* Fields 
Variety : RR-21 Soil : Sandy Loam 


District 

No of 

Water applied, cms. 

Yield of wheat, Qtls/ha 

demonstrations 

Local 

Border 

Local 

Border 

Nainital 

7 

55.00 

42.00 

41.65 

46.57 

Badaun 

6 

56.00 

37.50 

43.50 

50.20 

Pilibhit 

2 

55.50 

40.00 

45.00 

50.00 

Shahjahanpur 

2 

53.50 

41.00 

45.00 

50.00 

Moradabad 

8 

55.50 

40.00 

44.90 

50.00 

Bijnor 

3 

54.50 

42.50 

39.25 

43.05 

Meerut 

3 

56.00 

39.50 

47.83 

53.33 

Muzaffarnagar 

3 

53.00 

41.50 

45.00 

50.30 

Bulandshahar 

3 

55.00 

41.00 

37.50 

42.00 

Average of 37 demonstrations 

55.09 

39.90 

43.26 

48.49 


# Data Summary ; 1. Saving in water « 27.58 per cent. 2. Increase in yield ** 12.6 
per cent. 


conducted on farmers* fields 
established that the appropriate wat*# 
management technology not only save^ 
time and energy but also increases yicl& 
and saves water depending upon 
and soil conditions. Bullock drawn buc| 
scraper used for lcvelling/$moothening(i 
lands saves 40 to 50 per cent of man and 
bullock hours as compared to Karhai : 
The use of rotary paddy puddlers resulted; 
w saving of water by 21.3 per cent savin| 
of man and bullock hours by 41.61 per 
cent and increase in yield of paddy by 
12.26 per cent as compared to the com ' 
ventional method of puddljng (i.e. deshi 
plough). Border irrigation method re¬ 
sulted in 27,58 per cent saving of irriga- i 
tion water and 12.6 per cent increases in 
yield of wheat as compared to conven¬ 
tional method of water application. 

The authors are thankful to the Agri* ; 
cultural engineers, namely Messrs H.K. 
Bhatt, Mahendra Singh, S.D. Chbatora* 
R.P.S. Sainger, H.O.P. Agrawal, MX. ! 
Jain, O.N, Gupta, S.V.S. Tyagi, Prabhat ; 
Kumar, N.C. Gupta, R.S. Yadav and 
M.S. Singh, who conducted the demons* ^ 
trations in 12 districts of Western U.P. ' 
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Recycling of Petrodollars 

J. de Larosiere 


Economic Analysis 

Smooth 


I The magnitude and pattern of current 
1 account balances has altered signifi- 
T candy. The combined current ac- 
X count surplus of the major oil expor- 

♦ ters rose sharply in 1979 and is 

♦ expected to peak this year at about 
X US$115 billion. In real terms the 

♦ 1980 surplus is marginally lower 
X than at the 1974 peak, and it is 
+ expected to decline to approximately 
X US $90 billion in 1981. However, the 

♦ counterpart of a lower surplus of the 
X OPEC countries in 1981 will be a sharp 
| decline in the combined current deficit 

♦ of the industrial countries. The cur- 

I I rent account deficit of the "non-oil” 
developing countries is expected to 
rise from US $70 billion in this year 
to perhaps US $80 billion in 1981, 
approximately the same level in real 
terms. 

While the global payments imbalance 
t is broadly similar in real terms to that 
f associated with the 1973-74 round of 
♦ oil price increases, there are impor- 
X tant differences in other respects. A 
f higher proportion of the oil-related 
♦ deficits is being absorbed in 1980 and 
X 1981 by the industrial countries, which 
should have no major problems in 
financing their deficits. Moreover, 
the combined current account deficit 
of the non-oil developing countries is 
smaller in relation to their income 
than in the previous cycle. Their 
deficits, which peaked at close to 6 
per cent of their GDP in 1975, should 
approximate 4J per cent of GDP in 
. the current year, and that ratio would 
J be only marginally higher in 1981. 
f In these respects the present situation 

X This is an address by the Managing 
f Director of the IMF on the occasion of 
7 Annual Assembly of the Federal Association 
X of German Banks in Bonn recently. 


appears less difficult. However, it is 
unlikely that the current account 
surplus of the oil exporters will decline 
rapidly or that the growth rates of the 
industrial countries will pick up 
quickly. The combined current account 
deficit of the non-oil developing coun¬ 
tries peaked in a short period after the 
first round of oil price increases and 
diminished fairly rapidly thereafter, 
but the present situation does not hold 
such promise. 

A major portion of the financing of 
these deficits will represent net bor¬ 
rowing, and thus the external debt of 
the non-oil developing countries will 
continue to rise significantly. Concern 
has been voiced about this prospect, 
in part because this debt already rose 
substantially during 1974-79. Their 
medium and long-term public (in¬ 
cluding publicly guaranteed) external 
debt is projected to be US $280 billion 
at the end of 1980, having risen from 
US $76 billion at the end of 1973. 
However, the nominal level of these 
countries* exports has risen almost as 
rapidly. The ratio of public debt to 
exports is estimated at 74 per cent 
in 1980, not much higher than the 
70 per cent recorded in 1973. The 
ratio of debt to GDP has gone up 
somewhat more, from 14 per cent to 
19 per cent, and the interest on this 
debt—a measure of the debt burden— 
has risen from 0.6 per cent to 1 per 
cent of GDP, partly reflecting a rise 
in interest rates. Debt service as a 
percentage of exports rose from 9 per 
cent in 1973 to an estimated 11 per 
cent in 1980. Comprehensive statistics 
on medium-term private debt are not 
available, but it appears that this 
would add about 25 per cent to the 


stock of debt at the end of 1980. It 
would also increase the debt service 
ratio, to about 12 per cent in 1973 and 
15 per cent in 1980. However, these 
ratios have changed little in the last 
two years and, in themselves, do not 
suggest a general problem of external 
debt management at present. Neverthe¬ 
less, individual circumstances vary 
widely within this large group of 
countries, and considerably strengthen¬ 
ed adjustment and debt management 
policies will be required for many of 
them. 

An important question arises as to 
whether the non-oil developing coun¬ 
tries will be able to muster a level of 
financing flows consistent with reason¬ 
able import levels and growth rates as 
they adjust to the new circumstances. 
The answer depends in large part on 
whether commercial banks will be able 
and willing to continue lending to this 
group of countries on the required 
scale. The answer to this question 
depends, clearly, on the situation of 
the borrowing countries and the out¬ 
look for their economies. 

To take one subgroup first, there 
are a dozen countries generally classi¬ 
fied in the non-oil developing group 
that are nonetheless net oil exporters 
on a modest scale, and whose terms 
of trade and growth prospects are 
favourable. They account for about 
10 per cent of the current account 
deficit of this group. The ratio of 
their deficits to GDP was over 7 per 
cent in 1975 and is now about 
2-1/2 per cent. Countries in this 
group have enjoyed continued 
access to the private markets and on 
increasingly favourable terms. 

A second subgroup comprises seve- * 
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ral countries which are important 
exporters of manufactured goods. 
These countries experienced a subs¬ 
tantial deterioration in their terms of 
trade between 1978 and 1980, but 
their overall growth performance and 
prospects remain satisfactory. They 
account for about 40 per cent of the 
current account deficit of the non-oil 
developing countries but their deficits 
are not particularly large in relation 
to their GDP, the ratio is about 3J 
per cent in 1980, compared to 5 per 
cent in 1975. The bulk of the longer 
term financing for these countries has 
been obtained through private chan¬ 
nels, including significant borrowings 
from commercial banks. The financ¬ 
ing prospects for some of these coun¬ 
tries beyond 1980 are likely to depend 
very much on the implementation or 
continuation of appropriate adjustment 
policies by their authorities. 

Three-fourths of outstanding debt to, 
and of net flows from, banks to the 
“non-oil” developing countries in 
recent years have gone to these two 
sub-groups, comprising 20 or so coun* 
tries which are either net exporters of 
oil or major exporters of manufactures. 
Their projected current account defi¬ 
cit is expected to average some US 
$35-40 billion in 1980 and 1981, or 
about one half of the combined 
current deficit for all the non-oil 
developing countries. As I see it, the 
continuity of financing flows to this 
group of important market borrowing 
countries constitutes a central part of 
the recycling operation by the banks. 

There are many other non-oil deve¬ 
loping countries which rely on the 
private markets to a more limited 
extent. While they do not loom large 
in the total picture of private financing 
flows, we would not want to minimize 
the importance to them of continuing 
access to the private markets on a 
scale commensurate with their debt 
management capacity. Together these 
countries account for some 34 per 
cent of the aggregate non-oil deve¬ 
loping countries’ deficit. 

Finally, the situation of some 40 


low-income countries is of particular 
concern. They account for only a 
small portion (some 16 per cent) of the 
combined non-oil developing country 
deficit, but face extraordinary diffi¬ 
culties in financing even this small 
share. These countries, whose current 
deficit exceeds 7 per cent of their GDP, 
have extremely limited access to the 
private capital markets and their capa¬ 
city to save and to incur further 
external debt is weak. It is indispens¬ 
able that official development assis¬ 
tance to these countries be increased. 

Let me now turn from the debt 
servicing capacity of the borrowers to 
the banking system's ability to under¬ 
take recycling on the required scale. 
We all recall the concerns that were 
expressed about the ability of the 
system to accommodate the first round 
of oil price increases, but the response 
proved flexible and financing flows 
moved apace with the emerging de¬ 
mands. The experience for the banks 
involved has been relatively favourable, 
insofar as the loan-loss experience on 
this international lending reportedly 
has been as good or better than on 
domestic lending. 

Will the marked swing in payments 
imbalances between 1978 and 1980 
have a similar impact? Both the scale 
of imbalances and the incremental 
demand for private finance are smaller 
in relation to the size of the markets 
than was the case in 1973-74. The 
current account surplus of the oil 
exporting countries in 1974 (US $68 
billion) was equivalent to 40 per cent 
of banks’ international loans out¬ 
standing at the beginning of that year. 
In contrast, their current surplus in 
1980 is equivalent to less than 20 per 
cent of such loans outstanding at the 
outset of the year. 

With respect to the demand for 
bank loans, the Fund’s projections 
indicate that market growth of 20-25 
per cent in 1980 and 1981 would yield 
net international banking flows broadly 
in line with aggregate borrower de¬ 


II 


mand. That is somewhat below the 
average growth rate in international 
bank lending during the last decade* 
The same is broadly true for the non¬ 
oil developing countries as a borrow- 
mg group. Their net medium - term 
public borrowing from banks may 
approximate US $16 billion in 1980, 
about the same as in 1977 and below 
the levels recorded for both 1978 and 
1979. This level of net financing flows 
from banks would imply an increase in 
their (direct or indirect) claims on the 
public sectors of the non-oil developing 
countries of about 20 per cent. Both 
in 1980 and 1981 the increase in net 
bank lending to the non-oil developing 
countries will probably not exceed the 
25 per cent annual average increase in 
the 1970s. 


I come now to the question of port¬ 
folio concentration. Banks’ interna¬ 
tional assets have expanded perhaps 
twice as fast as their domestic assets 
since the mid-1960s—in the case of 
German credit institutions the expan¬ 
sion has been even more rapid in re¬ 
cent years. Country risk has neces¬ 
sarily become an increasingly import¬ 
ant aspect of asset management. In 
this context we may note that the 
share in banks’ gross external assets 
represented by loan to the non-oil 
developing countries as a group did 
not rise significantly during the last de¬ 
cade. It was some 17 per cent in 
1970 and about the same in 1979. 
Nor has the share represented by the 
largest dozen borrowers among the 
non-oil developing countries increased 
in the last several years. The out¬ 
standing debt to banks of the non-oil 
developing countries of US $190 bil¬ 
lion was equivalent to only about 4-5 
per cent of total bank assets at the end 
of 1979. 

In some cases developing countries’ 
economic circumstances have deterio¬ 
rated to the point of serious delays in 
servicing external debts, including debt 
to banks, which increasingly has be¬ 
come an important element in the 
borrowers’ balance of payments. Such 
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cases will continue to occur from time 
to time and it is important that they 
be handled efficiently. 1 The increasing 
use by banks of informal coordinating 
or steering committees, representing 
wide geographical interests, for dis¬ 
cussion with the debtor representatives 
has facilitated the process. The deb¬ 
tors themselves can greatly assist by 
compiling adequate records of their 
external debt and scheduled debt 
service. 

While any debt restructuring should 
be regarded as exceptional, once the 
decision is reached, the terms need to 
be tailored carefully to assure the 
eventual normalization of payments 
relations. In some cases a restructur¬ 
ing on current market terms may not 
be consistent with an adjustment pro¬ 
gramme which is feasible in terms of 
the country's economic and social 
realities. It is important that banks 
approach these special situations 
when they arise, with a flexible and 
pragmatic attitude, keeping in mind 
their own longeMerm interest in a suc¬ 
cessful resolution of the problem. 

Banks should have assurance in these 
few, especially difficult cases that their 
debt relief would be part of a con¬ 
certed international effort to assist the 
country with the implementation of a 
well-conceived and carefully monitored 
multi-year adjustment programme. 
In such situations, the Fund is able to 
assist the member in formulating a 
viable adjustment programme supported 
by Fund resources, and to meet with 
creditor and debtor representatives—- 
when they both agree it would be use¬ 
ful -to clarify the country’s economic 
policies and prospects. 

The banks will continue to play a 
decisive role in recycling during the 
period ahead. However, the econo¬ 
mic situation is difficult, imbalances 
are large, and the Fund is prepared to 
play a considerably larger role in the 
recycling process. The genera] lines 
of policy for the Fund are clear. The 
Fund will continue to provide its re¬ 
sources to members, for temporary 


periods, in support of programmes that 
will strengthen their external payments 
positions. However, in view of the 
scale of the imbalances compared with 
members 4 quotas in the Fund, we 
need to be able to provide when 
necessary larger amounts in relation 
to quotas than has been our practice 
in the past. 

This is not to say that the Fund 
has any desire to supplant the banks 
in the recycling process. Far from 
that. But in some cases the Fund’s 
ability to advocate adjustment policies 
effectively and convincingly is enhanc¬ 
ed by the capacity to make sub¬ 
stantial resources available to the 
member. Thus members of the Fund 
pursuing sound policies are now able 
when necessary to obtain amounts of 
assistance from the Fund two to three 
times greater than constituted normal 
practice in the past : a guideline of 
600 per cent of a member’s quota in 
the Fund over a three-year period has 
now been generally agreed. 

This provision of larger amounts of 
financing and the stretching of ad¬ 
justment over longer periods should 
enable members to undertake the kind 
of structural measures required in 
current conditions, phased in a way 
that is compatible with their particular 
circumstances. Measures to reduce 
excessive budget deficits and monetary 
expansion will remain essential on the 
demand management side, in order to 
ensure that the demand for resources 
is kept in close relation to supply. At 
the same time, we intend that pro¬ 
grammes with the Fund should create 
conditions conducive tQ increasing 
the supply of resources and broaden¬ 
ing the productive base, as an integral 
part of a longer-term strategy to en¬ 
courage domestic savings, investment, 
and growth. 

In assisting members to formulate 
and implement such programmes we 
will cooperate closely with the World 
Bank and other institutions specializing 
in long-term investment assistance. As 
an important by-product, this larger 
Fund role should be a catalyst to the 


flow of external private capital, through j 
enhancement of members’ basic credit- p 
worthiness. 

The enlarged role of the Fund will . 
require it to increase its available re- I 
sources substantially. The Fund con- * 
tinues to place primary reliance on t 
quotas as a source of financing. They T 
are a manifestation of the cooperation ♦ 
among Governments that constitutes f 
the very essence of the Fund. We f 
hope that the Seventh General Review, ♦ 
increasing quotas by SO per cent, will ♦ 
come into effect very soon. However, f 
the effective addition to our liquidity +’ 
from this operation will only be of a f 
limited and temporary nature. We ♦ 
are soon to begin preliminary discus- t 
sions on an Eighth General Review of T 
Quotas, but in the meanwhile, as on ▼ 
previous occasions, we shall be or- f 
ganizing borrowing operations in a I 
smooth way so that we are ready to I 
meet our members’ needs as they arise. I 
The magnitude, nature, and duration T 
of such borrowing will depend on the I 
circumstances that unfold. We are i 
presently thinking in terms of borrow- T 
ing some SDR 6-7 billion in J981, with J 
additional borrowing in 1982 and | 
1983. J 

Two comparisons with earlier peri- $ 
ods are striking. Firstly, there has J 
been a significant increase in the scale $ 
of our operations. Gross use of Fund J 
resources (including the Trust Fund) $ 
rose to an average annual level of J 
about SDR 3.4 billion in the period f 
1974 to 1979. During the first nine $ 
months of 1980 our new lending com- J 
mitments (including Trust Fund dis- J 
bursements) had already reached SDR 1 
5.9 billion. Secondly, our response x 
to the new rise in oil prices has not X 
been to establish a facility, like the f 
oil facility, offering assistance with a $ 
low degree of conditionality. Our J 
new borrowings next year are intend? t 
ed for relending on what we call upper £ 
credit tranche conditionality. This f 
reflects our belief that members must $ 
respond with appropriate policies to ( 
the present situation; financing and $ 
adjustment must go hand-in-hand. h 
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for tyros for Ms oar now as %$ did afeont 
four yean ago* To each electorate Its 
onion, I should say. Finally, now that 
we are well mto November, I make bold 
to say that the following observation by 
Mr John B. Anderson, the Independent 
candidate, is unlikely to be bettered as the 
prize under-statement of the year: “The 
returns by that time (when he conceded 
victory to Mr Reagan) had clearly shown 

I n her message of greetings to Mr Ronald we expect the Americans to be under- that I was not destined to be the next 
Reagan, Mrs Gandhi notes: “Our standing of our foreign policy concerns, president of the United States”, The 
two countries share common traditions of we should also be willing to com- number of electoral votes Mr Anderson 
the struggle for independence, dedication prehend American perceptions of issues managed to collect was zero. No more 
to democratic ideals and spirit of tole- of international cooperation or world anc *» °f course, no less, 
loanee and understanding”. I have been peace. It follows that instead of merely TJ eporis coming periodically from Beij- 
amusing myself with imagining what the seeking comfort in such readings as the ing disclose that the present dispense- 1 
wording would be in a certain other one that there is likely to be no change tion there is continuing its cat-and- 
situation. The message, presumably, in policy attitudes, more and more of us mouse game with the “Gang of Four”, 
would have read thus: “Our twocoun- should tty to recognize the relevance and Not many people outside China seem to 
tries share common traditions of the usefulness of new ideas on Indo-US re- care even a tweeny weeny bit for these or- 
struggle against imperialism, dedication to lations which could change those rela- phans of a political storm. Mrs Indira 
democratic ideals and spirit of coexis- tions for the better Gandhi, for instance, could not worry 

tence and non-interference in the domes- Diwali week has had a special enough about the 'harassment* which 

tic affairs of other countries.’* -I bonus in the form of the mela atmos- Mrs Bandaranaike has been complaining 

Comments on the likely postures of a phere which the US International Com- ® ut **as no1 expressed concern 
Reagan administration include the sug- munication Agency (USICA) had so plea- about the trials and tribulations of Mao s 
gestion that there is unlikely to be any santly created at the American Centre in widow. I am not suggesting that India or 
change in the “India policy” of the New Delhi where a continuous flow of in- *** Government should foul its copy book 
United States. I wonder why this kind of formation on election results was orga- further where China or its Government is 
forecast should be assumed to be re- nized. A particularly imaginative exercise concerned. But, it does strike me that this 
assuring. Could it be that it is so widely was the “straw ballot”, an opportunity matter of “human rights , about which 
being taken for granted that any change provided for interested Indians to indicate somc us tcnd t0 ^ suddenly noble, 

in US policy towards India could only be how they thought the votes would c °uld be an extremely subjective business, 

for the worse ? I myself am not very go. It would be but cold comfort for f l 1 HK Times (London) publications are 
enthusiastic about such a pessimistic no- Mr Carter, I suppose, that he fared far ’*■ being auctioned, if not hawked 
tion. It should certainly be possible for better with the Indian “voters” than he around. Mr C.R. Irani’s addiction to the 
lndo-US relations to become more posi- did with the American. There was famous newspaper is there for all to see. 
tive and creative, provided of course the also an entirely different kind of cold If the Managing Director oi The Statesman 
desire and the determination are mutual comfort for local journalists who could (Calcutta and New Delhi) is not bid- 
and the efforts are complementary. Theie celebrate the Reagan victory with chilled ding for The Times , it can therefore be 

is no doubt a feeling in this country that beer, thanks to the hospitality at the only because he does not have the dough* 

US Republican politics tend to be rather American Centre, Incidentally, about my comments in these 

less than sympathetic to India or its The press persons no doubt had a columns recently on the stuff from The 
causes. Mr Richard Nixon’s famous (or legitimate reason to be where they were Times with which The Statesman (ills 
is it infamous ?) ‘tilt’ against this coun- since the USICA had arranged for brief- a page regularly, I stand corrected on A 
try is still a sore thought in many Indian ings on the results. Whether the detail. It seems that 1 was mistaken in 
minds and Mr Reagan, especially because Americans really succeeded in putting thinking that The Statesman was making a 
ofhpi tfough guy image*, is bound lo be these briefings to serious purpose is not payment for the bits from The Times, 
%mk for some time to come as a person for me to say, but the intention and the These, I learn, cost nothing. They are 
to be watched. effort were undeniably there. We were a sort of British aid in kind to India. 

All the same, I see no sense in inter- treated, for instance, to this useful side- The trick, however, still remains dirty, 
preting as anti-Indian each and every light on voter behaviour in this election. # Surely, The Statesman ought to be able to 
American statement or remark which As it was told to us—a Reagan man, generate enough of 
emphasizes the reoovery or the raising of when asked the reasons for his preference, its own copy if it is 
' American power or prestige in world said that he was sore with Mr Carter keen on printing 12 
affairs. Indeed, in the measure in which because he had to pay twice as much pages instead of 10. 
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In the Nation 


Uptrend in Steel Production, But... 


At long last, the production of saleable 
steel at the five integrated plants of the 
Steel Authority of India (SAIL) has 
taken an upturn during the current 
financial year. The five plants at Bhilai, 
Bokaro, Durgapur, Rourkela and Burn- 
pur yielded 404,000 tonnes of saleable 
steel during October. This was not only 
higher than the September figure of 
319,200 tonnes by approximately 26.5 
per cent but also more than the October, 
1979 level of 400,500 tonnes by 3,500 
tonnes. 

All the live plants registered increased 
production last month. The most im¬ 
pressive increases, however, were regis¬ 
tered by the Rourkela and Bokaro 
steelworks. Their production indivi¬ 
dually rose to 101,000 tonnes and 67,000 
tonnes from 62.200 tonnes and 39,800 
tonnes in September, respectively. Bhilai’s 
output went up to 146,000 tonnes from 
135,000 tonnes and that of Durgapur 
to 44,000 tonnes from 40,100 tonnes. 
The IISCO works yielded 46,000 tonnes, 
as against 42,100 tonnes in the previous 
month. 

Power Situation 

The above improvement in the working 
of the five SAIL units resulted primarily 
from the reallocation of power priorities 
and staggered operations of their various 
units. The power situation improved 
considerably at Rourkela where all the 
restrictions on consumption were with¬ 
drawn. The power situation at Bokaro, 
Bhilai, Durgapur and Burnpur still leaves 
much to be desired. It, therefore, is 
difficult to say how far the improvement 
in October will be maintained during 
the rest of the current year. 

The increased allocation of power for 
rolling facilities has been able to bring 
down the accumulated stock of cold 
ingots substantially during the past two 
months—by nearly 70,000 tonnes from 


over 130,000 tonnes in August. The 
impressive working of Bokaro and 
Rourkela works in October improved the 
availability of flat products from domestic 
sources very significantly. 

4 

Compared to this year’s target of these 
five plants producing 5.77 million tonnes 
of saleable steel, the progress upto 
October, of course, had been very tardy. 
Even the October output fell short 
of the average monthly production in 
terms of the SAIL target by as much as 
76,000 tonnes. 

TISCO Output 

The output of saleable steel at the 
TISCO works, which at 706,000 tonnes 
during the six months to September 
was higher than the 668,000 tonnes figure 
for the corresponding period last year, 
is reported to have come under strain 
last month due to power shortage. Includ¬ 
ing TISCO's production, the target for 
producing saleable steel at the six inte¬ 
grated steelworks this year has been set 
at 7.32 million tonnes. The six plants 
together had yielded about 3.1 million 
tonnes of saleable steel during April to 
October, against the plan to produce 
approximately 4.1 million tonnes (in 
terms of the target) and nearly 3.49 
million tonnes production in the corres¬ 
ponding period last year. 

On current assessment, not to speak 
of the target for saleable steel being 
attained, it may be difficult to exceed 
the last year’s level of 6.14 million tonnes. 
Larger imports a re, therefore, being 
considered. 

The output of saleable pig iron, of 
course, registered substantial improve¬ 
ment in the first seven months of the 
current financial year. At 817,000 ton¬ 
nes, it exceeded the production in the 
corresponding period # last year by 310,000 
tonnes. The target set for the year is 


L4 million tonnes. There may not be 
any difficulty in achieving this target 
Last year the production of pig iron was 
just around 0.97 million tonnes. 


Powerless Industry 
Seeking Power 


The installed capacity for producing 
aluminium in India is 0.32 million tonnes 
and annual demand for it is 0.32 million 
tonnes. So India should not be import¬ 
ing any aluminium, right ? Wrong. Last 
year, India imported 76,200 tonnes and 
this year, too, the amount is likely to be 
around this figure. 

Quite obviously, all is not well with the 
aluminium industry, an observation that 
is buttressed by the fact that last year it 
could operate only at 60 per cent of its 
capacity. The main culprits were, of 
course, the State electricity boards, which 
failed to supply enough power to this 
power-intensive industry. For example, 
the Indal Smelter in Hirakud was sub¬ 
jected to a 100 per cent power cut for a 
period of a little over four months last 
year. If this is an extreme example, the 
situation was not much better in other 
units which could draw only about 40 per 
cent of their requirements. Considering 
that only two per cent of the total power 
generated in the country goes to the alu¬ 
minium industry, these facts speak 
volumes for the efficiency of the electri¬ 
city boards. 

Sadly, the thermal power supply situa¬ 
tion has not improved this year, despite 
greater coal output and a Government 
that says it is working. Fortunately, hydel 
output has been boosted by a good mon¬ 
soon. Current estimates suggest that 
there will be a shortfall in production of 
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tw* ts^odb tonne* whitfi will Mite to 
be met by import*. At the ruling inter¬ 
im national price this represents an outflow 
of nearly Rs 160 crores. The industry is 
crying out for adequate and regular 
power. 

The real question, however, is not only 
whether this can be done but whether 
it should be done at all. Given the fact 
that the power crisis is likely to continue 
for some time (at least 5—7 years), the 
outlook for the aluminium industry is 
quite grim. For, from a purely econo¬ 
mic point of view, it makes sense to give 
the aluminium industry low priority in 
' power allocation because the value of 
? end products per unit of power in other 
uses is far higher than in the manufacture 
of aluminium. Since it is a power in¬ 
tensive industry and since power is going 
to be scarce, in the short-run it is cheaper 
to import aluminium than to starve other 
users of power. 

Controversy on Bauxite 

In fact, the high power requirements of 
aluminium manufacture have led to two 
schools of thought regarding what should 
be done with the immense bauxite depo¬ 
sits—nearly 1.5 billion tonnes—discover¬ 
ed in the east recently. One school feels 
that it should be used for the manufac¬ 
ture of aluminium. The other one feels 
that the bauxite should be converted only 
into the intermediate stage of alumina, 
which should then be exported to finance 
aluminium imports. 

The problem really is therefore of re¬ 
conciling long-term strategy with short¬ 
term tactics. To the extent that power 
( will be scarce in the short run, it is 
cheaper (in terms of opportunity costs) 
to import aluminium. But in the longer run 
when power generation catches up with 
demand it will be cheaper to manufacture 
aluminium domestically. However, Govern¬ 
ments intentions in this regard are not 
yet known. 

One solution to the problem would be 
to encourage the setting up of captive 
power plants. While the investment re¬ 
quired is undoubtedly very high—Rs 20,000 
—25,000 per tonne of aluminium—the re¬ 
turns to the industry would more than 
, justify the investment. An excellent 
example of this is the Hindalco plant at 


Ramikoot which has its own power gene¬ 
ration facilities. In fact, in the hilly re¬ 
gions of east where bauxite has been 
found, captive hydcl plants would solve 
the power problems as also that of what 
to do with the bauxite. 

On the pricing side, too, the Govern¬ 
ment’s record has not been such as to 
deserve laurels. The price policy was 
revised in October 1978 when dual pricing 
was abolished and a uniform pricing po¬ 
licy introduced for all grades of the 
metal. Then in February 1979, price 
control was extended to unwrought metal 
used by primary producers in their auxi¬ 
liary units. Meanwhile, costs continued 
to go up and after insistent demands by 
the industry, the retention prices were in¬ 
creased to Rs 14,089 per EC grade alu¬ 
minium and to Rs 13,718 for commercial 
grade ingots. 

These increases, however, did not ade¬ 
quately compensate the cost escalation 
and pre-tax profits continued to decline. 
Finally, last week, Government decided 
to accede to the industry’s request and 
once again increased the prices. The 
B1CP has recommended that ingot prices 
should be raised by Rs 2,500 per tonne. 
This is against the Rs 3,000-4,000 increase 
that the producers have been demanding. 
The Government, it is reported, has also 
decided to extend the 12.5 per cent 
countervailing duty on imports under the 
REP scheme to canalised imports so as 
to eliminate any price disparity. 


Meeting Oil Needs 
of 1981 


The Union Ministry of Petroleum is 
hopeftil that several friendly countries 
with whom negotiations are on will 
be able to ensure adequate supplies of 
crude oil and petroleum products during 
1981. even though the disruption to 
supplies as a result of the lraq-lran war 
may continue for some time. Among # 
the friendly countries expected to assist 
us are the USSR, Malaysia, Kuwait, 
Saudi Arabia, the United Arab Emira¬ 
tes, Algeria, Mexico and Venezuela. 


' The Indonesia^ pf ^ 

is not considered to be suitable 
refineries. ; 

A contract has already been #i| 
with Mexico for 1.5 million 
crude oil at the competitive prices 
8 34.5 per barrel of light crude and I 
per barrel of heavy crude. As swap 
arrangements are not possible curtv»>^ 
ly, the freight charges for this ertukf 
oil may be around $ 3 a barrel as agains^** 
8 1.5 normally paid for securing supj)Iiei| 
from the nearby areas. The outcome 
the parleys with Venezuela is expeettef# 
to be known shortly. The USSR haij 
assured the normal supply of 1.5 million > 
tonnes of crude and sizeable quantities ' 
of refined products. It has been approa* 
ched to make available another one! 
million tonnes of crude. The response? 
from the USSR is yet awaited. 






Unstable Imports 

The quantity-wise break-up of oil 
ports from the other friendly com 
is not available. It is expected 
Iran will continue to supply some quaijtp 
ties of crude oil as it is doing even no^ 
despite the war with Iraq, The tofdtys 
impoits of crude next year are antici#g$ 
ted to be between 16 and 17 millib&3 
tonnes. Besides, 7.5 million tonnes b$£ 
refined products are being arranged;! 
There might be some shortfall in pttifc£ 
chases on government-to-governmenf| 
account. It is proposed to be made uj$ 
through spot purchases. 

The domestic production of crudfc 
during the next calendar year is anticipa£ 
ted to be around 9.5 million tonnes—si^, 
million tonnes from Bombay High ancl 
3.4/4 million tonnes from the onshafbi| 
areas. In view of the continuation 
of the Assam agitation on the issue of;; 
foreign nationals, which has disrupted'' 
supplies to the Bongaigaon and Barauni 
refineries and led to an overall setback 
to indigenous output, thought is being , 
bestowed on stepping up production in 
the Gujarat area for a temporary period , 
of three to six months. Production from 
the Ankleshwar oil field had been cut 
down recently to 1.4 million tonnes per 
annum from about 2.5 million tonnes 
in the long-term interests of the Baroda 
petrochemicals complex. The production 
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iH in the Bombay High area is expcc- 
$d to go up to seven million tonnes in 
$>81*82 and further to 12 trullion tonnes 
a 1983-84. 

The oil supply position currently is 
tated to be quite comfortable and wLI 
emain so at least up to January. This 
i reflected in increased allocations being 
Jlowed in the case of kerosene and 
licsel oil. The diesel oil quota for the 
>ort towns is being increased. Five per 
sent more kerosene has been allocated 
br the current month compared to the 
^location during this month last year. 
There was some difficulty in regard to 
brnace oil, but it has been overcome 
low. The supply position after January, 
rf course, will be determined by the 
icgotiafions currently being carried on 
for imports. It is hoped that no short¬ 
ages will emerge as imports would be 
tied up in the meantime. Incidentally, 
the spot crude purchases during the 
current calendar year have not aggrega¬ 
ted to more than 0.8 million tonnes, 
Is against two million tonnes reported 
recently. A couple of lakh tonnes of 
furnace oil and some additional quanti¬ 
ties of kerosene and diesel have been 
imported from Pakistan. 

No guess is being hazarded about the 
resumption of supplies from upper Assam 
to the Barauni and Bongaigaon refi¬ 
neries. The current operation in that area, 
as a result of which some supplies have 
been effected to the Barauni refinery, is 
restricted to flushing out the pipeline 
with a view to obviating damage to it. 
In all, 65,000 tonnes of stagnated 
crude in the Gauhati-Barauni section 


of Oil Jbdia’s pipeline is to be replaced 
by freshly conditioned crude. But this 
quantity is not likely to lead to resump¬ 
tion of refining operations at Barauni: 
it does not represent more than a cou¬ 
ple of days’ consumption of this refining 
unit. 

Negotiations are to be started shortly 
with the foreign bidders in 28 blocs—15 
on-shore and 13 off-shope—which are 
being thrown open to exploration by 
them. As many as 67 bids were received 
for this programme out of which 33/34 
have been shortlisted on considerations 
of their financial viability, technical com¬ 
petence and experience. It is hoped that 
the negotiations with the short-lislcd 
bidders will be completed and final pro¬ 
posals for decision would be submitted 
to the Union Cabinet by the end of 
the current financial year. The Govern¬ 
ment is keeping an open mind on sharing 
with the foreign exploration agencies the 
crude oil that might be available as a 
result of their efforts. It is felt that the 
foreign explorers’ right to some of the 
crude that might become available from 
their operations will have to be recogni¬ 
sed. The question of the priority for 
the purchase of that part of the crude, 
however, is yet to be decided. The oil 
sharing formula will be finalised in 
the light of the discussions with the for¬ 
eign bidders. A separate directorate is 
proposed to be set up to supervise the 
operations of foreign explorers on the 
Norwegan pattern. The decision on the 
take-over of Oil India and Assam Oil 
Company too is expected to be finalised 
by the end of March next. 


EASTERN ECONOMIST 

Subscription Rates s. 

Single Copy : Rs. 3/- 

Annual : Inland Rs. 150/- 
Foreign S 40 £ 20 

Regd. Office : 

UCO Bank Building 
P. Box No. 34, 

Parliament Street, 

New Delhi-110001 


; ,• ... j -f. , . 

■ The Mathum Refiaer? i« now expt^sd 
to be commissioned only by the end of 
next year. Further slippages have occur¬ 
red in its construction due to power 
shortage. 


Setback to Fertilizer 
Output 


The Union Minister of Petroleum and 
Chemicals, Mr P.C. Sethi, who gave the 
above information in a talk with news¬ 
men here last week, also revealed that 
the production of nitrogenous fertili¬ 
zers this year, around 2.2 million tonnes, 
will fall short of the target set for the 
year at 2-78 million tonnes in terms of 
nitrogen. No shortfall, however, is ex¬ 
pected in relation to the target of pro¬ 
ducing 0.8 million tonnes of PgO*. 

The setback to the production of nitro¬ 
genous fertilisers is attributed to various 
factors, particularly shortage of feeds- 
stocks, power difficulties and labour 
trouble. Feedstock problems have been 
experienced at the two units of Namrup, 
for one stream at Gorakhpur, Phulpur 
and Nangal in the public and coopera¬ 
tive sectors and at some of the private 
sector plants. The two coal-bascd public 
sector projects at Ramagundam and 
Talcher could not be commissioned for 
commercial production till the end of 
October because of power difficulties. 
They, however, have gone on stream 
with effect from November 1. Labour 
trouble has affected the operations of 
Zuari’s project at Goa, the public 
sector units at Nangal and Bhatinda 
and a couple of other plants in the 
provate sector. Efforts are on to resolve 
the labour problem so that some more 
production may result than what is envisa¬ 
ged at present. 

The consumption of nitrogenous ferti¬ 
lizers this year is expected to be around 
3 5 million tonnes. In view of the short¬ 
fall in domestic production, larger im¬ 
ports than planned have been resorted to 
to ensure adequate supplies to the farming 
community. 
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Behind the vast network of rural 

cooperatives, is the 
dedicated work of 






WdHWnp to flfyo • Harm, ftfmgtr Mti to the cooperative, is the NCDC. 
Promoting vital aspects of the agricultural economy, right from feeding 
agricultural inputs to storing and marketing the produce; from processing 
agricultural products to distributing assantial goods. * 

NCDC has now embarkad upon an intensive programme for multi-purpose 
rural cooperatives to strengthen the village societies. The programme 
envisages providing much-needed godowns for the surplus produce. 

These focal*point storage godowne will serve as growth centres; 
will provide essential inputs such at fertilizers, seeds, pesticides, 
farm equipment, essential consumer goods, credit facilities. In 
fact, will strive to meet most of the farmers' needs.all at hie 
doorstep. This programme is already underway with aid from tho World 
Bank and the European Economic Community. More aid is in the pipeline 
as are more projects. 

NCDC feels proud to have promoted cooperative organisations such ae 
IFFCO, NAFED, PETROFILS and many more, which are playing an increa* 
singly important role in the national economy. 

NCDC has launched special programmes to promote cooperatives for the 
weaker sections of the society such as fishermen, weavers, scheduled 
castes and scheduled tribes. > 

Over Rs. 330 crores have been pumped in by the NCDC into the 
cooperative eector so far. 

Projects become realities mainly with people's participation and NCOC 
ia promoting it. 
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Mow on the World 


Should the Mark 

be Devalued ? 


iTfttSRE is no reason to dramatise West 
Germany's balance of payments deficit. 
But , it cannot afford in the long run to 
"Spend (as will be the case this year) 
?J)M30 billion more for imports of goods 
and services plus foreign travel than was 
earn^ abroad. 

Added to this deficit are DMIObn in 
capital exports, which means that it is 
Short of foreign exchange to the tune of 
DM40bn. 

; This huge hole is being plugged by 
Arrowing abroad and by dipping into 
Jbreign exchange reserves. But it cannot 
; Continue this way for ever. 

Some contemporaries, among them 
(bankers and circles close to the trade 
Onions— but not the head of the Fede¬ 
ration of German Industry, Rodenstock, 
as some maintain—see the solution in a 
devaluation of the deutschemark. 

They argue that this would make Ger¬ 
man goods cheaper for foreign buyers 
and hence more competitive and that our 
export opportunities would thus be im¬ 
proved. At the same time, its imports 
jttnd > holidays abroad would become more 
‘ expensive and would therefore be curbed. 
" If it were really so easy, monetary po¬ 
licy makers in Frankfurt and Bonn would 
surely have taken this step long ago. 

Great Relief 

After all, economic policy makers and 
the Bundesbank would be greatly relieved 
if they did not have to attract foreign 
money as a means of financing the cur¬ 
rent account deficit by having to offer 
high interest rates instead of reducing in¬ 
terests to boost the domestic economy. 

The effects of a significant deutsche¬ 
mark devaluation would be much more 
complex than its proponents assume. 

Granted, exports would, profit.. But 


then, they are already profiting due to the 
depreciation of the deutschemark as a 
result of the fact that the - inflation rates 
abroad are almost twice as high as in 
West Germany. 

Moreover, the nominal value of the 
deutschemark abroad has also gone down 
slightly. But this depreciation has hot 
acted as a brake on imports. 

Lack of Elasticity 

This is due to Jack of elasticity in im¬ 
ports. No matter how high the price, the 
oil requirements cannot be reduced from 
one day to the next. And foreign sellers 
of finished and semi-finished goods which 
carry much weight in German imports 
will not permit themselves easily to be 
displaced from their strong position on 
the market—a position they largely 
owe to low wages in their own countries. 
These arc factors which probably do not 
occur in the figuring of the devaluation 
proponents. 

The lack of import elasticity must in¬ 
crease the cost of imports. But there are 
also other negative devaluation effects 
that must not be overlooked. In an eco¬ 
nomy dependent on imports higher 
import prices soon affect domestic price 
levels. 

This would result in higher costs (some 
of which would certainly originate from 
wages) and hence in a deterioration of 
Germany’s international competitiveness 
which would nullify the initial advan¬ 
tages of a devaluation in the export 
field. 

Many other countries have long learn¬ 
ed this lesson and have struck the term 
'‘devaluation competition’* from their vo¬ 
cabularies. 

. If a marked devaluation is to be suc¬ 
cessful it must be combined wjth a tough 


restrictive policy. And this would in¬ 
evitably cause an unprecedented recession. 

One must also—and above all—not 
overlook the fact that Germany is in a 
sensitive position inasmuch as the deut¬ 
schemark has become the second most 
important reserve and investment cur¬ 
rency. 

Foreign central banks have invested 
DM60bn in deutschemarkbonds. Another 
DMIibn worth of such papers rest in the 
portfolios of other investors. This is 
augmented by tens of billions of official 
and private deutschemark deposits 
with banks. 

Should a deliberate depreciation of the 
deutschemark or indeed just mere specu¬ 
lation that this might happen shake the 
world's faith in this currency, a snowball 
of unprecedented size would be loosed. 

Erosion of Exchange 

Huge amounts of foreign money would 
be withdrawn, sending the deutschemark 
rate plummeting and leading to an ero¬ 
sion of foreign exchange reserves and an 
explosion of interest rates. 

Those who brush this aside as exagge¬ 
rated pessimism should prick their ears 
to hear what foreign money circles have 
to say about the deutschemark. They 
will be surprised to hear how much of our 
currency’s legendary reputation has been 
lost with dwindling appreciation pros¬ 
pects. 

Any tempering wjth exchange rates will 
not solve but aggravate Germany’s cur¬ 
rent account problem. 

The only thing really helpful would be 
less consumption at home and more ex¬ 
ports. This would be an unpopular 
medicine because it would mean that the 
Germans would have to pull in their belts. 

The devaluation proponents seem to 
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trough a lower exchiago rate. 

But this is as erroneous as the belief 
hat a devaluation would provide the 
Bundesbank with more scope for reduced 
interest rates. 


It is probably this illusion that has 
made many a banker an advocate of de¬ 
valuation. 


Source : Die Welt. 


Bonanza for US 
^Overseas Investment 


According to the latest findings of the 
US Department of Commerce, 1979 
was one of the best years for US overseas 
investment as measured by growth and 
profitability, in the last three decades. 
Foreign affiliates of US oil companies, 
riding on the coattails of soaring OPEC 
prices, chalked up spectacular gains, 
while US manufacturing subsidiaries 
„ managed a substantial, though mixed, 
expansion despite those rising energy 
costs (see table alongside). 

The Commerce Department’s annual 
survey is one of the few consistent, long¬ 
term measures of foreign investment 
growth and profitability patterns. And 
while it confines its data to US firms, 
because of the weight of US direct in¬ 
vestment in the world economy, its find¬ 
ings are significant for all MNC (Multi¬ 
national Corporation) investors. Among 
the highlights arc the following: 

♦Total US direct investment abroad 
rose $24.8 billion to $192.6 billion, 
versus a $18.2 billion expansion in 
1978. Investment in the petroleum 
industry grew 23 per cent, while that 
in the manufacturing sector increased 
12.8 percent. 

♦Companies relied more heavily on 
self-financing; close to 75 per cent of 
the new investment was funded out of 
retained earnings. The reinvestment 
ratio jumped from 0.59 in 1978 to 
0.64 in 1979—undoubtedly because 
of climbing interest rates. 

0 A number of geographical shifts are 


US IMhict and Kata of Return, 1979 

(Millions of dollars^ 

-—-- - . . 

Countries 

Total 

Rate of 
return 

(50 

Manufac¬ 

turing 

--rvv: 

Rate of Petroleum R&tcipfl:’ 
return return i 

(%> (%) 

Canada 

41,033 

13.0 

19,237 

11.4 

9,168 

18,0 \ 

Latin America 

36.834 

17.1 

13,220 

13.3 

4,568 

30.0 v 

Europe 

81,453 

20.6 

41,246 

19.8 

18,555 

24.4 ■ 

Africa 

5,626 

30.8 

1,174 

17.4 

n.a. 

n.a. ; 

Liberia 

327 

13.8 

n.a. 

n.a. 

70 

n.a, 

Libya 

n.a. 

n.a. 

—3 

* 

n.a. 

n.a. 

Nigeria 

266 

93.2 

n.a. 

n.a. 

118 

183.1 . 

South Africa 

2,011 

J7.9 

849 

17.1 

n.a. 

n.a; 

Middle East 

—375 

• 

204 

2.9 

n.a. 

n.a. ) 

Asia^ 

13,541 

24.0 

5,176 

18.2 

n.a. 

n.a. 

INDIA 

351 

12.5 

252 

12.7 

58 

8.6 ; J 

Indonesia 

1,005 

101.5 

95 

35.8 

697 

33.9 

Japan 

5,775 

15.1 

2,728 

17.2 

2,111 

14.5 : 

Philippines 

1,317 

10.3 

499 

13.2 

n.a. 

n.a. 

Australasia 
International and 

7,645 

14.4 

3,305 

n.i 

n.a. 

n.R, *,v: 

unallocated 

6,880 

9.5 

— 

— 

2,502 

9.1 -; 

Total 

192,648 

19.6 

83,564 

16.3 

41,553 

31.8 

* Undefined because of negative investment position. **Sum of country figures ' J 

not equal to area total, since some smaller countries are included in the total. ; 

-/ 


taking place: Europe, Mexico and Argen¬ 
tina are gaining new prominence, while 
such former stars as Brazil and Japan 
are losing their sparkle. 

Source : Business International 


Soviet Power for 
Europe ? 


Recently the Soviet Union has again 
proposed creating a trans-European 
electrical bridge which would connect 
the power systems of Eastern and Western 
Europe- Addressing the 11th World 
Energy Conference in Munich in Septem¬ 
ber, USSR Minister of the Power In¬ 
dustry and Electrification Pyotr Neporo- 
zhny said that the unification would 
considerably raise the reliability of 
electricity supply on the continent, where 


the knot of energy jfroblcms is now very 1 1 
tight. In the opinion of Soviet experts, ! 
the expediency of such an inter-tie is > 
confirmed by the experience of the'\ 
operation of the Single Power Grid of * 
the USSR now covering a territory of M) i 
million square kilometres, that is, almost | 
equal to the territory of all Europe. 

About 2,000 million roubles (more than i 
3,000 min dollars) annually—-such is, in ,’ 
the assessment of Pyotr Neporozhny,: - 
the gain the Soviet Union teceives, having ; 
united its power systems into a single, 
“electricity bank” (so far the “bank” ■. 
does not include the power systems of . 
only two regions—Central Asia and , 

the Soviet Far East). The capital of • 
this bank is more than 900 stations with ' 
an installed capacity of 211.5 min kilo¬ 
watts at the beginning of 1980. Last 
year they generated 1,096,000 min kilo- ; 
* watt-hours of electricity, or 88 per cent 
of the national output. 

Using the difference in time (seven 
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tin** acmes run through the territory 
cohered by the networks of the Single 
Power Grid), the Central Control dis¬ 
patchers in Moscow “smooth over" 
the peak schedules by energy transfers 
and rationally distribute loads among 
the power systems, thus reducing the 
consumption of fuel. (By the way, the 
theory of load distribution between 
electrical stations having different techno- 
economic characteristics was first worked 
out in the USSR). 

Great Saving 

According to specialists’ estimates, 
thanks to the manoeuvrability of the 
Single Grid alone the Soviet Union 
annually saves some 12 million kilowatts 
of generating capacity. It has been 
estimated that a unification of the power 
systems of Eastern and Western Europe 
could yield approximately the same 
gain. Besides, the unification uould 
permit reducing the “insurance reserve” 
that is created for the contingency of 
accidents—the practice of operation 
shows that a temporary loss of capacity 
cannot take place in all the elements of a 
system at once. Moreover, the size of 
a pooled reserve that could be used when 
necessary would be greater than it is in 
the power systems working in isolation. 

At the end of 1978 a 1,600-km 750 
kV A C.jtransmission line crossed the 
Carpath an mountains and linked the 
integrated power s> stem of the European 
CMEA countries “Mir” with the Single 
Power Grid of the USSR (until then 
only the system of the western Ukraine 
was connected to ”Mir”). The energy 
potential of Hungary, the GDR and 
Czechoslovakia increased by 6,400 min 
kilowatt-hours, which arc received along 
this line ffom the USSR. Routes with 
a voltage of 750 kV (in the West such 
lines exist only in the USA and Canada) 
will become the main inter-system lines 
and ensure the growing exchange of 
electricity among the CMEA countries. 
Last year deliveries from the Soviet 
Union alone constituted more than 
14,000 min kilowatt-hours. The Soviet 
Union also exports electricity to Nor¬ 
way (65.3 min kwh in 1979), Turkey 
(390.7 min kwh) and Finland (665 min 
kwh). 


For the USSR, where vast distances 
separate the sources of energy and the 
consumers, the problem of power trans¬ 
fer with the least losses is one of the 
most acute. Therefore along with the 
creation of a developed 750 kV network 
in Western areas the construction has 
been undertaken of more economical 
and powerful lines of superhigh voltage: 
1,150 kV AC and 1,500 kV DC. One 1,500 
kV line, 2,415 kilometres long, will link 
the complex of large thermal stations in 
Ekibastuz, northern Kazakhstan, with 
the Centre. About 40,000 min kwh of 
electricity will be annually transferred 
along it. 

In the opinion of Soviet specialists, 
DC lines are a necessary element in the 
formation of a large power system. “In¬ 
serts” of lines of this type divide the 
system into unsynchronously working 
parts. When the operation of one of the 
generators fails, the affected area is locali¬ 
sed and the system as a whole does not 
lose its stability. Soviet scientists aie now 
working on the creation of still more 
powerful DC lines of 2,200-2,500 kV, 
which will be able to transport up to 
70,000-100,000 min kwh annually. 

Source: Soviet Features 


Japan’s Deep Plunge 
into Deficit Financing 


The Japanese Government’s budget gap 
continued to grow through the years of 
the economic recession \*hich followed 
the outbreak of the 1973-74 oil crisis. 
The ebrporation income tax and other 
tax receipts slipped downward, while, on 
the side of expenditure, social security 
and educational outlays and debt ser¬ 
vicing expenses expanded in a steady 
manner. In fiscal 1977 and 1978, the 
Government went ahead with large public 
investment programmes to stimulate 
economic activity. When business re¬ 
covery was under way in fiscal 1978-79, 
tax revenue regained a tair rate of growth. 
But expenditure increased more than the 
revenue, further adding to the imbalance 
of public finance. 


i .m-Tm .... 

. * . . ... . . . .' in' .. . . 

Japanese Roboti 

Increased Japanese investment in > 
R& D and automation in the auto 
industry pose shortterm competitive 
threats but point to a bash for co¬ 
operation and consolidation with 
foreign firms in the next few years. 

The extensive use of industrial robots 
and automatic production lines in 
Japan's auto factories has resulted in 
greater productivity and more reliable 
quality control. These accomplish¬ 
ments have helped increase domestic 
and foreign demand for industrial 
robots to the extent that sales are 
expected to grow from Yen 40 billion 
(Yen 208: US: il) in 1979 to well 
over Yen 190 billion by 1985. En¬ 
couraged by MlTl (Ministry of Inter¬ 
national Trade 8c Industry ), Japanese 
auto-makers—which already use six 
times us many robots as their US 
counterparts - have introduced three 
systems to popularise industrial 
robots. 

*An industrial robot lease plan, 
with 50 per cent of the capital sup¬ 
plied by the Japan Development 
Bank. 

*A loan plan for encouraging in¬ 
dustrial safety, offering low-interest 
loans to manufacturers that introduce 
industrial robots to increase industrial 
safety and productivity. 

*A special depreciation allowance 
that will speed the return on invest¬ 
ment in industrial robots. 

Robots currently are used for 
painting, welding, and assembling 
autos. For example, when compared 
with salary that would he req> ired 
for a regular worker , investment in 
a robot for welding is returned in 
three years, even without special de¬ 
preciation allow ances. 

Source: Business Asia 


The extent of imbalance may be best 
shown by the amount of bonds floated 
by the Government, which totalled appro¬ 
ximately Y 14 trillion (see Tabic, next page) 
in fiscal 1979 and I960 each.The balance 
of previously issued medium and longer- * 
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term bonds stood at somewhat more 
than Y55 trillion at the end of fiscal 

1979. This entails a rapid increase in 
the amount of interest payments. 
Y4.3 trillion is set aside for this purpose 
under the fiscal 1980 budget. The amount 
of interest payments averaged a high 
38.4 per cent rate of increase for the 
seven years between fiscal 1974 and 

1980. The rate of dependence on bond 
financing (total bond issues/total budge¬ 


ted outlays or revenue x 100%^) reached 
33.5 per cent in the ease of fiscal 1980, 
which is far in excess of similar figures 
for other industrialized countries. 

What is disturbing is the likelihood 
that the fiscal crisis will grow worse 
in the coming years instead of getting 
better. According to an estimate pre¬ 
pared by the Finance Ministry earlier 
this year, the outstanding balance of 


Government bonds is expected 6 jSjjh 
Y130 trillion and the debt servicing ^ 
penses Y12.5 trillion by fiscal igtijp:' 
even though this projection is based 
two optimistic assumptions; that $*&! 
rate of dependence on bond financing 
to be lowered every year from ..fiscal^ 
1981 onward and that there will be k $| 
issue of the so-called deficit covering) 
bonds from fiscal 1984. - 

Source ; Keidanren Review 


Indexes of Government's Financial Status 


__ FY__ 

Nominal GNP (A) 
General account 
expenditure (B) 

Tax revenue 
Level of bond issue (C) 
(Deficit Finance) 
Interest obligations 
Outstanding balance (D) 
(Year-end figures) 
Outstanding bond balance 
GNP ratio (D/A) 

Rate of dependence on 
bond financing (C/B) 


1973 

1974 

1975 

117,258 

139,219 

153,126 

14,77* 

13,366 

19,100 

15,036 

20,861 

13,753 

1,766 

443 

2,160 

573 

5,281 

761 

7,734 

9,799 

15,086 

6.6 

7.0 

9.9 

11.9 

11.3 

25.3 


1976 

1977 

1978 

171,815 

190,713 

209,248 

24,468 

15,658 

29,060 

17,333 

34,096 

21,921 

7,19* 

1,279 

9,561 

1,893 

10,674 

2,548 

22,170 

31,963 

42,645 

12.9 

16.8 

20.4 

29.4 

32.9 

31.3 


(Unit : Yen I billion, %)_. 


1979 

1980 


224,777 

— 

11.5 

39,668 

42,589 

16.3 

23,723 

26,411 

10.2 

13,472 

14,270 

34.8 

3,302 

4,344 

38.6 

56,280 

70,694 

37.2 

25.0 

— 


34.0 

33.5 



Note : FY 1980 figures are based on the initial budget for the year. 


x 

x 

X 


X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 

X 


X 

X 

X 
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A Fruitful Partnership 

Rolf Romiseh 

Ambassador in India of the Federal Republic of Germany 


There has been a long and 
successful c<x>peration bet¬ 
ween the Federal Republic 
of Germany and India in 
the field of development 
activities. 

From the beginning of 
bilateral aid-flows to India 
jjh the middle 50’s, over 3,300 
erorc rupees have found 
their way into India as 
grants or soft loans. Moreover 
the Federal Republic of 
Germany contributes a very 
^ considerable part of its 
; i development assistance to 
s; multilateral and regional 
;. development organisations. In 
V1978, about a quarter of 
its total contributions to 
developing countries were 
allocated through the World 
: , Bank, the International Deve¬ 
lopment Association (IDA), 
UNDP and various other 
United Nations Organisations 
as well as the European Com¬ 
munity. As one of the nine 
members of the EC, West 
Germany contributes to the 
latter^ development assistance 
- to the tune of approximately 
26 per cent. In 1978 India 
became the biggest single 
recipient of EC’ aid to non- 
assoeiated countries. All this 
places the Federal Republic 
of Germany as a donor- 
country in a forward 


rank in bilateral assistance 
after the United States, 
Britain and Canada. 

Apart from official aid 
flows there is a large variety 
of contributions from private 
sources to the development 
projects in India. Another 
aspect, which does not appear 
in the financial statistics, 
is covered by government 
promotion for private in¬ 
vestment in developing coun¬ 
tries, which by way of 

tax concessions, investment 
guarantees, and other risk¬ 
sharing measures offers in¬ 
centives for private invest¬ 
ment in developing coun¬ 

tries. 

Joint Ventures 

The German Development 
Company (DEG) has assisted 
in putting up Indo-German 
joint ventures mostly m 

collaboration with medium¬ 
sized German firms. There 
is a wide range of coopera¬ 
tion projects in the field of 
science, research and techno¬ 
logy which do not come into 
the category of development 
assistance in its strict sense. 

The Federal Republic of 

Germany's financial assis¬ 
tance to India consists pri¬ 
marily of soft loans with at 


present 0.75 percent interest 
and a maturity of 50 years, 
with a grace period of 10 
years. These loans are untied. 
Goods and services financed 
from the German Government 
credits can be acquired on 
the basis of international 
tenders without German 
firms enjoying any pieferen- 
tial treatment. This means 
that India has the opportunity 
of selecting on the interna¬ 
tional markets what is most 
favourable for her in terms 
of prices and other condi¬ 
tions. 

Development Aid 

To contribute to India's 
foreign exchange require¬ 
ments the Federal Republic 
of Germany provides the 
Indian Government with 
project aid, commodity aid 
and credits for development 
banks. Especially commo¬ 
dity aid provides for quick 
disbursement. Yearly bila¬ 
teral government negotia¬ 
tions in which identified 
projects are jointly examin¬ 
ed ensure that the sectors 
of cooperation are opti¬ 
mally adapted to the econo¬ 
mic and social development 
plans of the Government of 
India in accordance with 
the generally recognized 


principles and priorities of 
development of both coun¬ 
tries. 

Major Projects 

Till today, the Federal 
Republic of Germany has 
been engaged in about 3Q 
major projects. The biggest 
and probably one of the 
most successfully accompli¬ 
shed ones is the Rourkela 
Steel Mill, which is today 
the most profitable public 
sector steel mill in the country. 
Other projects cover fertili¬ 
zer production (Gujarat 
National Fertilizer Com¬ 
pany) and Automotive In¬ 
dustry (MICO-BOSCH- TEL¬ 
CO, Ramon & Demm, Modi 
Rubber, to name only some 
of them). 

The latest Indo-German 
cooperation agreement which 
was concluded in Bonn in 
June 1980 allocates about 
160 crore rupees to the energy 
sector (turbines, Neyveli 

Lignite Corporation, Super 
Thermal Forwcr Plant Sing- 
rauii), to two industrial 
development banks (ICICI, 
IFCI) and to rural develop¬ 
ment (ARDC, Tawa 

Command Area Develop¬ 
ment Programme, drinking 
water supply, Madhya 

Pradesh). The construction 
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Indo-Crerman Collaboration 


. .. . . . 

of an Indian oceanographic 
research vessel, which is 
to explore the rc&ourees on 
India's continental shelf 
and undertake meteorologi¬ 
cal measurements opens 
new horizons for coopera¬ 
tion. 

In the field of technical 
cooperation more than f>0 
different projects, which 
either have already been 
handed over or are under 
implementation, can be listed. 

The current programmes 
are concentrating primarily 
on small and medium size 
industry and agricultural 
development and aim at 
increasing the skills and cflici- 
cncy of people employed. 

All technical cooperation 
projects are being financed 
by the Federal Government 
in the form of outright grants. 
The expenditure incurred by 
the German side amounts to 
about 13 crores of rupees 


for 19X0. Highlights of 
cooperation so far are the 
Indian Institute of Techno¬ 
logy, Madras, Agricultural 
Projects (Mandi, Kangra, 
Almora, Nilgrris) and the 
National Remote Sensing 
Agenev (TsRSA) Hyderabad. 
Specially significant present 
projects comprise a centre 
for counselling and training 
personnel of small and medium 
sized enterprises in Lucknow 
and Ludhiana and a project 
for quality improvement of 
electronic projects as well 
as an integrated environ¬ 
ment protection and afforesta¬ 
tion project in Himachal 
Pradesh. Further projects 
which reflect India’s growing 
interest with regard to environ¬ 
mental problems and con- 
sen ation of energy are m 
the negotiating stage: water¬ 
shed management, anti¬ 
water and air-pollution, 
afforestation, power research 


and utilization of metallurgi¬ 
cal and mineral waste. Apart 
from experts coming to 
India on a longer period 
under technical assistance 
programmes the Short Term 
Experts Pool Programme 
(STEP) provides India with 
expert advisers in different 
fields for a period normally 
running upto six months. 
Projects are indicated by the 
Indian Government, jointly 
examined and implemented. 
Such advisory functions have 
been performed for instance 
in the production ot optical 
eompment, design and pro¬ 
duction of electronic instru¬ 
ments, transfer of technology 
for power stations, steel 
plants and mining. STFP 
is a fast working, highly adapt¬ 
able and effective means to 
bridge certain bottlenecks 
in the implementation of 
projects. 

Apart from ordinary uni¬ 


versity scholarships whicM 
fall under cultural exchange 
programmes, the German 
Government places every 
year at the disposal of India 
140 scholarships in diverse 
fields of vocational training. 
Up to the end of the financial 
year 1980 about 4,500 Indians 
had received advanced train¬ 
ing outside India, mainly in 
the Federal Republic of 
Germany but also in third 
countries. 

Over the years, develop¬ 
ment cooperation has under¬ 
gone certain changes. More 
emphasis has recently been 
laid on the energy sector 
and programmes which cater 
for the basic needs of the 
population Measures pro¬ 
moting rural areas which are 
labour intensive and located 
in backward areas are being 
put on top of the agenda by 
the German Government. 


Indo-German Economic Relations 

Dr G. Krueger 

Executive Director, Indo-German Chamber of Commerce 


West Germany today is the fifth 
largest buyer and the second 
largest supplier for India in 
international trade. The volume 
of trade between the two coun¬ 
tries is rising steadily, and 
amounted to DM 2.29 billion 
in 1979, an increase of 12.33 
per cent over the previous year. 
Table I fp, 1097) shows the 
trade figures lor the last five 
years. 

The composition of Indo- 
German trade reflects clearly 
the complementary nature of 
the two economies. In con¬ 
formity with the factor endow¬ 
ments of each country, the 
main items of Indian exports 


have been cotton textiles, gar¬ 
ments, carpets, leather and 
leather goods, tea, precious 
and semi-prccious stones, etc.; 
and the main items of imports 
from Germany have been 
machinery, chemicals and 
pharmaceuticals, iron and 
steel, electro-technical goods, 
etc. The industrialization of 
India and the establishment of 
a firm technological base is also 
seen m the rapid growth of 
exports of non-traditionai goods 
from India in recent rs. 

Table II shows the exports 
and imports in 1979 by broad 
commodity groups. 

The success of India in raising 


its exports to West Germany is 
not a matter of accident or a 
chance occurrence. It is to be 
attributed at least partly to the 
competitive advantage and the 
marketing skills India has gain¬ 
ed in the course of its intensive 
export efforts. Indian business¬ 
men are participating in large 
numbers in German trade fairs. 
They know now the impor¬ 
tance of exhibiting and publi¬ 
cizing their products abroad, 
and also the crucial significance 
of adhering to delivery dates 
and quality standards if they 
are to get repeat orders from 
satisfied customers. 

Besides the growing realization 


in Germany that India can 
supply even technical and 
sophisticated products measur¬ 
ing up to international stan¬ 
dards in terms of quality and i 
reliability, another important 
factor contributing to the 
growth of Indian exports to 
Germany has been GSP—the 
Generalised System of Prefe¬ 
nces—which Germany along- 
with other members of the 
EEC introduced in July 
1971. Under the GSP, duty¬ 
free entry for non-agri- 
cultural manufactured and 
semi-manufactured goods is a 
benefit common to all develop¬ 
ing countries including India; 
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Indo-German Collaboration 


Jn addition, under separate 
Agreements concluded from time 
to time India has been allowed 
to export duty-free certain jute 
and coir products, hand-woven 
fabrics of cotton and silk, and 
handicrafts. Imports of some 
agricultural products enjoy the 
benefit of reduced tariff rates 
(in a few cases even total ex¬ 
emption). 

Although the total imports 
of Germany under the GSP 
Jtave doubled in the last four 
Spears, India has not yet made 
full use of the benefits avail¬ 
able. Only about a third of 
the Indian exports to Germany 
have been under the GSP, and 
the rest has been subject to 
the duties applicable after ex* 
haustion of the quotas allotted 
for the various commodities. 
With proper planning of trade 
negotiations and delivery 
dates, Indian firms should be 
aable to benefit more from the 
^duty-free quotas open to them 
at the commencement of each 
calendar year. 

A Surprise 

For those accustomed to see 
India’s trade deficit year after 
year in its trade with Germany, 
it may come as a surprise to 
know that the balance of trade 
was almost always in favour of 
India until India gained In¬ 
dependence and launched its 
ambitious plans for industria¬ 
lization. The imports of iron 
and steel, machinery, electrical 
equipment, chemicals, etc. 
necessitated by the develop¬ 
ment plans led to a continuing 
trade deficit, which persists 
even today. The doctrine of 
mercantilism, which flourished 
two centuries ago and advo¬ 
cated building up trade sur¬ 
pluses, is something which no¬ 
body believes in at present, and 


Germany has no particular ring deficit, and that the total It may also be worthwhile to 
reason to gloat over its trade volume of trade grows further consider in this context whether 
surplus. It would rather see that to the mutual advantage of a more liberal approach to 
India soon overcomes its recur- both the countries. foreign collaboration and joint 
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SIEMENS 



Going back to 1867. The year when 
Werner von Siemens personally 
supervised the laying of the first 
transcontinental telegraph line to India. 

Since then, Siemens has extended its 
commitment into every field of 
development: agriculture, industry, 
communications, transport, medicine. 
Providing technology for India's key 
projects. Projects like Rourkela, Bokaro. 


BARC. The lignite mines at Neyveli, 
the Kuddremukh Iron Ore Project. 

The hydro-electric grid in the Damodr 
Valley, the Yamuna Hydel Project the 
Nuclear Fuel Complex in Hyderabad. 

Today, Siemens India has 5 works, 
6043 employees and 25 distribution 
points all over the country. Helping to 
develop a strong economic base 
for India. 


Siemens India Helping to engineer the future. 
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Matures would help in export 
promotion. It is true that 
Germany ranks third as a 
source of technology to Indian 
industry, and that there are as 
many as 450 collaboration 
agreements in operation at 
present. But the majority of 
these agreements are for tech¬ 
nical know-how only, enabling 
the Indian parties to manufac¬ 
ture the products consumed in 
India. The consequent import 
ftjjbstitution does result in con¬ 
siderable saving of foreign 
exchange, but there is no direct 
boost to exports of these pro¬ 
ducts with the active assistance 


of the German collaborators. 
Joint ventures, cm the other 
hand, lead to involvement of 
both the parties in the profi¬ 
tability of the enterprise, and 
the foreign collaborators arc 
then more inclined to be in¬ 
terested in incorporating the 
output of the enterprise in 
their international marketing 
strategy. Including the already 
well-established ones and those 
In various stages of implemen¬ 
tation, there are 125 Indian 
firms which can be called “joint 
ventures”, since they have 
capital participation by their 
German collaborators. The 


Table I 

Trade with Germany During 1975-79 

(In DM million) 


Year 

4 . _ 

Indian exports 
to Germany 

Indian imports 
from Germany 

Volume of 
trade 

*975 

482.9 

862.6 

1345.5 

1976 

750.1 

922.1 

1672.2 

1977 

786.3 

1140.7 

1927.0 

1978 

764.6 

1271.2 

2035.8 

1979 

1002.0 

1284.8 

2286.8 


Table II 

Commodity-wiae Trade with Germany in 1979 

(In DM million) 


Commodity group Indian exports 

p to Germany 

Indian imports 
from Germany 

Living animals 

0.09 

negligible 

Foodstuffs of animal origin 

4.00 

57.71 

Foodstuffs of plant origin 

79.25 

5.79 

Fine foods and stimulants 

64 30 

1.05 

Raw materials 

46.6 3 

5.03 

Semi-finished products 

24.71 

76.14 

Primary products 

398.95 

438.51 

Finished products 

369.65 

693.73 

Returned goods and 



replacements 

14.41 

6.87 

Total 

— ft*--—-—«. 

1001.99 

1284.83 


inao-ixerman umuuwranont 

■ • .$ 

DER Red Tape 1st Awful \\f 

Ein German trade delegation visited Indien last week. :■ 
Der leader of der delegation, Herr Professor Doktor 
Kurt Hansen said red tape there too much is in Indies ■ it 
which is why der Deutsch investment's for ten years ,*• 
staying stagnant. Ach, so ? But, said Herr Doktor, 
assurances we have from der Government of Indien dat 
der red tape will be reduced. The Secretary for Eco- i 
nomic Affairs (Government of India ) to der delegation 
said that applications will processed be in ninety days. 

Sehr gut, hein ? 

But at der press conference, confusion there was in 
der mind of at least ein correspondent. Der delega¬ 
tion, it to this dunpkopf correspondent appeared, had 
come a long way from its vaterland to our mutterland 
to say der obvious. Could not dis message about der 
red tape have been conveyed by der post ? Alternative¬ 
ly, could not der Indo-Geman Chamber of Commerce 
have conveyed it ? Ve ist mystified. 

Der talk of der co-operation between Indien und 
Deutschland, it go on for ze very long time. It is like 
der elephants dat do ze jig-jig: dere is a lot of ze dust, 
und a lot of ze noise, but der result ? Ach, dat ist [ 
known only after eighteen months. All dis talk of Indo- 
German economic co-operation ist like ze case of der 
elephants but in ze slow motion. 

Apart from der komment about der red tape , der 
only ting dat der delegation say vas der platitudes: 
Indien ist in a great nation ( dankeidanke ); dere are ze 
so many people; so many opportunity; dat der growth 
rate ist ten per cent (to be dumpkopf correspondent, dat 
news is); dat Deutschland vants Indien to grow; and zo 
on. But of der Brandt Report on ze Nord-Sud dialogue, 
der delegation say—but not in words zo many—tough 
titty. Translated Into English that means; too bad, chum. 

Nevertheless, the German delegates were guests 
in our country and we hope they took back pleasant 
memories with them. Auf Weiderseken, herren. 

V-----/ 


proportion of German capital 
in these companies varies from 
0.15 to 74 per cent, and pre¬ 
sumably the interest of the 
German partners in their pro¬ 
fitability also varies over a 
somewhat similar wide range. 

While the concern of 
Government over indiscrimi¬ 
nate import of technology and 
foreign investment may be 


justified on grounds of national 
industrial policy and need for 
conserving foreign exchange re¬ 
sources, a more liberal attitude 
towards such proposals should 
be able to ftilfil the equally 
important need for improved 
export performance. Despite 
recent statements by Govern¬ 
ment of India reiterating that 
even fully owned subsidiaries 
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would be allowed to foreign 
companies if the output 
is 100 per cent export-oriented 
there is a feeling that foreign 
capital is unwelcome in India. 
The German private invest¬ 
ment in India, for example, 
has been stagnant for several 
years now at the level of less 


than DM 180 million, while it 
has been growing in other 
Asian countries. The total 
German private investment all 
over the world since 1952 is 
DM 66 billion. 

The political relations 
between the governments of the 
two countries have always been 


cordial. India is the largest 
single beneficiary of official 
German economic aid, and the 
total value of the aid received 
from Germany so far exceeds 
DM 8.5 billion. The Rourkela 
Iron & Steel Work, the Neyveli 
Lignite Project, the agricultural 
development programmes in 


different parts of the country, 
the IIT in Madras, joint pro¬ 
jects, in the areas of oceano¬ 
graphy and telecommunications, 
these and many other examples 
of fruitful co-operation are but 
an indication of the favourable 
trends in Indo-German rela¬ 
tions in the years to come. 


Constraints on Indo-German Cooperation 

T. C. A. Srlnivasa-Raghavan 


September 1974 : “The Go¬ 
vernment has announced a new 
policy for streamlining the 
licensing procedure with an 
aim to overcome redtape.” 
Thus spake Mr Arvind Kila- 
chand. He was addressing the 
18th annual general meeting 
of the Indo-German Chamber 
of Commerce. 

November 1980 : “The Go¬ 
vernment of India have assu¬ 
red us that they will take 
speedy steps to reduce proce¬ 
dural delays.” Thus spake 
Dr Kurt Hanson, the leader of 
the German Economic Mission 
to India. He was speaking to 
the press. 

From these two statements, 
which are six years apart, it 
would appear that the only 
thing coming in the way of 
greater Indo-German econo¬ 
mic collaboration is the intri¬ 
cate web of red-tape. This 
impression was sought to be 
strengthened at last week's 
press conference when the 
German delegation took great 
pains to emphasise that it had 
discussed neither specific pro¬ 
jects nor policy issues. While 
commending German restraint, 
it is useful to bear in mind 
that the delegation was highly 
insistent in pointing out that 
the German economy was free 


of all controls and that there 
were no restraints on econo¬ 
mic activity. Looking to this 
one cannot help wondering if 
they were not seeking to con¬ 
vey a message—namely, that 
the degree of control to which 
the Indian economy is subject 
makes it rather difficult for 
them to consider entering the 
Indian market with fresh in¬ 
vestment in a very big way. 
German private investment in 
India has stood more or less 
still between 1974 and 1979, 
having increased by a mere 
DM 4.4 million. This view 
is buttressed by the fact that a 
large proportion of private 
German investment has been 
in Brazil and Argentina where 
the respective governments 
tend to be quite unquestioning 
in their attitude to foreign 
capital. 

Therefore, if there is any¬ 
thing in the way of increasing 
German investment in India, 
it is not red tape or procedu¬ 
ral delay, but the German 
view of Indian policy - disclai¬ 
mers to the contrary notwith¬ 
standing. While the delegation 
did not say so in as many 
words, there was little doubt 
that it considers FERA less 
than desirable. (But then, 
which foreign investor 
doesn't) ? 


However, if German invest¬ 
ment has been sluggish, trade 
with Germany has shown grea¬ 
ter signs of life. Indian ex¬ 
ports to Germany in 1959 were 
DM 184.5 million. In 1979, 
the figure had increased to 
DM 1,002 million. Similarly, 
imports from Germany in 1959 
were DM 936 million. In 1979, 
the figure stood at DM 1,285 
million. The trade balance 
has always been adverse, but 
the commodity composition of 
Indo-German trade is such 
that this is more-or-less inevit¬ 
able. The gap, however, has 
been lessening. Today, West 
Germany is India's fifth largest 
buyer and second largest seller. 

India’s imports from West 
Germany comprise largely of 
capital goods and machinery. 
These items account for nearly 
65 per cent of the total imports 
from Germany. Other signi¬ 
ficant items are vegetable oils 
and fats, chemicals, dyeing, 
tanning and colouring mate¬ 
rials and metal manufactures. 
India’s exports to Germany, 
on the other hand, which had 
a fairly narrow base till 
mid 1960s, have widened con¬ 
siderably in the recent years. 
In addition to exporting the 
traditional items, India is now 
also selling clothing and acces¬ 


sories, which account for the 
single largest item of export 
at the moment. The most 
heartening feature is that 
India's exports of engineering 
goods to West Germany have 
been steadily increasing. Start¬ 
ing from a mere 3.13 crores in 
1970-71 engineering exports 
increased to 23.14 crores in 
1978-79. 

However, as Mr Chavan, 
then Union Finance Minister 
said, trade, after all, is not 
charity. It is, in the final 
analysis, an exercise in mutua¬ 
lity of benefits. Therefore, if 
India wants to increase its 
trade with Germany, it is vital 
that the quality of Indian 
goods be up to the mark. On 
the part of the Germans it is 
necessary that they start mov¬ 
ing out of uneconomical indus¬ 
tries and start allowing coun¬ 
tries such as India, where costs 
are lower, to supply them ins¬ 
tead. 

All in all, the prospects for 
Indo-German collaboration 
are bright but subject to severe 
qualifications arising out of 
various economic and non¬ 
economic factors. Precisely 
in what direction cooperation 
between the two countries will 
proceed will become clear 
during the 1980s. 


EASIBRN ECONOMIST 


1098 


NOVEMBER 14,1980 





Delving deep down for 
oil in Mexico? 

< Or spinning textile yarn 
in Ahmedabad ? 



Bank of India 
moves money 
% to move projects 

the world over. 

Wherever on earth the world wants to do 
■ ■ business. Bank of India makes it its business 
to help finance it. 

f.; From London to Paris to New York to San 
Francisco to Tokyo to Jakarta to Hong Kong 
^ to Singapore to Nairobi, there's a 

§S Bank of India office straddling almost all the 
strategic trade centres in 24 cities 
H around the world. 

H Each office is backed with the kind of 
m expertise that comes with 35 years 

g of International Banking experience. And 
staffed with the kind of people who can 
f§ provide you with just that competitive edge 
H you require in this highly competitive world. 



Bank of India 

(A Government of India Undertaking) 


The largest nationalised bank, 
at home the world over. 
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Exporters 

ECGC now offers 
comprehensive cover against 
exchange fluctuations! 



From initial bid to final payment for the contract. 


As part of xts ever growing package of services 
to exporters ECGC now covers risks arising out 
of exchange rate fluctuations 
There is a choice of two schemes 
The Exchange Fluctuation Risk (Bid) Covei Scheme 
covers you from the date of the bid 
The Exchange Fluctuation Risk (Contract) Cover 
Scheme covers you from the date of the .conti act 
upto 15 years after the award of the contract 


For more information please contact: 

iA. EXPORT 
/PS: CREDIT 

& GUARANTEE 
SkJF CORPORATION 

LIMITED ' * 

(A GOVERNMENT OF INOIA ENTERPRISE) 

Regd Office: Express Towers. 10th Floor. 
Nariman Point. Bombay 400 021. 

Telephones 233023. 233046 
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Indian Exports to Germany Cross 1 Billion DM 


jpFoR the first time ever, India’s 
Sports to FRG in a calendar 
||ear exceeded DM 1 billion 
luring the year 1979. The 
actual amount is DM 
! 1.001,991,000 (this figure is 
fbased on German statistics 
land is in c.i.f. terms). In 
1197 9, India’s exports from 
JrPKG were 31.1 per cent higher 
| than in 1978. In rupee terms, 

; the performance is even better 
| because in the meantime, the 
| value of the Deutsche Mark 
! has appreciated relative to the 
rupee. India’s export perfor¬ 
mance is also better than the 
\ overall increase in FRG im- 
| ports which have been of the 
l order of 20 per cent during 
I 1979. 


™ ■ The table alongside shows 
| India’s major export common 
$ dities to FRG both in terms 
" of quantity and value. 

Impressive Gains 

|* Besides, impressive gains 
. have been made in respect of 
the following commodities: 
marine products (DM 2.86 
million against DM 1,36 mil- 
Jjjjp n in 1978 representing an 
^Sicrease of 111.48 per cent); 
cashew nuts (DM 6.25 million 
against DM 2.9 million, an 
increase of 115.36 per cent): 
molasses (DM 14.7 million 
against negligible, exports in 
the past); raw tobacco (DM 
2.5 million against DM 1.6 
million, representing a rise of 
55.85 per cent); shellac (DM 
3.2 million against DM 2.2 
million, a step-up of 42.7 
per cent); flex hemp — jute 
yam (DM 4.5 million against 


DM 2.9 million, an upswing of 
53.9 per cent); coal-tar dyes 
(DM 3.1 million against DM 
1.8 million, an increase of 
73.27 per cent); shoes (DM 
5.5 million against DM 2.5 
million, an uptrend 118.18 
percent); glassware (DM3.1 
million against DM 1.7 million 
representing an increase of 
82,4 per cent); fine mechanical 
and optical goods (DM 5.1 
million against DM2.3 mil¬ 


lion, an increase of 120.14 per 
cent). 

The potential for increasing 
exports of oilcakes and mol¬ 
asses is tremendous. In the 
case of the former commodity, 
the only requirement is stabi¬ 
lity of export policy. Increases 
in export of marine products 
and shoes are directly attri¬ 
butable to participation in the 
specialized trade fairs in 
Germany and this has helped 


greatly also in the textile 
sectors, 

A significant feature of this ^ 
performance is that increases 
have been registered in 
a broad range of commodities 
and not been confined to 
merely one or two items. 
Furthermore, these increases 
are not only in value terms 
but also in quantity. Also 
India’s market share of most 
of the products has increased, 

(Quantity®: 100 kgs) 

(Value=DM 1000) 




1978 

1979 


Percentage 

increase 

Item 

Quantity 

Value 

Quantity 

Value 

Woo] and animal 
hair materials 
(mainly carpets) 

51,442 

142,898 

58,592 

178,323 

24.8 

Other garments 
and made-up goods 
of cotton 

50,327 

134,683 

61,650 

163,343 

21.28 

Leather 

15,361 

57,355 

19,174 

93,516 

63.05 

Tea 

48,499 

36,643 

58,265 

45,286 

23.59 

Precious and semi¬ 
precious stones and 
pearls processed 

20 

32,434 

20 

40,280 

33.44 

Oil cakes 

725,827 

16,641 

1,549,238 

42,657 

156.34 

Other leather goods 

15,291 

34,614 

17,718 

40,513 

17.04 

Cotton fabrics 

28,052 

17,953 

42,713 

28,187 

57.00 

Silk and rayon 
fabrics 

2,416 

16,928 

3,258 

26,013 

53.67 

Silk and rayon gar¬ 
ments and made-ups 

3,543 

15,363 

6,073 

25,214 

64.12 

Goods of copper and 
copper alloys 
(mainly brass 
handicrafts) 

> 

17,444 

21,219 

20,464 

24,314 

14.59 

Coffee 

14,237 

10,565 

22,065 

16,460 

55.8 


EASTERN ECONOMIST 


1099 


NOVEMBER 14, 1980 





EASTERN ECONOMIST 


1260 
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German Investment and Collaboration 


The Federal Republic of 
Germany has emerged as a 
major trading partner and col¬ 
laborator of India. Indo- 
German economic cooperation 
has taken the form of joint 
ventures and private German 
investment in India. Table I 
.gives the details of German 
private investment in India and 


Table II gives the foreign colla¬ 
boration cases approved bet¬ 
ween 1969 and 1978. 


While it is true that most of 
the big German companies 
such as Siemens, Bayer, 
Hoechst, Bosch, Krupps, Daim¬ 
ler-Benz and others arc al¬ 
ready operating in India the 
quantum of German invest¬ 
ment has remained more or 
^less stagnant during 1970-79. 
In fact, on the collaboration 
side also, for various reasons. 


Table I 

German Private Investment in 
India 

(1970 to 1979/DM million) 


Year 

t. 

Invest¬ 

ment 

Annual 
charges 
in per¬ 
centage 

upto 1970 

170.0 

— 

1971 

181.3 

+6.6 

1972 

180.3 

-0.5 

1973 

170.8 

—5.3 

1974 

. 174.3 

+2.0 

1975 

178.0 

+ 2.1 

1976 

178.5 

+0.2 

1977 

174.6 

—2.2 

1978 

179.1 

+2.6 

1979 

—-- 

178.7 

-0.2 


the situation is not as good as 
it could be. Of the 1,008 col¬ 
laborations sanctioned till the 
end of 1979, only 430 are in 
operation. Some of the 1008, 
of course, have lapsed, but a 
majority of them, for various 
reasons have never been im¬ 
plemented. At present 310 
Indian firms and 321 German 
firms are involved in various 
agreements. These collabora¬ 
tions are mostly in the field of 
industrial machinery, electrical 
machinery, chemicals, phar¬ 
maceuticals, automobiles and 
ferrous and non-ferrous pro¬ 
ducts. 

Of the German giants Sie¬ 
mens which has a turnover of 
Rs 74.5 crores is engaged in 
electrical machinery and also a 
sizeable quantum of marketing. 
The latter part of its opera¬ 
tions is causing it some prob¬ 
lems under FERA and it is 
likely that the company might 
reduce these operations. Hoe¬ 
chst, with a turnover of 76.5 
crores are actively considering 


tlie possibility of collaborating 
with Mafatlal in the setting up 
of a petrochemical plant. 
Bosch are involved mainly in 
the production of fuel injection 
systems and Widia India, an 


associate of Krupps, is manu~ 
facturing tungsten carbide* ^ 
Daimler-Benz have had a long .> 
and careful association with 
TELCO in the manufacture of 
trucks. 


Table 11 

Foreign Collaboration Cases Approved between 1969 and 1979 


Year 

West Germany 

Total for all 
countries 

Ranking of 
West Ger¬ 
many 

Total 

Financial 

1969 

28 

4 

135 

2 

1970 

36 

10 

183 

2 

1971 

42 

7 

245 

3 

1972 

49 

3 

257 

2 

1973 

60 

7 

265 

1 

1974 

71 

10 

359 

2 

1975 

59 

11 

271 

1 

1976 

58 

8 

7J1 

2 

1977 

55 

5 

267 

2 

1978 

58 

8 

307 

3 

1979 

55 

5 

267 

2 


0 — 0 -' 
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German Delegation Hopeful of Tie-ups 

T.T. Vijayaraghavan 


After tub round of talks in 
Now Delhi the West German 
industrial delegation, which 
came to Bombay in early 
November, had a busy sche¬ 
dule in exploring the possibi¬ 
lities for further strengthen¬ 
ing Indo-West German econo¬ 
mic ties. The total West 
German investment in India 
is about Rs 80 crores. Though 
the number of economic co¬ 
operation agreements with 
India is 1008, only 4S0 agree¬ 
ments arc m operation. Of 
these 120 imply financial parti¬ 
cipation. 

The main areas of German 
investment in India are ma¬ 
chinery, chemical and phar¬ 
maceutical products, electrical 
products, automobile accesso¬ 
ries etc; 345 Indian and 351 
German firms arc presently 
involved in the 450 existing 
Indo-Gcrman collaborations 
because many firms have en¬ 
tered into more than one 
agreement. 

Maharashtra's Share 

It is significant that 36 per 
cent of the Indian colla¬ 
boration partners arc located 
in Maharashtra, mainly 
Bombay-Pune. This should 
be contrasted with 14.8 per 
cent in New Delhi, 11.6 per 
cent in West Bengal, mainly 
Calcutta, 9 per cent in Tamil 
Nadu, mainly Madras, 8 per 
cent in Gujarat, mainly Ah- 
medabad and Baroda and 7 
per cent in Karnataka, mainly 


Bangalore. The othei States 
have a share of less than three 
per cent. 

Branchwise, machinery (in¬ 
cluding machine tools and tex¬ 
tile machinery) is leading with 
a percentage share of 33 
followed by electrical eq¬ 
uipment with 14 per cent, 
chemicals with 12 per cent, 
automobiles and other vehi¬ 
cles with 9 per cent. Other 
industries like metal products, 
instruments and hand tools, 
consulting and engineering ser¬ 
vices have a percentage sbaie 
of less than six. Of the 
existing Indo-German col¬ 
laborations, 125 are joint ven¬ 
tures with technical and finan¬ 
cial foreign participation; 40.7 
per cent of the joint ventures 
are located in Bombay-Pune. 

Participation Pacts 

Branchwise, electrical machi¬ 
nery accounts for 15.3 per 
cent followed by industrial 
machinery (general) and che¬ 
mical and pharmaceutical in¬ 
dustry with a percentage share 
of 14.4 pei cent each. A rep¬ 
resentative list of some leading 
Indian firms with West Ger¬ 
man collaboration situated 
in Bombay given below 
make the picture more vivid. 
(In brackets are given pro¬ 
ducts made with German col- 
loboration). 

Amar Dye-Chem (dyes, pig¬ 
ment colours etc,); Asian 
Paints (paints, enamels and 


varnishes); The Associated Ce¬ 
ment Cos (ACC) (cement, re¬ 
fractories, cement plants and 
other heavy machinery); Auto¬ 
mobile Products of India (bra¬ 
kes, clutches, Lambretta 
scooters etc); BASF (India) 
(expandable ploystyrene and 
synthetic tanning agents, ma¬ 
chinery for processing of ex¬ 
pandable polystyrene); Bayer 
(India) (pesticides, rubber che¬ 
micals, pharmaceuticals); 
Camphor and Allied Products 
(Formic acid); Century Enka 
(nylon yarn); The Century Spg 
and Mfg Co. (tyrecord); Col- 
our-Chem (organic pigment 
powders, emulsions synthetic 
resin binder materials etc.); 
German Remedies (pharmaceu¬ 
tical specialities and fine 
chemicals); Greaves Cotton 
and Co (electro-magnetic mul¬ 
ti-disc dutches and brakes); 
Hoechst Dyes and Chemicals 
(polyvinyl acetate dispersions); 
Khandelwel Udyog (continu¬ 
ous heat treatment furnaces 
with built-in gas generators, 
hydrogen generating plants 
etc.); Khatau Junker (power 
factors correction capacitors); 
E. Merck (India) (pharmaceuti¬ 
cal specialities, basic vitamins 
etc,) Mukand Iron and Steel 
Works (Slatyard cranes, 
steel casting, steel struc- 
turals etc); Star Textile Engi¬ 
neering Works (hydraulic 
variable speed drives): Synthe¬ 
tics and Chemicals (styrene 
monomer); Telco (diesel trucks 
and buses, direct injection 
machines, steam locomotives 


and parts etc.); Uhde India 
(design, supply, construction 
and commissioning of plants 
for the chemical and other 
industries); Ultramarine 
and Pigments (synthetic 
detergents); Walchendnagar 
Industries (continuous sugar 
centrifuges, cement plants and 
machinery, industrial machinery 
for sugar, chemical and allied 
industries). 

German Know-How 

The leader of the West Ger¬ 
man delegation, Dr Kurt Han¬ 
sen (who is the Chairman of 
the Supervisory Board of 
Bayer A.G.) expressed the 
hope that there may be soon 
tie-ups involving know-how in 
the areas of steel, coal, power 
generation, ship-building and 
electronics, for the mutual 
benefit of the two countries. 
Oil exploration is an impor¬ 
tant area in which the German 
industry would be willing to 
coopefate. 

Speaking at the Indo-Ger- 
man Chamber of Commerce, 
Dr Hansen pointed oat how 
the involvement of foreign 
companies not only brought 
the partner country a better 
supply of investment capital 
and new technology but direct 
investment by foreign compa¬ 
nies played an essential role 
in promoting the necessary 
structural diversification of 
indigenous industry, particu¬ 
larly the export industry as 
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^well as making a considerable 
contribution to the employ¬ 
ment and training situation. 

Dr Hansen gave several rea¬ 
sons why India was considered 
a situable partner for indus¬ 
trial cooperation; its size, its 
favourable geographical loca¬ 
tion, its lying between Europe 
and the industrialised as well 
as industrialising nations of 
Eastern Asia, its political sta- 
kbility, its natural resources, the 
"large domestic market poten¬ 
tial and the high standard of 
training of Indian labour. But 
in spite of all this, the valume 
of German investment of $100 
million was just modest consi¬ 
dering the country’s economic 
potential. In fact there had 
been virtually no appreciable 
change in the volume of Ger¬ 


man investment in recent 
years. 

German companies, Dr 
Hansen said, repeatedly stres¬ 
sed their interest in increased 
cooperation with India but 
also pointed out problems 
which hindered concrete coope¬ 
ration at company level. This 
applied in particular to small 
and medium sized firms which 
usually did not possess the 
financial means or the staff to 
endure the lengthy - process of 
obtaining approval for and 
concluding a joint venture and 
a licensing contract with an 
Indian partner. Experience 
also showed how much the 
selective licensing policy and 
the sluggish and protracted 
workings of Indian bureau¬ 
cracy hindered cooperation 


with foreign partners. 

Besides pointing these out 
Dr Hansen referred to two 
other aspects which have a 
bearing not only on the ope¬ 
ration of German companies 
in this country but with regard 
to India’s overall development. 
These relate to the industrial 
relations and energy supplies. 
He said that so fisr as the former 
was concerned a modern in¬ 
dustrial nation needed ade¬ 
quate labour and trade union 
legislation to regulate manage¬ 
ment-labour relations in a way 
which was satisfactory aod 
binding on the two parries 
concerned. On the latter ques¬ 
tion be expressed the view 
that though energy shortages 
were bound to occur in view of 
the rapid rate of economic 


P 


growth, from his experiensni; 
he could say that these shorta¬ 
ges could best be remedied «n$‘ 
overcome by giving suitabfy; 
private firms sufficient oppeg*/’ 
tunity to develop effective ini*: - 
tiatives. • 

The message of Dr Hansen, 
was clear. While there ins 
several plus factors, there 
are several others on the negSh. ; 
tive side which operated as 
frustrating bottlenecks. They 
must be removed if the Ger¬ 
mans are to pursue tenaciously 
the Indian market in search of 
entrepreneurs. On their side, 
they are clear that production 
costs are cheaper here and are 
convinced that India offers tre¬ 
mendous opportunities to serins 
as a manufacturing base in,, 
developing Asia. ; \ 


BHARAT FORGE COMPANY LIMITED 


MUNDHWA, PUNE 411 036 


Manufacturers of: 

Quality Steel Forgings 
and 

Finish Machined Crankshafts 
for 

Automobiles, Defence, Railways, Diesel Engines, 
Shipbuilding, Atomic Energy Establishment, 
Aircraft, Heavy Electrical Plants, 
Petro-chemical Industries etc. 
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Point of View ' • 

Export Strategy for 1980s: Commodity 

Vljendra Babu Khamasra Composition Perspective 


Exports play a critical rola in the economic development of a nation. 
The author who is Lecturer in Business Administration Agrawal 
College, Jaipur, suggests an export target of Rs 18,000 crores for 
1989-90 and makes certain suggestions for increasing exports 
Including modernisation of machinery, joint ventures and 
improvement in transportation facilities. 


“Over populated countries (like India) 
which cannot hope to increase their 
agricultural output for food as rapidly 
as their demand for food, however 
much they may try, have to give urgent 
attention to increasing the export market 
for their manufactures since, in the last 
aniaysis, it is the rate of growth of their 
exports which sets the limits to their in¬ 
ternal expansion/’ 

—W.A. Lewis 

in the early stages of development, 
India's investments by foreign sources 
consisted mainly of development imports. 
India’s exports were on a low key due 
to under-development. With the march 
of time, the economy has created an 
industrial base. There is now greater 
demand for maintenance imports and 
anti-inflationary imports. Import sub¬ 
stitution has helped in curtailing aid 
requirements. The growing conscious¬ 
ness of the foreign debt burden has in 
tensified the desire for self-reliance and 
export earning. 

The general export performance since 
the seventies has been quite encouraging. 
But still there is clearly no cause for any 
sense of complacency. On the contrary, 
the need for a more vigorous export 
drive is as urgent today as it was be¬ 
fore. Considerable additional capacities 
have been added in several industries in 
the hope that the outlook for sales 
abroad will be quite favourable for a 
number of years to come, so that any 
sluggishness of exports will result in 
under-utilisation of capacity with the in¬ 
evitable effect on employment and ex¬ 
chequer revenue. And there is continued 
need for earning maximum foreign ex¬ 


change (through export) not only to 
finance the imports of several essential 
items required for development but also 
to service external debt. Moreover, a 
high level of export trade is very import¬ 
ant from the point of view of its contri¬ 
bution to economic growth. The findings 
of some research studies - have revealed 
that, with every increase of 2.5 per cent 
in export earnings, the real per capita 
gross national income goes up about one 
per cent. 

Once the need for exports is well esta¬ 
blished, it should be followed up with 
well thought out plans. Exports cannot 
be undertaken by tits and starts. Ade¬ 
quate attention has to be paid for plan¬ 
ned growth of exports. 

The unprecedented performance of 
India on the export front in 1976-77 may 
well be taken as the water-shed for cons¬ 
tructing an ‘Export Strategy 1980s’. 

The export target should be Rs 17,968 
crores for 1989* 20 as against the esti¬ 
mated exports of Rs 7,000 crores in 
1979-80. This will be a spectacular jump 
of nearly 250 per cent within a decade’s 
time or 10 per cent per annum during 
J980s. ft is not an over-optimistic target 
against the background of 5.1 per cent 
annual rate of growth of exports achieved 
by India during the seventies. 

The export strategy for 1980s suggested 
here is based on assumptions that : 

(a) World exports would rise annually 
by 5.7 per cent; 

(b) India’s share in the global exports 
would go up from the existing miserably 
low 0.6 per cent to 0.9 per cent in 
1989-90; 


(c) Supply constraints for exportable 
surplus will be identified and removed to 
achieve a sustained flow of goods to the 
foreign markets; and 

(d) The policy of protection will not 
be tightened further, if it is not relaxed 
during the eighties. 

Should the assumptions turn out to be 
wrong, the target may be unattainable. 

Comparative Advantage 

The selection of commodities for ex¬ 
port promotion in the eighties will be 
mainly on the basis of dynamic compara¬ 
tive advantages, taking into account the 
domestic resources, and cost of export¬ 
able commodity. Using this as the yard¬ 
stick, aggregate export projections 
have been made for the major items 
during the ten years period from 1980-81 
to 1989-90. Converting these into on 
annual basis, the average annual exports 
have been worked out in Table I for 
the period 1978 to 1983 with actual 
exports in 1976-77 as the base. 

Table I shows that in the new resolu¬ 
tion, the emphasis will be to shift the 
export-mix towards dynamic sectors 
having long-term competitive advantage. 
These sectors will include engineering 
products, leather manufactures, gems and 
jewellery, iron-ore, fish and fish pre¬ 
parations, garments, chemicals, handi¬ 
crafts, technology-intensive ■ items like 
consultancy and engineering services, 
apart from project exports. The reduced 
Importance will be attached to items like 
oil-seeds, oil cakes and vegetable oils, 
sugar, tea, spices and cashew kernels, i.e, 
our emphasis in 1980’s export strategy 
will be on “non-traditional products” but 
it should be remembered that “tradition¬ 
al exports” will still hold sway in world 
markets. In the recent past also, the 
change in the composition of exports has 
partly resulted from a significant deve* 
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topmcnt that has taken place in bur la* 
dustria! scene. 

1 Engineering products will be given top 
priority in the strategy for the eighties 
on the following grounds : 

The most important aspect of the engi¬ 
neering industry, as compared to all 
other industries, is the value addition, 
which, really in the ultimate analysis, 
creates additional wealth in the hands 
of the people or nation. 

Long-term Possibilities 

As far as the relevance to exports 
is concerned, no other industry can 
compare with the engineering industry 
from the point of view of long-term pos¬ 
sibilities. The rise in exports during the 
last few years has been to the extent of 
20 per cent a year and at the rate, 
target of engineering exports would well 
be Rs 1,000 crores by 1980-81, over 
Rs 2,000 crores by 1984-85 and over 
Rs 5,000 crores by the end of the decade, 
j.e, 1989-90. These targets of exports are 
well within the reach of the industry, as 
we have all the necessary inputs like pig 
iron and steel, coke and coal and other 
raw materials, labour, including trained 
personnel and management cadres, and 
above all substantial installed capacity. 

The other items, which occupy an im¬ 
portant place in the export strategy for 
the current decade enjoy the priority be¬ 
muse of further exploitation of capacity 
and capability in these industries. There 
is under-utilisation of the capacity in 
these industries which can be used for 
ievelopment programmes for creating 
nore employment and sustained foreign 
exchange through exports. 

Items and commodities such as tea, 
coffee, jute, sugar, etc, are more prone 
:o market fluctuations, quota restric- 
ions and projectionist measures. So 
io policy can be laid down regarding 
heir exports during the eighties. 

As oUr manpower can act as the most 
mportant input f jt achieving our pros- 
>erity by augmenting our export trade so 
>very possible encouragement will have 
o be given to the products manufactured 
>y small scale and village industries. 

Thus, by not utilising and exploiting 
>ur capability in the industrial field and 


partioiihrly forexports, wewiU be mak¬ 
ing a much greater blunder than the blun¬ 
ders and mistakes of the past. 

Exports play a crucial role in the eco¬ 
nomic development of a nation. The 
following measures are suggested to meet 
the above targets : 

(i) There should be no let-up in our 
efforts to retain our share in the tradi¬ 
tional exports, such a$ tea, jute manu¬ 
factures, etc. These item should not be 
neglected in our pursuit of export diversi¬ 
fication, but the objective should be to 
increase the productivity and to diversify 


the commodity-mix 

the domestic value added. Tea, for e 
ample, will be progressively exported 
packets rather than in bulk. 

' f 1 i 

(ii) The existing export-oriented in# 1 ,! 
dustrial (or non-industrial) units should 
be given added fillip, i e, developed attd * 
expanded so as to increase export earn- , 
ings. High export potential areas anti > 
commodities must be explored and ex- ! 
ploited. Assistance in different fields 
like modernising machinery and incenti-' 
ves like adequate and timely finance and 
adequate shipping facilities at reasonable 


r -— 


' "N 

i 

! 

Table I 


| Projections for Average Annual Exports 




(Rs in crores) 

Principal items of exports 

Actual exports 

Average annual 


in 1976-77 

exports pro- 



jected for 



1978-83 ') 

| Engineering goods, including iron and steel 819 

1,200 

Clothing 

265 

436 

Gems and jewellery 

287 

386 

Leather manufactures 

249 

379 . 

Iron-ore 

239 

356 

Cotton textiles 

298 

' 314 j 

Tea 

293 

302 

Fish and fish preparations 

181 

249 

Jute manufactures 

201 

246 . 

Chemicals 

110 

194 

Oilseeds, oilcakes and vegetable oil 378 

176 

Coffee 

126 

154 

Sugar 

148 

128 

I Cashew kernels 

106 

119 

Tobacco 

97 

114 

Spices 

75 

77 

Other commmodities 

1,271 

1,970 

Total 

5,143 

6,860 

1 

Table 11 


Compositional Diversification of Exports 



Percentage of total exports 


1965-66, 1970-71 1974-75 

1976-77 1977-78 

Traditional commodities 

72 42 35 

•26 24 

Non-traditional commodities 

28 38 47 

51 60 

— 
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$|;',JWght rates should begiven to new in* 
'"V Castries keen on entering the export 
sector. 

(iii) If considered helpful in building 
export potential, joint ventures involving 
foreign collaboration should be encour¬ 
aged. Import licences should be given 

■ against exports for importing the neces¬ 
sary items needed for export. En¬ 
couragement should be given for im¬ 
port substitution by eliminating non- 
essential imports and liberalising export 
control regulations. 

(iv) Industrial and licensing policy of 
the Government should not be guided 
only by internal requirements (through 
needs of common people must be satis¬ 


fied before exporting essential items of 
mass consumption) but also by export 
strategy surplus. Priorities in the plan¬ 
ning and allocation of investment of inter¬ 
nal funds, foreign exchange and research 
and development facilities should be 
made with a view to developing export 
potential Besides, export promotion 
measures like supply of raw materials, 
exemption from customs duty and taxes 
and cash compensatory assistance should 
also be adopted. 

(vi) The role of export promotion 
councils, commodity boards and public 
sector agencies like the State Trading 
Corporation should be reoriented. Their 
authority should be assigned an expand¬ 


s If/;'"' } i i 1, / V';.' V? C 

mg role in developing exports in 1980s. 
They may be asked to place greater ac¬ 
cent on providing export services from j 
the pre-production stage to the post-ship¬ 
ment stage for increased earnings. 

(v) In order to provide infrastruc¬ 
tural facilities for exports, greater em¬ 
phasis should be laid on augmenting in¬ 
ternal and external transportation. More 
facilities should be provided at the ports. 
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Interaction of Agro-Industry 

Parkash Mehta & R.S. Prihar and Agriculture in Punjab 


A study made by the authors Indicates that small-scale industry 
products such as diesel engines v pumps etc and various farm 
implements have helped in sustaining and increasing the tempo of 
agricultural production in Punjab and vice versa. A shift of labour 
from farming to small industry has the potential of improving the 
economic well being of Punjab. Mr Parkash Mehta is Associate 
Professor, Department of Agricultural Economics, Himachal Pradesh 
Krishi Vishwa Vidyalaya and Mr. R.S. Prihar is the District Extension 
Specialist, Punjab Agricultural University, Ludhiana. 


Recent economic events in Punjab 
provide a classic example of agricultural/ 
manufacturing interaction in a developing 
economy. 

The growth of agricultural output in 
the State was 17.35 per cent during 
1966-67 to 1975-76. Total production 
witnessed 50.12 per cent rise in 1977- 
78 as compared with 1969-70. This 
phenomenon was accompanied by a con¬ 
comitant burgeoning of small-scale en¬ 
gineering industry which supplies key 
durable inputs like diesel engines, pumps 
and strainers and also various farm 
implements. This industry is well spread 
in the various towns of Punjab, but its 
main concentration is in the Ludhiana 
district of the State. This industry was 
selected for study purposively because it is 
a clear and specific example of agriculture/ 
industry interaction, that is agricultural 


growth has generated demand for output 
of the domestic manufacturing sector. 

The first firm to produce diesel engines 
was established in Ludhiana during 1939. 
In the initial years there was not much 
progress in the industry, but from the 
mid-60’s (this period coincided with the 
green revolution in the State), this indus¬ 
try has seen rapid growth. 

One of the most interesting and poten¬ 
tially most significant innovations is the 
development of improved agricultural 
implements. A majority of firms have 
developed stationary wheat thrashers 
which utilize an external power source 
such as electric motors, tubewell 
engines or tractors and have been able 
to eliminate harvest time labour shor¬ 
tages. At present, almost all the medium 
and large farms and a majority of small 
farms have thrashers with them. Other 


firms have also started such product 
lines as low-priced reapers, farm storage 
bins, plant protection equipment, im¬ 
proved seed-drills etc. 

Whereas thrashers have helped the 
farms to overcome labour shortages dur¬ 
ing thrashing time, reapers, bins or 
potato diggers, etc., have helped to in¬ 
crease their productivity. 

As is clear from the above facts, wc 
are concerned with working out the 
linkages of agriculture with only that 
industry which is manufacturing items 
such as thrashers, pumping sets, diesel 
engines, diggers, sprayers, etc., in 
Punjab State. Hence, in our discussion \ 
that follows we are using the term 
industry to embrace all the above men¬ 
tioned industrial products. 

The data were collected from the 
Statistical Abstract of Punjab, 1978. x In 
this publication, the working population 
figures were given for the year 1971; 
whereas the mid-year projected total 
population of the state was given for 
each year. To calculate the working 
population for the study period the fol¬ 
lowing formula was adopted, with the 
assumption that the ratio of total popu-^ 
Iation to the working population in 
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Agriculture would remain the some as 
it was in the base year 1971 . 

R} Working population engaged in Agri¬ 
culture (WPAH® 

( Percentage of WPA) (Total population) 
(to total population Jt. , (of the Stale ) * 

f Total population) 

(of the State Jt-i 
Where t is time. 

In the same data sources, 2 the figures of 
total agricultural production in the State 
were given for the year 1976-77, whereas 
the index of agricultural production in 
the State was available for our study period 
| with base triennium ending 1961-62. 
To convert this index into total produc¬ 
tion figures, the following formula was 
used. 

(Total production)^ ! — 
f Index of agril. ) (Total Production^ 
(Prod. Jt. M 


I Table I 

i 

| Punjab, Agricultural Production, Value Added in Industry, Labour Productivity 
* in Agriculture and Industry, 1969-70 to 1977-78 


Total value Labour Productivity Labour Pro- 

added in Per Worker in ductivity of 

Industrial —•— i -*— -—-— Industrial 

sector Agri. Industry Worker/Labour 

Productivity of 
Agril. Worker 


| Year 

i 

Total agril. 
Production 

1969-70 

100.00 

1973-74 

114.65 

1 1974-75 

1IX.43 

1 1975-76 

129.13 

1976-77 

136.06, 

1977-78 

150.11 


100.00 

100.00 

107.03 

106.60 

116.76 

107.99 

124.32 

115.48 

137.84 

119.14 

141.62 

129.12 


100.00 

3.7912 

102.14 

3.9327 

124.05 

4.3551 

129.57 

4.4237 

140.77 

4.4533 

142.83 

4.4939 


V.—- 


J 


tlcLlt&n £conomi5t 30 -Qqo 


November 17, 1950 


2) These weights were multiplied by 
the prices of respective commodities, and 
an aggregate price was formulated. 


This aggregate price was multiplied by productivity of industrial labour was 

worked out by dividing the total pro- 


thc labour productivity figures to obtain 
the value productivity of agricultural 
labour for respective years. 

The data pertaining to Industrial sector 
were collected from the Small Industries 
Service Institute and from the District 


(Index of agril. prod.)t 

Where t is time. 

Labour productivity in Punjab agri¬ 
culture was worked out by dividing total 
production with labour engaged in 
agriculture, for the same year. The 
value productivity of agricultural labour 
was worked out as follows: 

1) Weights to different agricultural 
products were assigned. 


Events in Nepal in the last ten days are a 
furious throw back to an older political world, 
U was the great Bolingbrokc who summed up 
he position of the king in battle with his govern- 
nent. “The government’*, he said “is the govern- 
nent of a class; the King is the king of the whole 
>eop1e." Like Bolingbroke himself this was, 
lowever, the creation of an older political age. 
The twentieth century has not seen a single king 
vho could take a cause of the people against his 
lovermnent; nor. indeed, is it even easy, as we 
aw in the case of King Edward VIII, now the 
)uke of Windsor, for a people to take the cause 
>f the King against the Government. Nepal has 
•roved an exception to both rules. The King has 
evotted with a section of his people against his 
wn government; and a section of his people, 
^presented by the leaders of the Nepali Cnng- 
5ss, have made common cause with the King, 
lis Majesty King Tribbuwan Bir Bikram Shah 


Dev has thus made history in our time. 

Nepal is not a great power, and its effairs are 
not likely to cause more than a ripple on the 
international pond. But this is obviously not a 
matter which can, at the present time, be indiffe¬ 
rently handled. Over a stretch of six hundred 
miles, the borders of Nepal march along those 
of Tibet now likely to be synonymous with those 
of the people’s Republic of China. A revolution 
in Nepal—and this is not merely a Palace revo¬ 
lution of the 1846 variety—is a matter of concern 
to India, as it is a major element in the security 
of our northern frontiers. India has a treaty with 
Nepal ratified only this year, in which our “ever¬ 
lasting freindship , has been reinforced by other 
bonds. In terms of this treaty, we have a vital 
interest in the Government of Nepal. Its affairs 
are not a domestic issue in the sense that the small 
oligarchy described as the ‘Ran* Sarkar* can do 
there exactly as it pleases. 


Industries Centre, Ludhiana. Figures on 
labour employed and total production in 
value terms were available. The value 


duction in value terms with total number 
of labour engaged in industry, over time. 

The overall effect of this industry on 
agricultural economy of the State is that 
the productivity per worker has increased 
substantially in agriculture along with a 
major increase in total agricultural pro¬ 
duction (Table I). 

From Table I it is gathered that the 
total agricultural production was at a 
higher level than that of the industrial 
output. Productivity per worker has 
gone up from 100 to 129.12 percentage 
points in agriculture and to 142.83 per¬ 
centage points in industry. This indicates 
that labour productivity in the indus¬ 
trial sector is much higher than in agri¬ 
culture. 

The average productivity of industrial 
labour when divided by the average pro¬ 
ductivity of agricultural labour was found 
to be greater than one and increasing 
temporally. This indicates that the shift 
in labour from agriculture to industry 
over time would lead to an overall net 
national gain. 

Also, in general, this industry has hel¬ 
ped in correcting the employment situa. 


BASIBKM BGONOMISr 


1107 


Movnona 14,1980 





tk» of the State. This industry has given 
YiaWe employment directly to those who 
are working in it (Table II) and indirectly 
to those who are working with these 
machines on cultivator fields * At pre¬ 
sent, the introduction of these industrial 
products on the iarms has increased 
human labour employment on farms 
(Johl. 1970)*. This is because the intro¬ 
duction of these industrial products has 
increased the total production, the crop¬ 
ping intensity and also the number of 
operations to be performed on a farm 

Tablf II 


Punjab : index of Labour Employed in 
Industry and Agriculture, 1972-73 
through 1978-79 


Year 

Index of labour 
employed in 
industry 

Index of labour 
employed in 
agriculture 

1972-73 

100 00 

100.00 

1973-74 

115.48 

101.97 

1974-75 

122.85 

103.98 

1975-76 

135.14 

106.02 

1976-77 

118.92 

108.10 

1977-78 

122.36 

110.23 

1978-79 

140.05 

112.40 


for a particular crop has increased, See 
Dalrymple (1971)* also on this point, with 
whom our observations agree. 

Table II reveals that the index of 
labour employed in industrial sector has 
increased by 40 per cent points whereas 
that in agriculture the increase was only 
12.40 per cent points. This shows that the 
labour absorption in this industrial sector 
has been higher temporally than in agric¬ 
ulture, in spite of the fact that it requires 
higher doses of labour, as discussed above. 

To examine whether the industrial out¬ 
put has any effect on agricultural output, 
a regression analysis was run with agri¬ 
cultural output (Y) as dependent variable 
and industrial output (X) as independent 
variable. The following results were 
obtained : 

Y-18.3617 X 0,6795 * 

St.Er: (0.1092); R*»07892* 
‘Significant at 5 per cent level. 

This shows that when industrial output 
is increased by one per cent, agricultural 
output is increased by 0.6795 per cent, 
which is significant at 5 per cent level. 

The marginal value productivity (MVP) 
of industrial output at its geometric mean 
worked out to be 1 16, which means that 


an additional iamtawftt ofRa l.fo'ta 
industrial sector would result in the ad* 
ditional revenue of Rs 1.16 in agricultural, 
sector. 

The study has revealed that the small* 
scale industrial products such as diesel 
engines, pumps and strainers, sprayers, 
thrashers and also various farm imple¬ 
ments have been of great help in sustain¬ 
ing the increasing agricultural production 
tempo and also have helped in expand¬ 
ing employment in industry. A shift of 
labour from agriculture to industry has a 
potential of improving the economic 
health of Punjab Slate. 
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Quality of Distribution Transformers 

At present, there are 33 units manu- varies considerably from State to State. ^ tatc U) carr y out the special test and alaa 
facturing transformers in the organised Two senior engineers of Rural Electrifica- to enable the manufacturers to develop . 
sector with an installed capacity of tion Corporation pointed out at the recen- the manufacturing practices, 
more than 24 million KVA. In tly held seminar on distribution trans- Dr T.G.K. Charlu, chairman, Rural ^ 

addition, letters of intent and formers that the failure rate was around Electrification Corporation has, urged the 
industrial licenses covering a capacity of 2 to 3 percent in some States, while it Government to expedite the creation of 
nearly 6 million KVA have been issued was as high as 10 per cent in the others, adequate testing facilities at the Central 
thus making a total approved capacity of The senior officials of some of the SEBs Power Research Institute, Bangalore* 
about 30 million KVA. There are revealed that the actual failure rate might The existing short circuit testing facilities 
however a large number of units in the be higher as all the failures were not with the Institute are not adequate to 
small scale sector manufacturing mostly accounted for in the statistics available meet the testing requirements of the 
distribution transformers of small ratings, in the head office due to inadequate large number of transformers manufacture 
The capacity utilisation in the organised feedback from the field offices. Based cd in the country. The extension of 
sector has been around 70 per cent. The on the available data, it was estimated facilities at the institute would go a long 
current level of export is about Rs 3 that more than 20,000 transformers way in improving quality of transformers, 
crores and imports arc marginal. costing over Rs 12 crores failed every Only a few SEBs have adequate repair 

Based on the expected growth in power ye® r - With the large number of trans- facilities. The rate of making transfor- 
generation and taking into consideration formers being added every year, the num- mers serviceable is therefore much (ess 
the replacement requirements, the ten- of transformers failing each year than the rate of failure with the result 
tative estimate of demand for power and would be increasing further. that the damaged transformers costing 

distribution transformers during the next It was pointed out at the seminar that crores of rupees are accumulating with 
five-year period would be 88 million the life of a transformer, which was ex- various SEBs. 

KVA. Taking into account the capacity pected to be atleast 25 years, was rarely One solution for the inability of the 

already installed and under implementa- achieved in practice* Failure of trans- field staff to properly maintain the distri- 
tion there is no likelihood of any formers occured within two to three bution transformer/ could to be the use 
shortages. Any likely shortfall of capa- years of installation in many cases. 0 f sealed distribution transformers. The 
city could best be filled by expansion and Systematic investigation of reasons of reliable operation of a transformer de- 
upgradation of existing units. failure of distribution transformers had pended upon its fit operating condition, 

Mr D.V, Kapur, Secretary, Ministry of recently been taken up and deficiencies in on the carrying out of all scheduled 
Energy, has stressed the need to en- specifications, design manufacture and routine inspections, preventive mainte- 
sure strict quality control to avoid the ttie problems of operation and maintc- nance and checking, and also upon the 
present high rate of failure of distribu- nance were brought out. quality of the repairs done, 

tion transformers. Quality, he says, had Even though the Indian Standard sped- It was revealed by the engineers of 
to be built up adequately both in the fied that the transformer should withstand Tamil Nadu Electricity Board that, to 
technical specifications and the design of external short circuit, this had not been achieve reliability, the designer ought to 
transformers. The requirement of distri- included as a type test. The REC specifi- know the exact function his product had 
bution transformers during the sixth plan cation was said to be silent on this issue, to perform. The conditions under which 
period might be worth Rs 100 crores as in practice very few transformers had the it had to operate and how long it was 
nearly 100,000 additional villages are to ability to conform to the standards, expected to operate The users specifi- 
be electrified and 2,5 million pumpsets Many of the failures were due to impro- cation should be clear and complete 
are to be energised. The future of this per placement of coils, displacement of together with detailed operating condi- 
industry, therefore, is fairly bright. coils and also bursting of HT coils due tions, frequency severity and duration of 

It has been estimated that more than to failure to withstand short circuit faults. An insurance against such failure 
400,000 distribution transformers are forces. This was one of the main causes of distribution transformers could be 
presently in service in the rural distri- of failure. Due to the inadequate faci- provided by adopting more stringent 
bution system in the country. Even JIties in the country to carry out short .specifications and by employing more 
though reliable statistics on the rate circuit tests, it was generally not possible comprehensive protective schemes and 
of failure of distribution transformers to conduct this test even as a special strict adherence to operation and mainte- 
arc not available, various State electricity test. It was therefore necessary to esta- nance schedules, 
boards (SEBS) reveal that the failure rate Wish short circuit testing facilities in each —Hardev Singh 
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The fine quaHty off every 
UNISTAR cable oflen begins 



where the^prcable ends 
- with the performance 


Even the most technologically advanced 
process does not have to mean the most 
superior power cable. What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions. Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
other industries. UNISTAR cables are a vital 
pre-requisite. Because there is a UNISTAR 
cable for every need. 

Now. UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboration with ASEA 
KABEL. Sweden. 


UNISTAR range of cables also include: 
Paper Insulated Power Cables. Therrtioplastio 
ana Elastomeric Cables. Railway Signalling 
Cables. Mining Cables. Airfield Defence 
Cables. Shipbuilding Cables. Quarry Trailing 
Cables. Lift Cables.Drill Cables and 
Locomotive Cables. 

UNISTAR—precision-engineered quality 
cables thgt stand the test of time. Always. 

For more information, simply write to us. 

UNIVERSAL CABLES LINITED 

P.O. Birla Vikas, Satna-485005 (M.P.) 
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Joint Ventures with 
Yugoslavia 

Yugoslavia and Romania have 
shown keen interest for setting 
up joint ventures in collabora¬ 
tion with Indin in third coun¬ 
tries, according to Mr K.N. 
Modi, President of the Federa¬ 
tion of Indian Chambers of 
Commerce and Industry. Mr 
Modi, who had led a 20-mem¬ 
ber delegation to Yugoslavia 
on September 22 and 23 and 
thereafter a six-member dele¬ 
gation to Ramania, recently 
released the report of the dele¬ 
gations. 

The report said that both 
Yugoslavia and Romania had 
offered promising scope for 
India to expand bilateral trade 
and for setting up industrial 
collaborative units even on 
; product-sharing and for com¬ 
bining their resources, exper¬ 
tise and technology in estab¬ 
lishing joint ventures in third 
countries. Both the countries 
were keen to develop and en 
large the basis of economic co¬ 
operation with India. 

In Yugoslavia, the joint busi¬ 
ness council had adopted a 
five-point action programme 
for developing imports from 
developed countries. In Ro¬ 
mania, Mr Modi signed an 
agreement with the Chambers 
of Commerce and Industry 
tthere constituting a joint work¬ 
ing group to facilitate regular 
exchange of information and 
larger business contacts and 
commercial exchanges. 

Indo-Soviet Accord 
on Coal 

Agreement has been reached 
with the Soviet Union for the 
production of nearly 20 million 
tonnes of coal and develop¬ 
ment of a 12 million tonnes 
coking coal project with wa- 
sheries and captive thermal 
power stations in the Jharia 
’coalfield. 


This was indicated in a proto¬ 
col signed recently by Mr V.V. 
Beliy, First Soviet Deputy 
Minister of Coal Industry, and 
Mr R.P. Khosla, Additional 
Secretary, Department of Coal. 
A plan will be drawn up for 
the production of 10 million 
tonnes of coal in Jayant open 
cast mines in Sjngrauli coal¬ 
field, introduction of longwall 
caving at the Chinakuii mine 
and sinking of vertical and in- 
dine shafts for development 
of 2.3 million tonnes capacity 
mine in Jhanjhra, in Raniganj 
coalfield of ECL. 

The modernisation of Ka- 
thara and Patherdih washeries 
is also contemplated for pro¬ 
viding an output of 5.5 million 
tonnes of washed coal to steel 
plants. Soviet experts will also 
assist in controlling a major 
underground fire in the Karan- 
pura coalfield to conserve 
large reserves of superior grade 
coal. 

Technical Assistance 

The Indian side will be 
receiving technical documents 
and other technical assistance 
for the manufacture of spare- 
parts of coalmining machinery 
of Soviet origin. This clause 
in the agreement will inter alia 
provide better utilisation of 
existing coalmining machinery, 
considerably reducing its down¬ 
time and increase in producti¬ 
vity. Indian coal mining ma¬ 
chinery building capacity is 
also expected to gain both in 
range and in sophistication. 

The Soviet side will also co¬ 
operate in the development of 
a 12 million tonnes coking coal 
project with washeries and a 
captive thermal power station 
in the Jharia coalfield. This 
is a major open cast project 
which will help in stepping up 
the supply of coking coal to 
the steel plants. The projects 
envisage the extraction of coal 
by open-cast methods from a 


v4fBkNfc exceeding 400 metres 
and caving 13 coal seams many 
of which have been unscienti¬ 
fically exploited in pre-nationa¬ 
lisation days and some of 
which are on fire. The scheme 
of raining provides for recla¬ 
mation of land and its restorar 
tion as far as possible to a 
usable condition. 

Indo* Danish 
Cooperation 

Danish Premier Anker 
Jorgensen and Prime Minister 
Indira Gandhi recently signed 
an agreement for strengthen¬ 
ing health care and family 
welfare facilities in Bhind, 
Morena, Gwalior, Shivpuri, 
Guna, Sagar, and Tikamgarh 
districts of Madhya Pradesh. 

The Danish International 
Development Agency (DANI- 
DA) will provide 126 million 
Danish Kroners over a period 
of five years for the project 
which will step up mobilisation 
of community self-help acti¬ 
vities especially among the 
weaker sections of the rural 
population. 

The project implementation 
will keep in view key princip¬ 
les like, target group approach, 
participative approach and 
community involvement, mul¬ 
ti-sectoral approach, decentra¬ 
lisation and flexibility. 

This effort to improve the 
medical care status of the 
rural population was perhaps 
intended to be part of the de¬ 
velopmental effort in the spe¬ 
cified districts, among which 
Bhind, Morena, Shivpuri and 
Gwalior are in the Chambai 
region where economic back¬ 
wardness forces many to join 
dacoit gangs. 

Under the agreement, the 
Government of India will en¬ 
sure that the equipment donat¬ 
ed by the Government of Den* 
mark will be used for the in¬ 
tended purpose and not trans¬ 
ferred out of the area during 
the duration of the project 
1'eriod. 

It will provide necessary 
building sites free of cost for 
sub-health centres, * training 
facilities, and ensure that the 
location of new health facili¬ 
ties and all construction and 
expansion will be made in ac¬ 


cordance ■ with 
cument. \ 

Earlier, Premier Anker Jo & >: 
gensen said in a news eonftft 
cnee that another project wfctcj 
being formulated for imp!*? $ 
mentation in Tamil Nada«;$ 
Besides being a social health, 2. 
programme, it would contrfa'4 
bute substantially to blind 
lief work. , 

The two projects would 
tail a total assistance of $ 
million Danish Kroners, and■ f : : 
would be the biggest venture 
undertaken by the Government 
of Denmark in a developing 
country. i 

Denmark, he said, was al* 
ready spending 0.79 per cent ■ 
of its gross national product v 
(GNP) in foreign aid priSh 
grammes. Though it was a 
small country, it was trying to, 
achieve the goal of contribute ; 
ing one per cent of GNP l*'} 
this direction. c 

National Thermal 
Power Corporation 

National Thermal Powij^ 
Corporation Limited 
engaged in the construction of £ 
4 super thermal power pro*/ 
jeets in the central sector has' 
achieved, the rare distinction o 
of accomplishing cent percept; jl; 
of the budgetted expenditure $ 
related to the projects during 7 
each of the four years upto V 
1979-80 for which the company*^ j; 
accounts have been finalised* 
Financial performance in thte 
scale means that the targets ; 
and milestones fixed for the 
construction of the massive 
projects have been fully achie¬ 
ved, It is common knowledge; 
that in majority of the projects 
in the Government and Public ! 
Sector there are always con* " 
siderabls shortfalls in the bud¬ 
geted expenditure which in 
turn means non-fulfilment of ■ 
targets and delay. Construc¬ 
tion activities in NTPC’s four 
projects at Singrauli, Korba* 
Ramagundam and Farakka as 
also in the transmission lines, 
are progressing on or ahead of 
schedule. 

The World Bank which is 
providing the bulk of the final** 
ces for the projects has also a 
detailed system of reviewing ; 
and monitoring the progress 
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fcthe projects «nd the related 
spenthture. In its various 
sports the World Bank" Ap¬ 
praisal Team had high com- 
lendation to make of the effi- 
iency with which finance of 
tic company are being mana- 
ed on the basis of sound 
nancial systems and effective 
management of the cash re- 
emrees. 

NTPC in the four super 
bennal power stations under 
omtruction is to commission 
total generating capacity of 
300 MW commencing with 
he first 200 MW unit schedu- 
ed for commercial commis* 
ioning by the end of 198 J-82. 
t is envisaged that based on 
hese four projects breakeven 
>oint would be crossed and the 
jorapany would start making 
irofit from the year 1986-87. 
\ccording to the financial 
orecasls prepared by the 
VTPCs finance wing on the 
masis of the present four pre¬ 
sets, annual sales of energy 
vould reach a staggering figure 
>fR$ 1500 crores withanrici- 
>ated profit of the order of 
145 crores by the ycai 
J000 A.D. 

Ultrasonic Tube 
Testing System 

The Ultrasonic Tube Testing 
System is the first of its kind 
produced in the country to 
itteet stringent requirements of 
luclear tubing industry. Desig¬ 
ned and developed by the 
Electronics Corporation of 
India Ltd, it enables high 
speed testing with maximum 
sensitivity and precision. The 
system comprises special built- 
in electrical and mechanical 
features such as water condi¬ 
tioning system, pneumatic sys¬ 
tem and a helix counter, (t 
also has a separate power sys¬ 
tem, versatile and precision 
probe manipulators and an 
automatic flaw' marker. 

The unit is capable of testing 
tubes of diameters varying 
from 3 mm to 16 mm with a 
speed of 100 to 2,0t)0 surface 
mm T>cr second. The system 
checks the tubes for longitudi¬ 
nal and transverse defects as 
well as variations. Any devia¬ 
tion from set values actuate 
in audiovisual alarm. The flaw 
detector is capable of detecting 
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0.625 mm flaws along longitu¬ 
dinal as well as transverse 
directions. The defective por¬ 
tions of the tube are automati¬ 
cally marked with a fast drying 
metal ink. The wall thickness 
guage records variations of less 
than 0.1 mm with an error of 
less than 0.01 per cent. 

Diversion Tunnel of 
Chukha Project 

The National Projects Cons¬ 
truction Corporation (NPCC), 
a public undertaking of the 
Ministry of Energy, has com¬ 
pleted the diversion tunnel of 
Chukha hydel project in the 
high Himalayan ranges of 
Bhutan. Despite most difficult 
and hazardous conditions, the 
diversion tunnel which is the 
first landmark of the project, 
has been c unplctcd on sche¬ 
dule. The Corporation had to 
employ sophisticated equip¬ 
ment like crushir.g plant, con¬ 
crete mixing plant, concnte 
placer, moveable gantry and 
by getting nearly 400 work¬ 
men from India, 

The first ever hydel project 
in Bhutan viz. Chukha Hydel 
Project is under construction 
stage. It is situated at an ele¬ 
vation of about 7,000 ft. in the 
Himalayas and comprises 4 
units of 84 MW each. This 
project is to utilise water of 
the turbulent Wangchu River 
of Bhutan by constructing a 
dam and the water will be 
taken to the Penstock through 
6.5 Knis. long Head Race 
Tunnel for generation of 
power. NPCC has been entrus¬ 
ted to construct the diversion 
tunnel. Head Race Tunnel and 
the Surge Shalt complex of the 
project. 

NPCC' has also launched 
crash programme operation in 
Head Race Tunnel by employ¬ 
ing modern tunnelling method 
and employed Convey Mucker, 
Locomotives, Mine Cars etc. 
The work of Sugar Shaft Com¬ 
plex also is in full swing 

Loading of Petroleum 
Products 

The daily average loading 
of petroleum products by rail¬ 
ways during the month of 
October has been 1,621 wagons 
BG and 304 wagons MG. 
This represents an increase of 


aevea per mt in SO and toper 
cent in MGa$ compared to the 
loading during October last 
year. The loading has even 
exceeded the peak loading 
during the month of March 
this year when 1,607 BGand 
288 MG wagons were loaded 
daily. The high level of load¬ 
ing achieved by the railways 
is reflected in the marked im¬ 
provement in the supply of 
naphtha and fuel oil which are 
used as feed stock to the ferti¬ 
lizer plants all over the coun- 
try. 

The Railways achieved an 
all time high loading of petro¬ 
leum products during the 
month of October despite 
severe setback in loading due 
to closure of Kovali Refinery 
for a period of 8 days and a 
strike by the Port Trust Staff 
at Haldia. In addition, a siz¬ 
able number of tank wagons 
could, not be made use of at 
Haldia and Kandfa due to 
shortage of product. Also, due 
to closure of the refineries in 
the eastern sector, since Janu¬ 
ary this year, the Railways 
have been cairying the petro¬ 
leum products normally moved 
by the pipeline network. The 
upward trend in the loading 
of petroleum products is likely 
to be maintained in the coming 
months, provided sufficient 
product is made available at 
all the loading locations and 
the ports keep functioning 
normally. 

Coal Production 

Energy Minister A.B.A. 
Ghani Khan Choudhury re¬ 
cently stated that coal produc¬ 
tion in the country would re¬ 
cord an increase of 58 per cent 
over the next five years. 

Coal companies had drawn 
up plans for increasing the 
coal output from this year’s 
targetted production of 113.5 
.million tonnes to about 180 
million tonnes in 1984-85. To 
achieve this, Coal India Limi¬ 
ted and Singareni Collieries 
Company Limited proposed 
to invest nearly Rs 3,500 crore 
during this period. 

Addressing members of the 
Parliamentary Consultative 
Committee attached to his 
Ministry at Ranchi, the Energy 
Minister said the Government 
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WtanSMti ofachicving^he 
target of 113.5 million tonnes 
of coal production Ibis y#ar. 

Mr Choudhury said during 
the first six months this 
year, the production had in¬ 
creased by three million tonnes 
over that of the correspond¬ 
ing period last year. This had 
made possible free sale of 
all varieties of inferior non¬ 
coking coal from a large 
number of mines. Similarly, 
*‘beehive type” hard coke 
produced by the Bharat Cok¬ 
ing Coal Limited (BCCL) was 
also being sold freely. 

The Minister said his Minis¬ 
try was in constani touch with 
the Railways for improving 
the coal movement. He said 
if more wagons were not made 
available, the pithead stocks 
might increase to nearly 18 
million tonnes by the end of 
this year. The pit-head stocks 
at the end of September last 
stood at 13 million tonnes. 

Mr Choudhury told the 
committee that 20 new coal 
projects had been approved 
in the past ten months and 
ten more were likely to be ap¬ 
proved during the next five 
months. 

Indo-Lanka Tie-ups 

The Ministry for Commerce 
has approved six indo-Sri 
Lanka joint ventures to be im¬ 
plemented in Sri Lanka. In a 
bid to capitalise on the massive 
development work taken up by 
that country the Ministry is 
also considering a number of 
applications from the private 
sector for setting up industries 
in the Sri Lanka free trade 
zone. Furthermore to provide 
financial assistance to the pros¬ 
pective investors the Industrial 
Development Bank of India is 
prepared to consider financing 
any viable project suggested 
by the industry. 

The Commerce Secretary, Mr 
P. K. Kaul, recently told the 
engineering industry that the Go¬ 
vernment was well aware of the 
existing vast scope for exports 
offered by the neighbouring 
countries and was prepared to 
help the industry in all possible 
ways. However, he suggested 
to the industrialists that India 
was enjoying a balance of pay- ‘ 
ments advantage with its neigh- 
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^jpratita, 'fa fadatfr 
should think of ways and 
means to increase their imports 
(from these nations. Also the 
Government on its part was 
thinking of setting up industrial 
units in some of these countries 
especially in Sri Lanka with 
buy-back arrangements. This 
would go a long way in solv¬ 
ing some of the balance of 
payments difficulties faced by 
the neighbouring countries. 

Mr Kaul was participating in 
a workshop organised by 
Association of Indian Engi¬ 
neering Industry here. Re¬ 
plying to the gloomy pic¬ 
ture presented by the AIET 
President, Mr. Manmohan 
Singh on export front, Mr 
Kaul said that 25 per cent 
growth rate in exports was fea¬ 
sible and the industry should 
strive for it. On its part, the 
Government had taken a num¬ 
ber of steps such as excluding 
export production from the 
licensed capacity extension of 
the free trade zone facilities to 
the 100 per cent export-oriented 
units and duty free import of 
certain essential raw materials. 
Now it was left to the industry 
to respond to the incentives 
and boost exports. 

Mr M. C. Gupta, joint 
secretary Ministry for Industry, 
told the industry that under 
the technical cooperation bet¬ 
ween the developing countries 
scheme (TCDC) financial faci¬ 
lity existed which the industry 
could take advantage of 
in setting up industries in the 
other developing countries. 
Earlier Mr Gurmect Singh 
(AIEI) told the gathering that 
India was the second largest 
exporter of engineering goods 
to Sri Lanka. The Government 
should take note of this fact 
and facilitate setting up indus¬ 
trial units in that country. 
Moreover massive develop¬ 
ment plans launched by Sri 
Lanka and Indian industry 
should capitalise on that. 

Inland Water 
Transport 

The Central Inland Water 
Transport Corporation, a Cen¬ 
tral Government undertaking, 
incurred a loss of Rs 8.50 
crore in 1979*80. However, its 
chairman-cum-managing direc- 


tor H. C. Maftfett* does hot 
think that tills loss, “the highest 
in a year", is something to be 
worried about, “Fifty per 
cent of this loss," be said, “is 
the interest charges we have to 
pay . 

Mr Malhotra told a press 
conference recently that while 
the accumulated loss of the cor¬ 
poration now stood at Rs 42 
crore and waters transport not 
being a profitable business, 
M vital national interests oblige 
us to carry cargo on unecono¬ 
mic routes*’. The Centre had 
at last come forward with 
funds to expand the CIWTC. 
He said the Union Cabinet had, 
approved the CIWTCs invest¬ 
ment proposals for acquisition 
of vessels, provision of infra¬ 
structure facilities at its various 
river terminals, capital repairs 
of the existing fleet and im¬ 
provement in the Rajabagan 
dockyard. The proposals in¬ 
volve a total investment of Rs 
34.20 crore. 

He said that major factor 
that favoured the development 
programme proposed by the 
CIWTC was that inland water 
transport was the most energy- 
elfective mode of transport. 

Rise in Power 
Generation 

Power generation in the 
country has gone up by roughly 
seven per cent since September 
compared with the output 
during the corresponding 
period last year, according to 
the Union Minister of State for 
Energy, Mr Vikram Mahajan. 

Briefing newsmen on the dis¬ 
cussions at the meeting of the 
consultative committee ofMPs 
attached to his Ministry, Mr 
Mahajan said power cuts and 
restrictions on power supply 
had been lifted or relaxed in a 
number of states. To cope with 
the growing demand for elec¬ 
tricity, the Government had 
drawn a programme to step up 
generation capacity by 48,000 
MW over the next decade. 
Additional power generation 
would be based on superther- 
mal stations near coal pitheads. 
Emphasis would also be laid 
on hydel power generation. 
Nearly 50 per cent of the addi¬ 
tional generating, capacity of 


28,000 MW during 1965*90 
would be added through hydel 
projects. 

Regarding short-term mea¬ 
sures, he said the main thrust 
Would be on improving capa¬ 
city utilisation of the power 
stations and on early commis¬ 
sioning of on-going projects. 

Problems relating to trans- 
poration of coal and its quality, 
spare parts* management, 
maintenance programmes and 
the supply of vital equipment 
had been identified and steps 
were being taken for a general 
improvement in these spheres. 

The problem of coal trans¬ 
portation, he said, was being 
tackled by the Ministry of 
Railways which was trying to 
meet the demand for 3,900 
wagons a day against the 
current availability of 2,600 
wagons. 

New Tourism Travel 
Circuits 

Mr A.P. Sharma, Union 
Minister for Tourism and 
Civil Aviation, stated recently 
that a conference of Tourism 
Ministers of all States would 
be held in New Delhi on De¬ 
cember? to finalise the pro¬ 
posals submitted by the States 
for developing integrated travel 
circuits for the promotion of 
tourism. 

He told newsmen that as 
part of the 10-year tourism 
perspective for 1980-1990, the 
Centre bad asked the States 
to identify two travel circuits 
each for the promotion of 
tourism. The replies from the 
States had now been received 
and were under consideration. 
Kerala had suggested four 
circuits for this purpose. 

Ropar Power Project 

Excavation operations for 
laying foundation of 420 
MW Thermal Power Plant at 
Ropar in Punjab commenced 
recently. The first phase of ihe 
project with two units of 210 
MW each would cost Rs 168 
crores and the first unit is tar¬ 
gated to be commissioned with¬ 
in the next four years? 

According to the Chairman 
the execution of the project 
was going on at good speed. 
As many as 2,000 acres of land 



has beea acquire^ 
colony js under construct^ 
and 50 lakh bricks have ! 
purchased. 

Talking to newsmen 
the Chairman refuted 
published in an English 
of Chandigarh that there, 
any move to drop the 
thermal project or the 
had asked the board to stO$ 
execution. He said Rs 12 cro^ 
had been earmarked for 
project for the current 
and Rs 9.60 crores had air 
been paid to BHEL as advan 
payment for supply of boife 
and auxiliaries. For the 
financial year Rs 18 croref* 
were being earmarked for th&t 
project. BHEL, he said, ha# 
promised to make delivery 
equipment within the next 3#} 
months. 

New Licences 

Essential consumer items irt - 
short supply, such as singfcr^ 
cement and paper, figure pro*,, 
minenlly in the list of lftdty&r; 
trial licences and letters^ 
intent issued under the Ind#^, 
tries (Development and Rejffe 
lation) Act during August. Ojt 
the 37 new licences and 884 
letters of intent issued during 
the month, six relate to mawfe 
facture 'of various kinds: 
writing and printing pajpfij^ 
two are sugar mills and twJ 
cement factories. ; ■;;! 

The sugar mills are—one ify 
Andhra Pradesh for the pro? 
duction of 1,250 tonnes ptf 
day. One of the two proposed: 
cement factories is by the 
Cement Corporation of hum) 
(in Andhra Pradesh) and hft& 
a capacity of five lakh toitmea»; 
and the other is by a private" 
entrepreneur in Rajasthan 
produce an additional two 
lakh tonnes of cement. Othef 
new enterprises in the consur, 
mer sector arc those relating 
to vegetable oil and dry bat¬ 
tery cells. In the basic indus¬ 
try sector there are three units 
(two in Gujarat and one in 
Kerala) for the manufacture 
of sulphuric acid. Items like 
zine ingots, alloy forging and 
fine chemicals also figure in 
the list. 
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COMPANY 

AFFAIRS 


Gangappa Paper to 
Enter Capital Market 

The first joint sector paper 
project in Tamil Nadu, the 
Gangappa Paper Mills, will 
enter the capital market on 
November 24 with a public 
issue of 808,500 equity shares of 
Rs 10 each to raise a part of its 
Rs 4.87 crores capital outlay. 

Promoted jointly by the 
Tamil Nadu Industrial Deve¬ 
lopment Corpn. and Mr T.G. 
Krishnamurthy and associates, 
who have a good deal of ex¬ 
perience in the paper trade, 
the project has been licensed 
to manufacture annually 10,000 
tonnes of writing and printing 
paper al Vadakuthu village in 
the South Arcol district. The 
management has already made 
some headway in the imple¬ 
mentation of the project, the 
Swedish paper machine and 
the bulk of the indigenous plant 
and machinery having already 
arrived. 

The company, which repre¬ 
sents the first project in the 
State to produce paper from 
its own pulp from the begin¬ 
ning, is scheduled to start com¬ 
mercial proauction in May 
1981. Mr C.V.R. Panikar, 
Chairman of the company, 
does not expect any raw mate¬ 
rial problem as the plant is 
located in a predominantly 
paddy growing area. 

The company’s break-even 
point has been estimated at 
55.5 per cent of the produc¬ 
tion capacity. It expects to 
reach 60 per cent of the capa¬ 
city in the first full year, 75 
per cent in the second year 
and 90 per cent in the third 
year. The company will be 
operating against a favourable 
overall background, the 
demand for p.iper being in 
excess of the indigenous pro¬ 


duction. The management 
expects to be able to pay an 
equity dividend for the second 
year of production, according 
to the company’s Managing 
Director, Mr Krishnamurthy. 

Shree Rajasthan Syntax 

An outstanding feature of 
the public issue of 8 lakh equity 
shares of Rs. 10 each at par by 
Shree Rajasthan Syntex, which 
opened for subscription on 
November 10, is its product 
flexibility to manufacture fancy 
blended yarns like acrylic yarn 
and higher staple length yams. 

According to Mr. V. K. 
Ladia, Managing Director, the 
product flexibility will ensure 
not only a ready offtake hut 
better price realisation. Located 
in a backward area at Dun- 
garpur, Rajasthan, the project, 
which is likely to go into 
stream in January 1981, has 
been so conceived that the first 
and second phase would be <le- 
vetdilcd to achieve a spindleage 
of 18,000 by 1982. The com¬ 
pany hopes to achieve a capacity 
utilisation of 80 per cent and 
a sales turnover of Rs. 7.5 
crorcs for the year ending 
December 1981 and almost 
full capacity and sales of Rs 
15crore$in 1982 with a gross 
return of around 18 per cent. 
Mr Ladia expects the project 
to break even at 58 per cent 
capacity level and as such show 
a disposable surplus from the 
second year’s operations on¬ 
wards. The company would 
reach its licensed capacity of 
25,000 spindles in 1983 or 1984. 

Glaxo 

Mr S. Bhoothalingam. Chair¬ 
man , G laxo La boratories 
(India) has attributed the lower 
profits of the company for the 
year ended June 1980 to the 
denial of the price increase what¬ 


ever of pharmaceuticals and the 
increase in the value of their 
sales is therefore entirely due 
to volume and mix. The in¬ 
crease, however, had no impact 
on profits which have remained 
almost at the previous levels. 

Referring to the export per¬ 
formance of the company, he 
points out that though expoits 
of drugs and pharmaceuticals 
from the country uclually de¬ 
clined by 17 per cent the com¬ 
pany’s exports have increased 
by 21 per cent. A beginning 
has been made in exports of 
food product? like Furcx and 
Complan. 

** The Chairman has pointed 
out that the make-up proposed 
for categories I and If and 
“non-confirming” formulations 
will not even cover such un¬ 
avoidable expenses, much less 
generate any profits. Mr 
Bhoothalingam feels that in 
view of the pressing need to 
aviod emergence of a scarcity 
of drugs, more realistic and 
urgant attention has to be paid 
to these problems. 

Garware Paints 
Maintain Dividend 

The directors of Garware 
Paints decided to maintain 
dividend at 16 per cent for the 
year ended June 1980. 

According to the preliminary 
statement, sales have increased 
from Rs 15.70 crorcs in the 
previous year to Rs 19.70 
crOfss^and gross profit from 
Rs 95.45 lakhs to Rs 111.50 
lakhs. 

After providing Rs 18.70 
lakhs (Rs 14.81 lakhs) for de¬ 
preciation, Rs 410 lakhs (ml) 
for investment allowance and 
Rs 50.53 lakhs (Rs 46.70 lakhs) 
for the estimated tax liability, 
net surplus is Rs 38.17 lakhs 
compared to the previous 
year’s Rs 33.94 lakhs. Out of 
this, the proposed dividend will 
require as before, Rs 14.08 
lakhs. 

The company has produced 
these results in spite of subs¬ 
tantial rise in raw-material 
costs chiefly as a result of the 
phenomenal hike in the petro¬ 
leum based products prices. 
There was also a steep increase 
in operating expenses due to 


runaway inflation throughout 

the year, 

Morarji Gokutdas Spinning 
and Waaving 

Mr Asbok Piramal, Chair¬ 
man of Morarji Gokuidas 
Spinning and Weaving, has 
told share holders at their an^ \ 
nuai general meeting in Bont* 
bay that the company’s turn* 
over during the* first quarter of 
the current yem (July to Sep¬ 
tember last) has been Rs 11 64 
crores compared to Rs 10,15 
crorcs for the same period lost 
year. 

He has stated that the com¬ 
pany has planned a programme 
of modernisation, which will 
involve a capital expenditure 
of Rs 15 crores spread over 
three years. It will be financed 
by borrowings, including soft- 
term loans, and internal ac¬ 
cruals. The management does 
not contemplate any fresh capi¬ 
tal issue for this purpose. 

He has said modernisation 
of the plant and m, ehincry has 
been carried on for the past 
several years and this Jins yield¬ 
ed good results. The company 
has spent about Rs 7 crores 
during the last four years alone* 

It is also intended to renovate 
the Bombay unit of Sayaji 
Mills, which has been taken 
over by the company, to put it 
on a stable base. 

Solid Containers 

Solid C ontainers has planned 
a modernisation programme. 

It intends to import a second¬ 
hand board mill with a capa¬ 
city of 30 tonnes per day and 
to instal a few balancing equip¬ 
ments. With the completion of 
this programme, the company 
will be able to produce mill 
board as well as duplex board. 
The total cost of the project 
is estimated at Rs 2.5 crorcs, 
which is proposed to be finan¬ 
ced by term loans (Rs 185 
lakhs) and share capital issue 
and internal accruals (Rs 65 
lakhs). 

Meanwhile, the company is 
engaged in adding new machi¬ 
nery like digester, rag cutter, 
beaters, ccntn-cleaners. etc. at 
an estimated cost of Rs JO 
lakhs. This programme is ex- 
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iplki 10 he oomptetedby the 
’PIICl of the current financial 
*$W, The installation of this 
machinery will enable the com¬ 
pany to achieve better quality 
of millboard. 

During the year ended March 
1980, the companys turnover 
amounted to Rs 2.60 crores 
against Rs 1.87 crores in the 
previous year and the outcome 
was again a net loss of Rs 
1508 lakhs against Rs 24.68 
lakhs. With the fresh loss, the 
accumulated deficit hjs risen 
to Rs 60.36 lakhs. 

4 Kirloskar Oil Engines 

The auto diesel engine would 
gain popularity fast and domi¬ 
nate the scene during the next 
two decades, according to Mr 
C. S. Kirloskar. 

He asserts that oil and petro¬ 
leum products would become 
dear but never scarce. He 
predicts fast dieselisution of 
automobiles. 

Mr Kirloskar, vice-chairman 
Kirloskar Oil Engines, talk¬ 
ing to newsmen, claims that 
his organisation has already 
produced a totally indigenous 
world class auto diesel engine. 
RKT-4 and has sold 10,000 
engines in the last four years. 

Britelite Carbons 

On lilies of Rs 48.71 lakhs 
for the year ended June 1980 
against Rs 36 52 lakhs m the 
previous year. Britelite Car¬ 
bons has earned a net profit of 
Rs 1,38,832 ugainst Rs 65,998 
of the previous year. The 
profit has been utilised to wipe 
out the accumulated loss of 
R$ 1.11 lakhs. The surplus of 
Rs 29,821 is to be carried for¬ 
ward. 

The directors state that the 
results would have been better, 
but for the shortages of raw 
materials and difficulties in 
getting them on time on ac¬ 
count of hike in petrol and die¬ 
sel prices. 

Mohta Industries 

Mohta Industries Ltd is con¬ 
templating to set up a spinning 
mill with 25,000 spindles in 
Punjab in the joint sector at a 
cost of about Rs 10.57 crores 


and a <xmk min j *6}tct mth 
a capacity of 33,000 TPA at a 
cost of Rs 27 crores. 

Meanwhile, the company has 
fared well during the year en¬ 
ded May 31, 1980. The turn¬ 
over has increased from Rs 
663 lakhs in the previous year 
to Rs. 736 lakhs and the gross 
profit from Rs 48.69 lakhs to 
Rs 13512 lakhs. The direc¬ 
tors have recommended a divi¬ 
dend of 20 per cent for 1979-80 
against 10 per cent for the pre¬ 
vious year. A sum of Rs 20 
lakhs has been transferred to 
general reserves. 

The company’s perform¬ 
ance in the first four months of 
the current year is reported to 
be very encouraging. Produc¬ 
tion has gone up to 9,947 ton¬ 
nes as compared to 8,046 ton¬ 
nes in the previous year Bar¬ 
ring unforseen circumstances 
the directors feel that the cur¬ 
rent year should prove to be as 
profitable as the previous year 
la view of this the directors 
have recommended an interim 
dividend of 10 per cent on 
equity shares. 

In view of the development 
activities under consideration 
the directors propose to streng¬ 
then the capital base of the 
company by issuing five lakh 
equity shares of Rs 10 each 
as rights shares to the present 
equity shareholders in the ratio 
of 1.25 right shares for each 
equity share held. The rights 
shares shall also be entitled to 
receive an interim dividend of 
10 per cent. 

Kinetic Engineering 
Raises Dividend 

Kinetic Engineering has 
announced a dividend of 12 
per cent for the year ended 
June 30, 1980 as against ten 
per cent for the previous 
year. 

Briefly preliminary figures 
show an increase in sales from 
Rs 5.86 crores to Rs 10.32 
crores followed by a gross 
profit of Rs 130.91 lakhs 
against Rs 57.99 lakhs. 

The directors have provided 
Rs 41.15 lakhs (Rs 19.23 lakhs) 
for depreciation, Rs 17.90 
lakhs (Rs 5.80 lakhs) for in¬ 
vestment allowance reserve 


'wd ’ ft* fad& In* ' 

lakh*) for the tax liability. Tie 
proposed dividend will require 
Rs 6.77 lakhs (Rs 4,20 lakhs). 

Bharat Bijlee 

Bharat Bailee is raising the 
dividend from 13 per cent to 15 
per cent for the year ended 
June 30,1980 

The company has earned a 
gross profit of Rs 118.75 lakhs 
on a turnover of Rs 15.50 
crores in the previous year. 

With depreciation requiring 
Rs 19.76 iakfas (Rs 19.64 lakhs), 
taxation Rs 53 lakhs (Rs 26.50 
lakhs) and investment allow¬ 
ance reserve Rs 1.28 lakhs (Rs 
2 lakhs), there is a net surplus 
of Rs 44.70 lakhs compared 
to Rs 25,07 lakhs of the pre¬ 
vious year. Out of this, the 
proposed dividends on prefe- 


absorb Rs im taBscEi 
16.66 lakhs). A sum of Rs 
25.79 lakhs (Rs 8.41 lakhs) has . 
been transferred to the general 
reserve. 


Dawn Mills 

The Ditector of Dawn Mills 
have decided to step up the 
dividend by two points to 12 
per cent for the year ended 
June 30, 1980. 

According to preliminary 
figures, sales have amounted 
to Rs 14.10 crores against Rs 
13.65 crores and the gross pro¬ 
fit has also been higher at Rs 
1.30 crores against Rs 1.16 
crores. A sum of Rs 34.39 
lakhs (Rs 32.85 lakhs) has been 
set aside for depreciation and 
Rs 50 lakhs (Rs 39 lakhs) for 
the tax liability. Oencral reserve 
gets Rs 19.31 lakhs (Rs 28.36 
lakhs). 


Readers’ Roundtable 

Railway Accidants 


Sir, While the public is 
shocked by the news of major 
railway accidents piling up one 
on top of another, it should 
know how the energies of 
the railway authorities were 
engaged m catering for the 
Railway Minister. 

A report dated 30th Octo¬ 
ber from Palghat says that 
“Passengers travelling by the 
Trivandrum-Bangalorc Island 
Express on October 28 had 
to forego their dinner at the 
Palghat junction as the 
authorities had reportedly 
directed the catering con¬ 
tractors to serve dinner to 
the Railway Minister and 
his party travelling by the 
same train. The railway 
authorities had booked 35 
vegetarian and 15 non-vege¬ 
tarian dishes at Palghat junc¬ 
tion for the party accompany** 
ing the Minister, it was 
reported.” 

The public should assert 


itself and pul an end to this 
type of incidents. Perhaps 
the Railway administration 
should be sued in a court of 
law for wasting public funds, 
and neglecting public sately 
and convenience which should 
be its primary concern. 

Yours etc. 
Bombay M. R. Pai 

Lanka Emergency 

Sir, Please refer to Editorial 
entitled “Lanka is not for Burn¬ 
ing” published in Eastern 
Economist of October 24, 1980. 

1 wish to inform you that 
the Sri Lanka Government did 
not declare a second State of 
Emergency on October 14, 
1980. 

Yours etc. 

(R.G.B. Ferim) 

Sri Lanka’s Deputy High 

Commissioner in New Delhi 

We appologise for the error. 

—Editor 
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Quality Chemicals 

come . . 
under one symbol 



ATUL makes a wide range of chemicals that are unbeatable in quality and dependability 

The present range of ATUL Chemicals: 

Sulphuric Acid, M 

Chlorosulphonic Acid, 

Oleum 25% ft 60%, 

Hydrochloric Acid 30%, 

Caustic Soda Lye (Rayon Grade), 

Caustic Soda Flakes (Rayon Grade), 

Potassium Hydroxide Flakes, 

Chlorine, 

Phosgene, 

M eth ylchlorofor mate, 

Ethylchloroformate, 

Phosphorouetrichloride, 

Sodium Thiosulphete (Hypo) Crystals 
and Powder and &4 Dichlorophenol. 

For your requirement Reese contact 
The MRrkeitfti Department 
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November 13 

Prices reported to have come down with 
jghe wholesale price index registering a 
K&cline of 1.7 per cent during the week 
ended November 1. 

The Industrial Development Bank of 

India (IDBI) sanctioned assistance of 
Rs 1,434.4 crores in the year ending June 
1980 against Rs 1,094.5 crores in the 
preceding year. 

November 14 

Nelson Mandela, imprisoned by the 
South African authorities for the past 18 
years, conferred in absentia the Jawaharlal 
^Jehru Award for International Under¬ 
standing for 1979. 


awarded the International Lenin Peace 
Prize at a ceremony in the Kremlin. 

November 15 

George Fernandes along with 30 others 
arrested when they attempted to stall 
the functioning of the Nasik District 
Collectoratc in support of the farmers’ 
agitation. 

A protocol signed between India and 
Hungary after the end of the fourth 
session of the Indo-Hungarian Joint 
Commission. 

A council of the revolution takes over 
power in the West African State of 
Guinea-Bissau in an apparent coup 


Finnish President Ujrho Kekkonen d'etat. 


1 " '■ 

, £ 

Prime Minister Indira Gandhi said that ' 

the Government had taken a stand on 
Assam issue and hud lold the agitators *1 
that the 1951 census would be taken into 
consideration along with other relevant ( 
documents while deciding the issue of ! 
foreign nationals, 

November 17 

Virtually the entire Opposition in the 
Lok Sabha walked out of the House to 
protest against the refusal of the Speaker 
to allow the adjournment motion on price 
rise. 

A tbirtysix-hour Stalewide handh called 
by the Assam agitators. 

The Planning Commission expressed 
concern over the extremely low credit 
accruing to the poorest of the rural poor— 
the agricultural and landless labourers and 
village artisans. 

The Government has decided to set op 
a new company in the public sector for 
the production of electronic telephone 
exchanges. 

November 18 

A 

VS President-elect Ronald Reagan has 
been invited to pay a visit to China. 

The Steel Authority of India Limited 
(SAIL) has chalked out a crash program* 
me to step up supply of steel to engi¬ 
neering goods exporting units. 

The Export Credit and Guarantee Cor¬ 
poration (ECGC) has resumed providing 
guarantee covers against exports to Iran 
and Iraq on a restricted basis. 

Hundreds of agitators arrested in Naaik 
and its neighbouring Dhule district as 
the nine-day-old farmers’ agitation 
gathered further momentum. 

November 19 

Manipur Chief Minister Rajkumar 
Dorendra Singh resigned and Governor 
L.P. Singh accepted the resignation. 

.United Arab Emirates (UAE) has 
agreed to supply half a million tonnes 
more crude oil to India. 

India and Kuwait have signed an agree¬ 
ment for the supply of 800,000 tonnes of 
Kuwaiti petroleum products during 1981. 
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Pricing Production In 


The Government is being bold about prices. A few sacred 
cows have already been disowned. Following the declaration 
of higher procurement prices, the issue price of rationed rice 
has been raised by 15 paise per kilo. The issue price of levy 
sugar has been put up by 65 paise per kilo since the corres¬ 
ponding ex-facton price has had to be increased. The 
Government has also allowed the paper industry to raise the 
price of white printing paper from Rs 2,750 per tonne to 
Rs 3,500 per tonne, while removing the price control on cream- 
wove/laid paper. The increase in the issue price of rice 
sold through fair price shops is particularly significant since 
this decision represents an important step in the Government’s 
move to discipline the growth of the burden of subsidies on 
the exchequer and ultimately the taxpayer and indeed the 
general public. 

Rejoicing, however, should be limited. The management of 
the economy by the Government still lacks the courage to 
cut down the burden of subsidies to the socially indispensable 
minimum. All that is being attempted now is a holding action 
aiming at taking off some of the increase in the load of subsidies 
on the public finances or the economy at large. The myth 
that subsidies arc a painless way of regulating inflationary 
pressures on the price level dies hard. Subsidies are definitely 
not capable of performing this economic function. At best 
they could redistribute the purchasing power in the community 
to a very modest extent and lend support to the essential 
consumption among the poor or more vulnerable sections of 
the people. At the worst, which is much more often, they 
add to the purchasing power which sections of the people that 
are better off have at their disposal for spending on goods 
and services. In a situation where demand needs to be limited 
by the shortfall in supply, subsidies interfere to prevent this 
adjustment. But, because a policy of subsidies has an infinite 
capacity for misleading the people into believing that they are 


getting something for nothing, it is the politician's favourite 
method of escapism. 

While the price of foodgrains is subsidized directly in the 
monetary sense by the Government in the first instance and 
indirectly by the community in financial and real terms in the 
ultimate analysis, the subsidy on the price of levy sugar works 
in a different and more dubious manner. After delivering 
65 per cent of the output for controlled distribution at a price 
which may not cover even the cost of production, the sugar 
industry is expected or even directed to remunerate itself 
adequately by charging for the rest of its output what the 
traffic can bear in the open market. In other words, consumers 
buying sugar in the open market, in addition to their rations 
from the fair price shops or otherwise, are to bear the burden 
of the concessional price of levy sugar. 

However, a good part of this kind of dual pricing scheme 
is only theory. In practice, the Government is generally 
tempted to keep a stern matron's eye on the industry's pricing 
of sugar for free sale. Political or bureaucratic intervention 
takes the form of manipulating releases of supplies for the 
open market. This scheme or strategy is supposed to serve 
the interests of the public at large by ensuring that their 
essentia] needs are met at a lower price while providing for 
additional consumption at a higher price which compensates 
the producer for his losses or poor profit margins on levy 
sugar. As the history of the sugar industry has shown, while 
the dual pricing system is no doubt to be greatly preferred to 
the imposition of arbitrarily low prices on the entire output 
of the sugar industry, it has not been able to restore a dynamic 
balance between production and consumption at rising levels. 
On the contrary, tensions have been built up between cane* 
growers and factories, between producers of khandsari and 
manufacturers of vacuum pan sugar and between the industry 
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sad the jpubltb, thereby allowing full scope for the play 6f the 
predatory or manipulative instincts or urges of politicians and 
'm* bureaucracy. In the process, shortages have regularly 
plagued the consumers while, less frequently, gluts have 
burdened the cane-growers and the crushers. Once again, 
the tactics of subsidy, in this case concealed, have been seen 
to distort production, consumption and price movements or 
relations. 

The regulation of prices in the paper industry by the 
Government has been even more devious. A so-called volun¬ 
tary agreement had frozen in 1974 the price of white printing 
paper, which represents bread for the industry, at a level 
which was arbitrarily low even at that time and had steadily 
become more and more untenable because of the rising cost 
of production. Nevertheless, because of populist attitudes, 
jJlpe Government had been offering complete resistance until 
the present increase to all representations from paper manu¬ 
facturers for a fair deal. In fact, they were driven to seek 
redress in the courts and their cases are still caught up in the 
slow-moving judicial process. Meanwhile, the paper industry 
has been starved of funds for modernization and expansion. 
This has meant that the shortfall in production in the context 
of rapidly expanding demand has been continuously aggravat¬ 
ed* In terms of investment and growth the paper industry has 
become a sick business. 

Viewed in terms of attracting investment in areas where 
more production is needed faster, price regulation, whether 
accompanied by subsidies, open or concealed, direct or indirect. 
Ml not accompanied by such subsidies, has been one great 
^disaster for the economy and the people. Take any major 


industry, whether it is iron and steel, cement, drugs and 
pharmaceuticals, chemicals, textiles, sugar or paper, the truth 
is plain for all to see that prolonged political or bureaucratic 
administration of prices has been robbing the manufacturing 
sector of dynamism, resilience or flexibility in scheduling 
modernization or expansion, or even the optimal utilization of 
existing capacity for current production. It is also equally 
true that the productivity and efficiency of industrial capital 
have been steadily undermined by price control or regulation, 
whatever its form or disguise. Possibly, the most serious 
damage has been done by that sick joke played by the Govern¬ 
ment on controlled or regulated industries, viz., voluntary 
price agreements so called. Incidentally, it could be painfully 
amusing to look closely at the effectiveness with which the 
Bureau of Industrial Costs and Prices has been able to function 
in the context of the politicizing by the Government of the 
prices of essential goods. 

Basically, the thrust of any prolonged scheme of price 
control, whether formal or informal, has been to price out 
production, while pricing in consumption. Not surprisingly 
this manipulation of the economy has failed to serve either 
the real interests of the consumers of pricc-regulated goods or 
the general public over any relevant period of time. The false 
and fatal attraction of immediate advantages has seduced the 
people into taking a fancy for the misguided practice of price 
regulation as a normal feature of economic policy. No 
wonder price controls and their obvious consequences have 
come to be among the factors which have brought the Planning 
Commission into disrepute. The remedy lies in pricing in pro¬ 
duction, instead of pricing it out. 


Farmers on the Warpath 


Farmers have donned war-paint and are on the rampage. First 
there was the Tamil Nadu agitation spearheaded by Mr Nara- 
yanaswamy Naidu. Then came the agitation in North Karna¬ 
taka. Now it is the turn of Maharashtra to be threatened by 
paralysis with farmers blockading roads and railway lines. Nor 
gtocs the story look like ending there. Farmers are organising 
JPfcmselves for a similar agitation in Andhra Pradesh, while 
legislators in Madhya Pradesh have been gheraoed by those 
wanting higher farm prices. The movement may have started 
in the deep south but is unmistakably spreading northwards 
and the consequences for the country could be calamitous. It 
is no coincidence that Mr George Fernandes of the Lok Dal 
has jumped onto the farmers’ bandwagon in Maharashtra. The 
Lok Dal leader, Mr Charan Singh, has been spreading the 
gospel of farmers* power in North India for two decades. It 
looks only a matter of time before he.inspires similar agitations 
in the Gangetic $>lain as well. 

Success feeds upon itself, and the initial success of agita¬ 
tions in Tamil Nadu and Karnataka have been great encourage¬ 
ment to others to follow suit. It is now time for all State 
Governments to stand firm, so that the movement is stopped 
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dead in its tracks. This is easier said than done. Mr Gundu 
Rao in Karnataka tried to suppress the farmers of North Kar¬ 
nataka for a good two months, but ultimately decided to yield 
to them. Other States will be tempted to yield too, as none of 
them is keen on letting Opposition parties take on the mantle 
of rural champions. To begin with, the farm movement was 
apolitical. But now Opposition parties have jumped into the 
fray with a vengeance, and are supporting the most nonsensical 
and unsupportable demands of the agriculturists. In Maha¬ 
rashtra, Congress(I) dissidents have also joined the agitation to 
promote their narrow political ends. But while the farmers* 
stir has become politicised, it would be idle to pretend that 
politicians are the main force behind the movement. It is 
merely that farmers have realised what has already been reali¬ 
sed by other organised sections—that if you forget about reason 
and take to direct action, the Government is likely to give in. 
Mobocracy has been a growing feature of our democracy. In¬ 
dustrial workers have long established the fact that you can 
sabotage industrial machinery, forcibly detain managers (that is 
what a gherao is), beat up supervisors, and be rewarded with 
higher wages and less work. Businessmen have demonstrated 
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that if you set up irifivtborisea ctpfciity, fcuilijl <at tiBautfifl^ited 
sites and ignore labour laws, you suffer very little and gain a 
great deal. Farmers,too are now getting into the act. The 
larger ones have long realised that it is not really necessary to 
repay co-operative dues. The action of several State Govern¬ 
ments in writing off dues only encourages such default, and 
makes honest farmers look like fools. It is no coincidence that 
the two States which engaged in a massive write-off of rural dues 
in their latest budgets—Maharashtra and Tamil Nadu—are now 
in the grip of agitations sparked off by some of the very benefi¬ 
ciaries of the earlier write-off. Concessions are seen not as posi¬ 
tive welfare measures but as the sign of a weak Government 
that can be browbeaten into further concessions. 

The time has come to take a stand. First, the verdict of 
the Agricultural Prices Commission should be accepted as an 
independent, expert judgement on support prices, and State 
Governments must not compete with one another in offering 
higher rates. Second, there should be no write-offs of past 
debt except in cases of natural disasters, as such write-offs turn 
defualt into wilful dcfualt (as has been stressed by the RBI). 
Third, all State Governments should stand firm in the face of 
farmers' agitations and refuse to yield to unreasonable demands. 
This is the trickiest bit, because it can sometimes be argued that 
the demands are not unreasonable, in the case of the North 
Karnataka agitation, for instance, the farmers had a genuine 
grievance that they had not really received the irrigation bene¬ 
fits for which they were supposed to pay. Such grievances 
must be listened to and redressed. But when cane-growers in 
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than double t 
forceful a manner as possible. 

It is also politically necessary to split the ranks of farmers. 
The outlook of small and large farmers is by no means as dis¬ 
parate as our leftist friends would like us to believe. A high 
price for onions benefits the small grower as much as the big 
grower. It is true, of course, that big farmers have hogged 
rural credit and benefited most from subsidised power and canal 
water. Thus there is scope for creating a divide between rich 
and poor farmers. But it is far from easy. The Karnataka 
agitation was a classic example of an alliance between all types 
of farmers and the combination is difficult to resist in a demo¬ 
cracy. If Mr Charan Singh and Mr Karpoori Thakur can 
bring about a similar alliance of all farmers in North India, 
the scene will truly be set for a rural-urban confrontation whiqjt 
could rip apart the very fabric of Indian society. We are al¬ 
ready plagued by a multitude of dissensions, pitting caste 
against caste, community against community, locals against im¬ 
migrants and workers against managements. The last we need 
is yet another confrontation pitting the towns against the coun¬ 
tryside. 

Both Mr M.G. Rarnachandran and Mr A.R. Antulay are 
trying to project themselves as champions of small farmers but 
not big ones. It is politically desirable that they should succeed. 
Mr Rarnachandran has finally decided to crack down on large 
farmers who refuse to pay their dues, and by all accounts he is 
succeeding. There is a lesson in this for Mr Antulay. 
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The Axe Falls on the Railways 

Swaminathan 8. Aiyar 


Never before has the axe fallen in such 
wholesale fashion on the Railway Minis¬ 
try, and never have so many heads rolled 
together. Mr Kamlapati Tripathi had to 
go through an agonisingly long period of 
suspense before being relieved of the 
Railway portfolio. By contrast, the Rail¬ 
way Board Chairman and his two collea¬ 
gues were booted out one fine morning 
^/ithout notice. New brooms, it is said, 
Sweep clean. But in the case of the Rail¬ 
ways it is very doubtful if its problems 
can be solved by sacking the top men. 
The previous Railway Board Chairman, 
Mr K.S. Rajan, was also sacked, and the 
new broom introduced at that time did 
not sweep any cleaner, indeed, Railway 
loadings have fallen for four years in 
succession, from 212 million tonnes in 
1976-77 to 193 million tonnes in 1979-80, 
and there is a good chance that the down¬ 
hill slide will continue this year too. 

The Railway budget has postulated a 
ighiy optimistic freight target of 214 
million tonnes. In the first six months of 
the financial year, the shortfall has been 
as high as 13.5 million tonnes. There are 
signs that the worst might be over. Never¬ 
theless, it will come as no surprise if 
loadings drop to a five year low. 

Legitimate Complaints 

No doubt the Railways have been hit 
by factors beyond their control. But so 
/ have any number of other industries, which 
^still manage to do better. The Railways 
H|ave a string of inherited problems from 
the past which will take time to remedy. 
But they should be able to tackle some 
short term problems effectively. When 
one has dropped so far, a rebound should 
be relatively easy. The Railways complain 
that there is an acute shortage of power; 
that labour trouble continues; that the 
drop in coal and steel production has 
affected traffic; that the Assam agitation 
has wrecked movement in the north-east; 
and that both railway track and rolling 
stock arc overdue for replacement thanks 
£p insufficient investment in past years. 

Many Jfof these are legitimate com¬ 


plaints. But they do not tell the full 
story. Why, for instunce, has the num¬ 
ber of “sick” wagons risen steadily from 
10,000 to 25,000 this year ? No doubt 
there has been a shortage of power which 
has affected repairs. But power shortages 
are nothing new - they have occurred in 
the past too, when the results were not 
nearly as disastrous. When labour trou¬ 
ble brought down loadings year after 
year, one would have thought that 
management could at least have concen¬ 
trated on maintenance, so that the num¬ 
ber of wagons on the sick list could be 
curtailed drastically. 

The Cabinet Committee on Economic 
Co-ordination has been doing its bit to 
help sort out the mess. It has authorised 
the Railways to use electric locos simply 
for supplying power for repairs. The 
number of locos devoted to this purpose 
has lately been reduced from ten to five, 
following an improvement in total power 
supplies. But the number of sick wagons 
seems to have hit an all-time high. 

Actual Improvement 

The average turn-around time of wagons 
used to be no more than 9 days in the 
palmy past. This year the turn-around 
time has averaged as much as 16.1 days. 
Jn part this reflects a much longer ave¬ 
rage lead. The average distance travelled 
by trains today is 749 km, against only 
630 km originally estimated for the Sixth 
Plan period.. Hence in terms of tonne- 
kilometres Railway performance in recent 
years has actually improved, even though 
it has fallen in terms of tonnes. This is 
why the financial impact oflowerload¬ 
ings has been cushioned to a fair extent. 
Even in the current year, the Railways 
might avoid substantial losses thanks to 
the longer lead. But it needs to be em¬ 
phasised that the longer lead reflects not 
merely bad overall planning in the eco¬ 
nomy, but also Railway inefficiency. 
There is such a shortage of wagons that 
the railways cannot do all the tasks re¬ 
quired of them. So they have shed short 
distance and even medium distance traffic, 


leaving road transport to take care of this, 
with the help of huge subsidies from the 
Government for bulk items like Coal,:: 
cement and fertilisers. This has enabled 
the Railways to concentrate on the longest 
and hence most profitable routes, but at ’ 
tremendous cost to the economy. A truck 
consumes six to ten times as much diesel 
per tonnekilometres as a diesel loco. 

Short Haul Traffic 

The original lead planned for the Rail¬ 
ways was much shorter, as it was expec¬ 
ted that the Bokuro and Bhilai steel plant 
expansions would be completed by now. 
These expanded plants will require a lot 
of short-haul traffic. The planners have, 
clearly underestimated the total wagon 
requirements of the country. If there is 
such a wagon shortage even in the con¬ 
text of negative industrial growth, one 
wonders how many more wagons would 
have been needed if industry had really 
grown at 10 per cent per year. The power 
situation in the castejn region has pre¬ 
vented even old wagon orders from being 
executed. And the one big wagon com¬ 
pany in the west at Bbaratpur has suffered 
a prolonged lockout. Despite urgent de¬ 
mand, the wagon industry will not turn 
out more than 11,000 wagons this year, 
despite their rated capacity of 25,000 
wagons per year. In the recent past, the 
Railways have been acquiring on average 
10,000 wagons per year. Of these, 7,000 
go towards i eplacing worn-out stock, so 
that the net accretion is only 3,000. The 
Railways complain that this is too little. 
And yet it is worth remembering that 
when productivity improved in 1976, the 
Railways had a surplus of wagons, and 
had to wage a battle with road transport 
to attract freight. A similar productivity 
increase today would be worth tens of 
thousands of extra wagons. 

Mr Madhu Dandavate, the Janata 
Railway Minister, must shoulder much 
of blame for rc-employing all the railway- 
men who were sacked for attempting sa¬ 
botage during the 1974 strike. In his 
later days in office Mr Dandavate used to 
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urge ms orncers 10 tackle indiscipline 
sternly, but this was hardly possible in 
the vitiated atmosphere. The rot that 
set in worsened steadily, reaching its 
peak in 1979. Even after Mrs Gandhi 
came to power this January, labou. trou¬ 
ble and management surrender continued. 
It was only after the June election that 
Mrs Gandhi seemed to wake up to the 
need for urgent action. She issued ins¬ 
tructions that managements should stand 
firm in the face of unwarranted agitation. 

fn the previous three years, the manage¬ 
ment had surrendered every time. Re¬ 
cently the 10-day stir in Delhi and 35- 
day agitation in the Dhanbad area show¬ 
ed that the Government's attitute had 
changed. For the first time in three 
years, workers ultimately returned to 
work without having gained concessions. 
Perhaps this heralds a new era for indus¬ 
trial relations. The Railway Board claims 
that labour relations have improved subs¬ 
tantially in the last month or two, but it 
warns that this might merely have been 
the result of the fraternal atmosphere of 
the Dussheru-Diwali season. One must 
hope that the atmosphere lingers on a bit 
more. This by itself can auger a quite 
dramatic improvement in wagon turn¬ 
around and repairs. 

Power Situation 

The power situation has also improved 
in the last month, though nobody can 
guarantee that it will not deteriorate 
again. The indirect effect of the improve¬ 
ment is much more important than its 
direct effect on the Railways. The power 
shortage has badly affected coal and steel 
output, and this in turn has reduced rail 
loading by 5 million tonnes in the first 
half of 1980-81, a huge shortfall. One 
million tonnes of finished steel produc¬ 
tion requires five million tonnes of load¬ 
ing of ia\v materials. Thus, paradoxi¬ 
cally, there have been surplus wagons ly¬ 
ing idle in the steel belt even while there 
is a nation-wide wagon shortage. Many 
of the wagons used in the coal-steel cir¬ 
cuit are of a special design which cannot 
be used for other purposes. Only general- 
purpose wagons from the circuit can 
be used elsewhere. Now that power 
generation has picked up, there has been 
a distinct improvement in steel produc¬ 


tion, and idle wagons are once agaifi be¬ 
ing put to work. If the power situation 
maintains its improvement, railway load¬ 
ing in the second half of the year could 
pick up appreciably. 

The Assam agitation has hurt railway 
movement in more ways than one. The 
movement of plywood, forest products 
and petroleum products has come down 
sharply. Many oil tankwagons in this 
region are designed for metre-gauge track, 
and cannot therefore be diverted for use 
on the broad-guage routes which carry 
imported oil. On average, 3,000 wagons 
have been lying immobilised in Assam 
this year. The shortfall in traffic has 
amounted to 1.5 million tonnes in the 
first half of 1980-81. There is no end in 
sight yet of the Assam agitation. 

Farmers 1 Agitation 

There have also been lesser agitations. 
The current farmers’ stir in Maharashtra 
has paralysed rail traffic around Nasik for 
several days. This is particularly unfor¬ 
tunate as the detention of railway wagons 
at the Nasik thermal station had even 
earlier reached deplorable proportions. 
Indeed, the complaint of the Railways 
about long wagon detentions by end- 
users seems borne out by substantial de¬ 
murrage payments. Unloading problems 
have cropped up at several thermal plants, 
partly due to bad planning and partly 
due to the bunching of deliveries. A 
better overall pattern of deliveries would 
prevent bunching, detentions, and the 
large percentage of wagons that travel 
empty because of one-way freight patterns 
(notably on the Kandla-Punjab sector). 

There is an urgent need to replace track 
and rolling stock on a massive scale. 
Literally thousands of kilometres of pri¬ 
mary track need renewal, and the shat¬ 
tering of old rails has caused more than 
one derailment. In the case of rolling 
stock, wagons which were originally desi¬ 
gned for a 35-year life arc regularly used 
now for 49 years or more. Asa result 
the wagon fleet is distinctly overage 
ana worse for the wear. The sickness 
rate is naturally higher for such wagons. 
The modernisation of the Railways has 
been sadly neglected for decades. The 
Railways ran into a serious financial 
crisis in the late 1960s, and had to bor¬ 


row huge sums from general revenues. 
By the mid-1970s the Railways started 
making handsome profits again, but havq 
still not repaid their borrowings froirt 
general revenues. Meanwhile its capital 
stock has been going to pot, helped 
by the unsympathetic attitude of the 
Planning Commission. Yojana Bhavan 
certainly has a point in saying that many 
Railway problems will disappear with a 
simple improvement in labour producti¬ 
vity. But not even the most efficient la¬ 
bour force can cope with decrepit wagons 
and shattering rails. Replacement is 
particularly important around coal washe- 
ries, where a single derailment can bring 
the entire coal-steel circuit to a stop. 

The Railways have estimated that they 
need to build up the capacity to carry 330 
million tonnes of fieight by the mid-1980s. 
This will require an investment of no less 
than Rs 11,000 crores. There is no chance 
at all of the Planning Commission accept¬ 
ing either the freight target or the invest¬ 
ment proposed. But even a much more 
modest taiget will require large injection 
of funds. The Pandc Committee on 
transport has highlighted the need to 
Plan for surplus railway capacity to guard 
against unforeseen events. A small short¬ 
fall in Railway performance has a large 
multiplier effect on the rest of the econo¬ 
my. Hence the Planning Commission 
should accept the need for creating a sub¬ 
stantial cushion when projecting rail re¬ 
quirements for the Sixth Plan. 
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It will he natural but unfair to blame the Bri¬ 
tish rulers of India for their failure to protect the 
North-East frontiers. Certainly, the Imperial 
administrators were alive ro the importance of 
frontiers, and the most famous of them. Lord 
Curzon, even thought that he had acquired 
enough knowledge of the subject to write a mono¬ 
graph on it. But communism works in devious 
ways. Just as its success in an agrarian economy 
was unexpected, its approach to India from the 
neglected East is a d tnger which in diplomatic 
and military history is quite unprecedented Our 
neighbours in the East have been peace-loving for 
such a long time that it was not considered worth¬ 
while to reinforce the McMahon line between 
India and Tibet by detailed surveys or treaties 
and conventions. 

This border as defined by McMahon still 
leaves some territory uncovered, but international 
law and usage are pretty clear about a frontier 
which is well-defined for the most part. 
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Sugar: From Crisis to Crisis 

R. C. Ummat 


With the world price of sugar expected to 
spurt to $1000 per tonne shortly from $166 
a tonn* 18 months ago, the farmers’ agi¬ 
tation in the country gathering momen¬ 
tum, and the overall availability of the 
commodity during the current sugar 
year likely to remain tight despite the re¬ 
cent steps taken by the Government to 
Jpiprove it, any substantial easing of 
®its price can be ruled out. 

The global price has been showing an 
uptrend since last year and is anticipated 
to rise further following the World Sugar 
Journal’s recent forecast that the 1080*81 
output will be significinlly below normal 
—just around 88.90 million tonnes. Re¬ 
ports suggest that even this estimate will 
have'lo be revised downwards soon as a 
sequel to the reported setback to pro¬ 
duction in Thailand, Indonesia and 
Malaysia. The Indian output may re¬ 
cord significant improvement over the 
^year, but ihat would not make much diffe¬ 
rence to the world supply because of the 
domestic Indian difficulties. Then, there 
will be the pressure of normal growth in 
demand. 

Global Developments 

The global developments on the sugar 
front have a bearing on the Indian mar¬ 
ket primarily on account of the pull that 
they can exert on exports. Otherwise, 
India is self-sufficient in the supply of 
Igweetening agents. Against the backdrop 
F%f a serious erosion in the foreign ex¬ 
change resources of the country, there 
can be a legitimate aspiration to take ad¬ 
vantage of the lucrative world prices. But 
in its anxiety to contain the difficulties on 
the domestic front, the Government may 
not be inclined to export large quantities 
and they may be limited only to the bare 
minimum warranted by the membership 
of the International Sugar Agreement. 
Due to the rising trend in prices last year, 
the obligations on the exporting coun¬ 
tries under the quota system were waived. 
KFhe situation may not change this year. 
The world sugar prices, thus, need not 
be a crucial factor influencing domestic 


prices, although some effect may be there 
on account of the nefarious smuggling 
activity which has its genesis in the sugar 
prices in the neighbouring countries being 
nearly two-and-a-half times as much as 
in the open market in India. 

Pattern of Production 

The major factor which will influence 
the domestic supply position will be the 
pattern of production during the current 
crushing season. From a peak level of 
65 lakh tonnes in 1977-78, the output 
declined to 58.44 lakh tonnes in 1978-79 
an 1 to just about 38 91 lakh tonnes in 
1979-80. The consumption during this 
period, initially stimulated from 45 lakh 
tonnes in 1977-78 to 62 lakh tonnes in 
1978-79 to liquidate excessive stocks 
which were creating serious complications 
in the credit structure, was curtailed to 
53 lakh tonnes during the 1979-80 sugar 
year ending September 30. The 1979-80 
requirements could be met through com¬ 
pensating early exports by approximately 
equivalent imports later on and drawing 
upon the stock of nearly 20 lakh tonnes 
which was there at the end of September 
30, 1979. At the close of September 
last, the sugar stock had dwindled to just 
six lakh tonnes, which has been more 
and less consumed during the recent festi¬ 
val season and for meeting the normal 
requirements of October and the first half 
of November. 

On last month’s official estimate, sugar 
output during the current crushing season 
was anticipated to be between 50 and 52 
lakh tonnes. The total availability dur¬ 
ing the twelve months to September next 
year, thus, would have been between 56 
and 58 lakh tonnes. As exports to the 
extent of two lakh tonnes have already 
been committed in terms of the Interna¬ 
tional Sugar Agreement an i a minimum 
stock of six lakh tonnes will have to be 
carried forward, the availability for do¬ 
mestic consumption this year would not 
have exceeded 50 lakh tonnes, unless 
production was stepped up more markedly 
than anticipated or compensatory imports 


were arranged as was done in 1979-80. 
This implies that consumption during 
the current sugar year will have to be 
curtailed to about four lakh tonnes per 
month, which does not average out 
to even the last year’s overall releases. 

The approximately 12.5/14.5 lakh 
tonnes improvement in sugar output dur¬ 
ing the current crushing season was ex¬ 
pected primarily from the assessed in¬ 
crease in cane output, provided, of 
course, the supplies to sugar factories 
improved to at least one-third of the over¬ 
all cane crop from just 30.8 per cent 
last year. The acreage under cane is 
stated to have gone up this year to three 
million hectares from 2.67 million hec¬ 
tares last year. The total yield is esti¬ 
mated between 150 and 155 million tonnes, 
as against 128 million tonnes last year. 
In normal circumstances, it could have 
been possible for factories to procure 
significantly larger canc supplies than last 
year. But in view of the overall supply 
constraints and the 'carry-over stock of 
sugar having been practically reduced to 
nil by the middle of this month, very 
severe competition is feared from gur and 
khandsari manufacturers. The latter are 
reported to have tied up their supplies in 
advance at rates of around Rs 25 per 
quintal of cane. 

Justified Action 

Read against this background, the re¬ 
cent steps taken by the Union Govern¬ 
ment to improve sugar output to as large 
an extent as possible are fully justified. 
In the interest of mitigating the pressure 
on cane supplies from khandsari manu¬ 
facturers, Slate Governments have been 
directed not to permit khandsaris to com¬ 
mence production before December 31. 
They have also been asked to work out 
a feasible scheme for imposing levy obli¬ 
gation on khandsaris. The UP Govern¬ 
ment imposed a couple of months ago 
restrictions on gur movement with a view 
to checking the uptrend in the prices of 
this sweetening agent. While this helped 
in bringing down gur prices in UP, the 
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prices at the consuming ends outside the 
State registered a sharp rise to R$ 7/8 
per kg in the retail fharket. As this ban 
has been relaxed with the onset of the 
new crushing season, gur prices in the 
consuming areas have registered a sub¬ 
stantial decline (40/50 per cent) to the 
relief of the harassed consumers. Hut this 
indicates that gur-making operations have 
started in full swing. 

Simultaneously, to enable sugar fac¬ 
tories to start crushing early, the excise 
duty on free-sale sugar was reduced by 
Rs 43.60 per quintal and that on levy 
sugar by Rs 18.50 a quintal with efTect 
from last month. This excise incentive 
for new crop sugar was also made appli¬ 
cable to new sugar mills and licensed ex¬ 
pansions of the existing mills. The mini¬ 
mum price for cane supplies to sugar 
factories was raked to Rs 13 from 
Rs 12.5 per quintal last year. The dual 
pricing system has been reintroduced with 
effect from November 16 in its original 
form, after a modified scheme being in 
operation for the recent festival season 
as a result of which the Government it¬ 
self took over the entire free-sale 
sugar quota for distribution on its 
behalf. 

While reintroducing the dual pricing 
system, no doubt the Government has 
not acceded to the demand from the in¬ 
dustry to modify the levy and free-sale 
sugar ratio of 65 : 35 in favour of the 
later, it has raised the price of this year’s 
levy sugar for consumers, with effect 
from December 1 to Rs 350 from Rs 285 
per quinta], inclusive of the excise duty, 
transportation and distribution charges 
and the development fund cess. In doing 
so, it has reverted to the pre-July, 1975, 
method of fixing the levy sugar price on 
the basis of the statutorily payable mini¬ 
mum cane prices. Subsequent to July 
1975, this price had come to be determin¬ 
ed on the basis of the overall realisations 
of the industry both from levy and free- 
sale sugar with the result that levy sugar 
prices sometimes did not cover the full 
cost of production. This loss had to be 
made up along with the return on capital 
(which was not taken into consideration 
while fixing the price of levy sugar) from 
the profits from free-sale sugar. On the 
post-July, 1975 method, the levy sugar 


price payable by consumers would have 
worked out to Rs 330 per quintal on ex¬ 
pectations that factories would be able to 
realise about Rs 600 per quintal from the 
free-sale quota, assuming that the output 
this year would be at least 50 lakh 
tonftes. 

The elimination of loss to factories on 
levy sugar had raised hopes that free-sale 
sugar prices would be contained to the 
extent this loss was met earlier from reali¬ 
sations from the free-sale quota. But 
owing to the difficulties the industry is 
currently facing on account of farmers' 
agitation, particularly in Maharashtra 
and Uttar Pradesh, these hopes will not 
materialise. The overall realisation by 
factories on the above calculation was 
assumed at Rs 450 per quintal, as against 
Rs 463 per quintal in the last crushing 
season, which exceeded the original esti¬ 
mate of Rs 307 by as much as Rs 156 a 
quintal, the basis taken for maintaining 
the levy sugar price last year at Rs 285 
per quintal that would have yielded the 
cx-factory price of Rs 229 a tonne. The 
overall realisation last year had to be 
raised as the industry was forced to pay 
80/100 per cent higher prices for cane 
than the statutory minimum of Rs 12.5 
a quintal. 

The steps taken by the Government to 
boost sugar output this year have not yet 
yielded results. Upto November 14, only 
about 100 factories had gone into produc¬ 
tion out of the total of 300, approxima¬ 
tely the same number as during the last 
crushing season. The output during 
October around 20,000 tonnes too just 
approximated the production in this 
month last year. 

The crushing season normally gets into 
full swing by mid-December. It remains 
to be seen whether this will happen so 
this year. The farmers have threatened 
to withhold cane supplies to factories un¬ 
less a price of Rs 30 per quintal is 
paid by them against the Government 
suggested price of Rs 19 a quintal 
based on the above calculations. The 
expectations of the President of Indian 
Sugar Mills Association that the measures 
announced to boost output will help in 
raising production this year to about 55 
lakh tonnes may go awry. 

The Government as well as the sugar 


industry, thus, are faced with a new crisis 
currently. The Union Minister forAgtiy 
culture has hinted a further review of the 
cane prices payable by factories. But 
acceding to farmer’ demand obviously will 
raise the free-sale sugar prices abnor¬ 
mally, as cane accounts for approximately 
70 per cent of sugar production costs* 

Some increase in cane price appears to 
be invitable. But simultaneously the in¬ 
terests of consumers obviously have to 
be protected. It should be possible to 
do so by scaling down the excessive ex¬ 
cise duty on free-sale sugar. The free- 
sale quota docs not benefit only the ur-’ 
ban affluent. It is common knowledge 
that fairly large-sale diversion of levy su¬ 
gar, especially from the semi-urban and 
rural areas, is taking place for free sale 
in urban areas. The containment of 
free-sale sugar prices within the reasona¬ 
ble limit of about twice that of the 
levy sugar price will not be inappropriate 
from the point of view of semi-urban and 
rural consumers as well. 

Undue escalation in cane prices has its 
implications for the cropping patterns in« 
the cane-growing States. This warrants 
the establishment of a judicious co-rela¬ 
tion among the support/procurement 
prices of various crops. Sharp shift in 
acreage from one crop to another indis¬ 
putably will inject many complications in 
the economy which will not be an easy 
task to straighten out. 

It is also high time that ad hocism in 
sugar policy was put an end to. Several 
high-powered committees have reported 
on this subject in the past decade or so. 
Their recommendations have seldom been' 
implemented effectively and complacency 
has been developing in drawing up a 
long-term sugar policy as soon as sugar¬ 
cane supplies improve, primarily on ac¬ 
count of the benign smiles of nature. 

Khandsari and gur manufacture do 
serve the purpose of augmenting the 
overall supply of sweetening agents. But 
both admittedly are wasteful processes of 
production. Their manufacture, there, 
fore, has to be curtailed in the interest of 
maximising the extraction of the suc¬ 
rose content in cane. Increased produc¬ 
tion of crystal sugar should help in con¬ 
taining the demand for khandsari and gar. 
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FINGER 


A ccording to a report in the news¬ 
papers Mrs Gandhi claims that she 
<is not sold on a presidential form of 
' Government. She may not be telling 
Lgfc truth. Indeed, there is talk that a 
^SSIcme is cooking up. There are presidents 
and presidents, of course, besides and 
apart from the rubber-stamp presidents 
which our country has learnt to live with, 
if not fall in love with. Bani-Sadr for 
instance—the poor man is not even free 
to write his '‘Daily Notes” for his news¬ 
paper. A far cry from the state of 
affairs in our country where a functionary 
no.bigger than the Minister for Informa¬ 
tion and Broadcasting can lord it over the 
Radio and TV, as Mr Vasant Sathe is 
jmnaging to do these days—subject of 
jP&irsc to the overlord ship of the Prime 
Minister. 

Mr Jimmy Carter, it appears, broke 
down when he found that he was losing 
the election. He and his wife, holding 
hands, wept. Mr Carter, however, claim¬ 
ed that he was not bitter. His wife dec¬ 
lared that she was and that she did not 
care who knew it. Mrs Carter, it seems 
to me, is hard to satisfy. Especially for 
a one-term, four-year stint at the White 
House, her husband will be receiving a 
Jlfifcbulous, golden handshake from the 
American taxpayer. This could be some 
consoling compensation once he has re¬ 
covered from the raw hurt of the kick in 
the pants which the American voter has 
delivered him. Quite clearly, the ques¬ 
tion what America will be doing for Mr 
Carter is more easy to answer than the 
other one what Mr Carter has done 
for America. 


an iota of this other-regarding feeling in 
our politicians, their failing to get into 
oifice, or having to get out of it when 
the time comes or the necessity arises, 
ought not to cause them such anguish. 
It cannot be true, of course, that Mr 
Carter shed tears because he was mourning 
any loss to the American people. At best 
he might have been weeping for the op¬ 
portunities he had lost of being a suc¬ 
cessful President in his first term and at 
worst he might have been crying simply 
over the spilled milk of a second term. 
In either case, it can be no great recom¬ 
mendation for the human race that kursis 
come to matter so much to so many 
people. 

iyjR Subhash Chakravarti had a front- 
page news story in The Times of 
India of November 12. With excitement 
throbbing in every fibre of his being, he 
opened up with this revelation: “The 
Prime Minister, in a swift initiative to 
open meaningful dialogue with the US 
President-elect, Mr Ronald Reagan, and 
his advisers, is sending Mr B.K. Nehru 
as her special envoy to Washington”. The 
situation actually is : our new ambas¬ 
sador in Washington has not met 
the incumbent President so far; one of 
the aides of Mr Reagan has just said, 
“Well, we are now in the process of 
making that final decision, (not to sec 
any foreign visitors until the inauguration) 
but I would say that he leans in that 
direction”; Mr B.K. Nehru, is in the 
United States for a meeting of the govern¬ 
ing body of the UN Pension Fund of 
which he is a member. 


It is true that, as a private person, who 
The point I am trying to make is that had earlier been an outstanding Indian 
nobody—not excluding Mrs Indira Gandhi ambassador to the United States, Mr 
—has sought or is seeking high public Nehru could utilise his stay in that coun- 
d|&ce because of a passionate desire to try to renew contacts with opinion- 
serve the public. If there is indeed even makers, especially with those leading 


Americans who may be close to the 
Reagan set-up and report to India’s Prime 
Minister. But any exercise of this kind 
will necessarily have to be personal or 
^ven private in nature and of course in¬ 
formal and unofficial. There could there¬ 
fore have been no question of Mrs 
Gandhi deputing Mr B.K, Nehru for 
talks with Mr Reagan or his aides as her 
special envoy. Mr Nehru himself dis¬ 
missed the report as baseless the moment 
he heard of it. 

Asa general proposition, of course, it 
** would be good for the Govcrment and 
the country if the Prime Minister learns 
to seek advice or guidance on important 
or urgent issues of State policy from 
those who are qualified to give it, but 
whose services arc not being utilized 
in the administration, the Government 
or the party. For instance, the agitation 
in Assam could perhaps have been 
more efficiently dealt with had Mrs 
Gandhi tried to draw on a wider area 
of counsel. As for Indo-American 
relations, both Mrs Gandhi and 
her Minister for External Affairs 
could benefit from associating with the 
making of policies an adviser with the 
background and performance of Mr R.K. 
Nehru. But there is no case—and there 
never has been any—for a special envoy 
from the Prime Minister gate-crashing 
into the US President-elect’s political 
household or attempting some onc-up- 
raanship against our country’s ambassa¬ 
dor in Washington. 

More than Mrs Gandhi, Mr Fernandes 
may have a right to complain that 
newspapers could be a pain in the neck. 
Some press captions of November 16 
were so featured as to give the impres¬ 
sion that the arrest of Mr Fernandes at 
the Nasik Collectorate was linked with 
the attempted derailment of the Howrah- 
Bombay Janata Express near that town. 
He was actually taken into custody for 
interfering not with the running of any 
train, but with the working of the 
Collectorate. Given his reputation if 
not record, many might have concluded, 
on seeing the head¬ 
lines, that he had 
been up to dirty 
tricks. 
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Rice and Wheat Yield Trends 

S. C. Rai & Shanti Sarup 


Agriculture is the mast important 
sector of Indian economy. It contri¬ 
butes nearly 50 per cent to the national 
income. India entered an important 
phase of agricultural development in 
1951-52 with the launching of her first 
Five-Year Plan for economic regenera¬ 
tion. Production of food and non¬ 
food crops constitutes the single big¬ 
gest economic enterprise in our coun¬ 
try. Rice and wheat are the most im¬ 
portant food crops in India. These 
crops have received the utmost atten¬ 
tion of researchers, administrators and 


Plan period, while no improvement in 
the productivity of wheat was ob¬ 
served during this period. Thereafter 
Saxena and Sardana (1973) had at¬ 
tempted this study to examine the ex¬ 
tent of impact on the yield rates of 
these crops during the three Plan 
periods. The study revealed a signi¬ 
ficant increase of 9.5 per cent in the 
yield rates of wheat in the third Plan 
over the second Plan, while the in- 
eiease in the yield rates of rice was 


only 2.0 per cent during the same 
period. An attempt is made in this 
article to study the trends in the yield 
rates of rice and wheat during the 
fourth and fifth Five-Year Plan periods. 

The data required for the present 
study was obtained from the Directo¬ 
rate of Economics and Statistics, 
Ministry of Agriculture, Government 
of India. As agriculture is subject to 
annual fluctuations, a comparison of 
the productivity during two individual 


Table I 


policy-makers during the Five Year 
Plan periods. The major part of the 
planned efforts devoted to foodgrains 
has been concentrated for improving 
the yields of these crops. The impact 
of the successive Plan efforts on the 

Quinquennial 

Averages (kg/ha) of Rice in DifTerent States of India 

State 

4th Plan 
1969-70 to 73-74 

5th Plan 

1974-75 to 78-79 

Average during the 
two plan periods 

Andhra Pradesh 

1488 

1607 

1548 

yield rate of these crops can be assess¬ 

Tamil Nadu 

1929 

1955 

1942 

ed with the help of careful comparison 

Karnataka 

1842 

1843 

1842 

between the yield rates achieved dur¬ 

Kerala 

1487 

1521 

1504 

ing different Plan periods of a similar 

Pondicherry 

2298 

2177 

2238 

duration. 

Jammu & Kashmir 

1790 

1805 

1797 

Panse (1959) had examined the 

Punjab 

1919 

2625 

2272 

trends of yield rates of rice and wheat 

Haryana 

1706 

2247 

1977 

covering the period from 1946-47 to 

Himachal Pradesh 

1105 

1202 

1153 

1955-56. The results had led to the 

Rajasthan 

932 

1191 

1062 

conclusion that the average yields of 

Uttar Pradesh 

800 

971 

886 

rice and wheat in the first Plan period 

Assam 

988 

983 

984 

(1951-52 to 1955-56) had increased by 

West Bengal 

1210 

1271 

1240 

5.4 and 11.8 per cent, respectively, as 

Orissa 

904 

881 

892 

compared to the preceding quinquen¬ 

Bihar 

848 

931 

890 

nium. This study was extended by him 

Madhya Pradesh 

776 

730 

753 

(1964) to cover the second Plan period. 

Maharashtra 

1008 

1409 

1209 

1956-57 to 1960-61. The results indi¬ 

Oujarat 

925 

1099 

1012 

cated that the efforts in the second 

Goa 

1478 

1611 

1544 

Plan had greater impact on the yield of 

Overall Average 

1339 

1477 

1408 

rice as compared to that in the first 

--- 

— 

-—.- 

— 


The Authors are associated with the Indian 
Agricultural Statistics Research Institute, 
New Delhi. 


(i) S.E. of difference of overall average yield between two plan periods»*25 

(ii) S.E. of difference between marginal average yield ot any two States*=79 

(iii) S.E. of difference of average yield in the body of the Table«lli ^ 
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years would not normally give a clear 
I picture of the underlying trend* This 
difficulty can be overcome to a large 
extent, as suggested by Pause (1959), 
by comparing quinquennial averages 
of yields instead of annual yields as 
these are likely to average out to a 
great extent the differential effect of 
weather factors. The quinquennial 
average yields of rice and wheat crops 
in different States during the fourth 
and fifth Plan periods and the standard 
errors of the differences are given in 
Tables 1 and II, respectively: Ana¬ 
lysis of variance technique was uti¬ 
lized to partition the total variation in 
productivity info the following com¬ 
ponents :— (i) between Plans; (ii) bet¬ 
ween States; (iii) PlansX States (iv) 
between years within Plans; and (v) un¬ 
controlled variation as error. 

The test of significance was carried 
out to test the differentia! effect of the 
components mentioned above from (i) 
to (iv). All important States growing 
these crops were included in the ana¬ 
lysis. 

The results of statistical analysis of 
yield rates of rice and wheat crops are 
discussed separately. 

The quinquennial average yield of 
rice in different states for the fourth 
and fifth Plans is given in Table 1. 

It may be seen from Table I that 
the overall average yield of rice has 
registered a significant increase in the 
fifth Plan period over the fourth. The 
States of Andhra Pradesh, Maharashtra 
Gujarat, Punjab, Haryana, Rajasthan 
and Uttar Bradesh have recorded signi¬ 
ficant increases in the yield rates of 
rice during the fifth Plan period. The 
yield rates did not show any change in 
the fifth Plan over the fourth Plan in 
the States of Tamil Nadu, Karnataka, 
Kerala, Jummu and Kashmir, Hima¬ 
chal Pradesh, Assam, West Bengal, 
Orissa, Bihar and Madhya Pradesh. 
The area covered by these States under 
rice is about 70 per cent of all-India 
area. This indicates that developmen¬ 
tal activities for increasing the pro¬ 
ductivity of rice have not made any 
impact in about three-fourths of the 
W&rea in the country. 




The table also reveals that during 
the fourth Plan period, the States of 
Andhra Pradesh, Tamil Nadu, Karna¬ 
taka, Kerala, Jammu and Kashmir, 
Punjab and Haryana have shown 
higher yield rates as compared to over¬ 
all average. The yield rates in Rajas¬ 
than, Uttar Pradesh, Assam, Orissa, 
Bihar, Madhya Pradesh, Maharashtra 
and Gujarat were extremely low and 
these were significantly less than the 
overall average during the fourth Plan 
period. During the fifth Plan, all the 
States except Kerala which were show¬ 
ing higher yields in the fourth Plan, 
have maintained their positions as 
compared to the overall average. The 
yield rates in Uttar Pradesh, Assam, 
Orissa, Bihar and Madhya Pradesh 
were extremely poor during the fifth 
Plan also. This suggests that greater 
attention should be given in imple¬ 
menting the developmental programme 
in these States. 

From the analysis of variance it is 
observed that variation in the yield 
rates is statistically significant between 
the fourth and the fifth Plans. State- 
to-State variation is also observed to 
be significant between these periods. 


The quinquennial averages of yields of | 
wheat crop in different States are given 
in Table II for the fourth and the filth 
Plan periods. The overall increase in 
the yield rates of wheat was about 150 
kg/ha during the fifth Plan over the 
fourth Plan. This increase is about 12 
per cent over the fourth Plan average 
and is statistically significant. This in¬ 
dicates that the impact of various pro¬ 
grammes for increasing the producti¬ 
vity of wheat during the fifth Plan 
period was quite satisfactory. 

All the wheat growing States have 
registered increases yields in the fifth 
Plan period over the fourth. The in¬ 
crease in yield rates in different States 
varied between 23 kg/ha to 380 kg/ha. 

The yield rate in Maharashtra is ob¬ 
served to maintain the rising trend dur¬ 
ing the fifth Plan by 75 per cent over 
the fourth Plan period. 

The comparison of yield rates of 
wheat between the State averages and 
overall average revealed that the States 
of Maharashtra, Madhya Pradesh, 
Jammu and Kashmir, Himachal Pra¬ 
desh and Karnataka covering about 
one-fifth of the total areg under wheat 
in the country were much below where- 


Table II 

Quinquennial Average (kg/ha) of Wheat In Different States of India 


State 

4th Plan 
1969-70 to 73-74 

5th Plan 
1974-75 to 78-79 

Average during the 
two Plan periods 

Bihar 

1255 

1305 

1280 

Gujarat 

1554 

1734 

1644 

Haryana 

1899 

2030 

1964 

Himachal Pradesh 

1983 

1073 

1028 

Jammu A; Kashmir 

914 

937 

926 

Karnataka 

446 

692 

569 

Madhya Pradesh 

761 

839 

800 

Maharashtra 

475 

855 

665 

Punjab 

2263 

2490 

2377 

Rajasthau 

1182 

1346 

1264 

Uttar Pradesh 

1186 

1376 

1281 

West Bengal 

2007 

2036 

2022 

Overall Average 

1244 

1393 

1318 


(i) S.E. of difference of over-all average yield between two plan periods «* 27 

(ii) SE of difference of marginal average yield between any two States * 65 

(iii) SE of difference of average yield in the body of the table-92 
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as the States of Bihar, Rajasthan and 
Uttar Pradesh werd at par with overall 
average during the fourth Plan period. 
The remaining States were above the 
overall average during this Plan. When 
a similar comparison is made for the 
fifth Plan, it is observed that the States 
of Maharashtra, Madhya Pradesh, 
Rajasthan, Jumtnu and Kashmir, 
Himachal Pradesh and Karnataka have 
retained their fourth Plan position and 
* these States were having less producti¬ 
vity for wheat crop as compared to 
overall average. The States of Bihar, 
Rajasthan and Uttar Pradesh were 
again at par with the overall average 
during the fifth Plan period also. The 
remaining States were contributing 
higher averages as compared to overall 
average. 

From the analysis of variance, it is 
observed that the variation in the yield 
rates of wheat between the fourth and 
the fifth Plan periods was significant 
and the overall yield rate was higher 
during the fifth Plan as compared to 
the fourth Plan period. Variation bet¬ 
ween States was also observed to be 
significant. This is also evident from the 
average of 10 years of the fourth and 
the fifth Plan periods. This average 
varied from 665 kg/ha to 2377 kg/ha. 
In the present study, the trends in 


yield rates of rice and wheat have been 
studied over a period of 10 years from 
1969-70 to 1978-79 with the objective 
of finding out the impact of the fourth 
and the fifth five-year Plans on the 
yield rates of these crops in the impor¬ 
tant States growing these crops and in 
the country as a whole. 

The results of statistical analysis 
shows that the overall average yield per 
hectare of rice in the fifth Plan was 
higher by 10.3 per cent. The rate of 
this increase varied from State to State. 
The States of Andhra Pradesh, Punjab, 
Haryana, Rajasthan, Uttar Pradesh, 
Maharashtra and Gujarat have shown 
steady increase in the yield rates dur¬ 
ing the fifth Plan over the correspond¬ 
ing average of the fourth Plan period. 
The States of Maharashtra, Punjab and 
Haryana have increased the producti¬ 
vity level by about 35 per cent during 
the fifth Plan over the fourth Plan. The 
states of Andhra Pradesh, Rajasthan. 
Uttar Pradesh and Gujarat have recor¬ 
ded the increases by about 8 per cent, 
28 per cent, 22 per cent and 20 per cent 
respectively. The yield rates in the 
remaining States covering about 70 
per cent of the area under rice have 
not registered any change during the 
fifth Plan period over the fourth. 

Plan efforts have had significant im¬ 


1 . 


pact on the wheat yield per hectare. 
The overall increase in the yield rates 
of wheat in the fifth Plan was about 
150 kg/ha as compared to the corres¬ 
ponding fourth Plan average. This in¬ 
crease works out to be about 12 per 
cent. All the States except Bihar, 
Jammu and Kashmir and West Bengal 
have contributed significantly towards 
this increase. The variation between 
State to State was significant in both 
the fourth and the fifth Plans periods, 
Punjab is observed to have the highest 
productivity for wheat followed by 
Haryana and West Bengal. The State 
of Karnataka, Maharashtra and 
Madhya Pradesh were having the 
lowest productivity for this crop but 
they exhibited increasing trend in the 
fifth Plan by obtaining respectively 55 
per cent, 75 per cent and 10 per cent 
more yield over the fourth Plan average 
in these States 

References 

Panse V.G. (1959) : Recent trends in yields 
in rice and wheat in India. Ind. Agri. Econ. 14 J 

PanseV.G. (1964) : Yield trends of rice 4 
and wheat in first two Five Year Plans in India. 
Ind. Sec. Agri. Star, 16. 

Saxcna, R and Sardana. MG. (1973) 
Study on the trends in yield of rice and wheat + 
in India during the first three Five Year Plans. ♦ 
Jour, Ind. Soc. Agri. Stat. 25. 

Publications of Directorate of Economics j 
and Statistics,. Ministry of Agriculture, Govern- ♦ 
ment of India. 






♦ 

♦ 

* 


♦ 

♦ 

♦ 

* 




Are you an Executive in Government, Industry or Trade, 
desirous of keeping yourself abreast of day-to-day 
economic and financial events in India and abroad ? 

Subscribe to 

EASTERN ECONOMIST 

(India's leading aconomlc waakly) 

UCO. Bank Bldg., Parliament Street, 

P.O. Box No 34, NEW DELHI-110001 
Phona i 380518 Gram: "RESEARCH" 



t 

♦ 

♦ 


4 


♦ 



EASTERN ECONOMIST 


1134 


NOVGKKK 21.1980 


f '.w .. ’ J- ip », % 4 ■* 

rte iVafiow 

Oil Production Plan 


Our domestic production of crude oil 
may touch 22 million tonnes in the ter* 
minal year of the current Five-Year Plan. 
The wholly-owned Government under¬ 
taking, the Oil and Natural Gas Commis¬ 
sion, will be contributing about 19 million 
nes, the balance being produced by 
other explorer in the country. Oil 
India Limited, which currently is a 50 : 50 
partnership between the Government of 
India and the Burmah Oil Company. 
The off-shore Bombay High area will be 
yielding 13.2 million tonnes. The remain¬ 
der 8.8 million tonnes production will 
flow from on-shore areas in Assam and 
Gujarat. 

The output during the current finan¬ 
cial year was envisaged to be around 14 
million tonnes, but it may actually turn 
to be significantly less because of the 
sruption to operations in Upper Assam 
which were expected to yield about 4.5 
million tonnes. The agitation on foreign 
nationals’ issue in Assam has allowed 
only intermittent working of the Gauhati 
and Digboi refineries. About 65,000 
tonnes may be produced to replace the 
stagnated crude in the Gauhati-Barauni 
section of Oil India’s Duliajan-Barauni 
pipeline. The total production of crude 
oil from Assam, thus, may not go 
beyond 1.5 million tonnes, thereby re- 
cing availability from domestic sources 
just around 11 million tonnes. Some 
efforts are being made to step up produc¬ 
tion from the Gujarat oilfields tempor¬ 
arily for three to six months to compen¬ 
sate partially for the loss of output in 
Assam. That may add about a quarter 
million tonnes to the availability of crude 
from indigenous sources. 

In the longer term perspective, how¬ 
ever, whereas Oil India’s output upto 
1984-85 from its Upper Assam conces¬ 
sions is to be stabilised at 2.8 million 
tonnes, that of ONGC is to be raised in 
Ws area from this year’s target of 1.7 
million tonnes to three million tonnes. 


The production in the ONGCs on shot c 
western sector, namely, Gujarat, on the 
other hand, is proposed to be scaled 
down progressively with a view to con¬ 
serving supplies for the Baroda petro¬ 
chemical complex, as a declining trend in 
output has already set in the Ankleshwar 
area. The Ankleshwar oilfield currently 
yields around two million tonnes per 
pnnum. This level of output may be 
raised slightly temporarily along with the 
production from the other fields in the 
neighbourhood. But ultimately Ankle¬ 
shwar production is lo be reduced to 1.4 
million tonnes per annum by the end of 
the current Plan. The curtailed output 
from this field will be made up partly 
for some time through raising output in 
north Gujarat from the present level of 
1.4 million tonnes per annum. Ultima¬ 
tely, however, the yield from the entire 
Gujarat area will be judiciously brought 
down even though the tempo of develop¬ 
ment there will be maintained so that 
production can be augmented, if neces¬ 
sary, at a short notice. The ONGC is 
going in for secondary methods of reco¬ 
very in an ambitious way in the Gujarat 
area. These include water, polymer and 
thermal flooding. 

Major Increase 

The major proportion of increase in 
production is envisaged from the Bombay 
High area—from 5.2 million tonnes this 
year to 13.2 million tonnes by 1984-85. 
This area will be capable of yielding 
seven million tonnes per annum from 
next month onwards when the third phase 
of its developmental programme will be 
completed. The fourth phase, expected 
to be completed by mid-1982, will raise 
the production potential to 12 million 
tonnes a year. This rate is proposed to 
be maintained during the fifth phase 
through the introduction of water injec¬ 
tion scheme in the centrel/southern part 
of the Bombay High field. A potential 
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of one million tonnes crude output per 
annum is to be established by 1982 thro¬ 
ugh the development of the R-12 struc¬ 
ture in the area. The Bombay High com¬ 
plex, including the Bassein structure, 
may be developed to yield annually 18 
million tonnes in the later half of the 
eighties. 

The following table contains the targets 
set for oil production on shore and off¬ 
shore during the five years to 1984-85. 

Anticipated Production of Crude Oil 

(million tonnes) 


Year 

Western 

Region 

Pastern 

Region 

Total 

1980-81 

3.40 

1.70* 

5.10 

1981-82 

3.20 

2.20* 

5.40 

1982-83 

3.10 

2.60 

5.70 

1983-84 

3.00 

'2.80 

5.80 

1984-85 

2.80 

3.00 

5.80 


Off-shore Production 


1980-81 

5.2 

1981-82 

8.4 

1982-83 

11.8 

1983-84 

12.7 

1984-85 

13.2 


*The figures are likely to be revised. 
Precise figures could be indicated only 
after restoration of normal working 
conditions and lifting of oil blockade. 

Since oil from indigenous sources on 
the above calculations will be meeting 
just about half the requirements in 
1984-85, the exploration activity is being 
stepped up in various parts of the coun¬ 
try, both on-shore and off shore, with a 
view to improving the indigenous supply 
position, even though marginally. The 
major benefit of these endeavours, how¬ 
ever, will accrue only after the current 
Five-Year Plan. On-shore exploration is 
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betog started in the prospective shoal 
areas between the Mahi and Tapti rivers 
in the Gulf of Cambey, in the areas like 
the Patau depression in the northern pans 
of the Cambey basin, Sanchar Burraer 
basin and Kutch and Saurashtra. Deeper 
prospects below the traps of Ankieshwar 
area are to be explored by a deep well. 
In the eastern sector, drilling is being 
taken up in such virgin areas as the 
Dhausiri vally and Carhar and in some 
areas to the north of the Brahmaputra. 

Negotiations with the short-listed 33/34 
foreign parties for exploration in the 28 
off-shore blocks proposed to be thrown 
open to them on oil-sharing basis are en¬ 
visaged to be completed by March. 

Oil India is going ahead with its dril¬ 
ling programme in the Mahanadi basin 
and proposes to extend operations to the 
Bay of Bengal and on-shore Orissa adja¬ 
cent to the Mahanadi basin as well as to 
the Rajasthan area. Permission has been 
sought from the Government for the ex¬ 
tension of exploration efforts in these 
three new areas. 

Drilling is proposed to be intensified 
also to assess the potentialities of oil/gas 
production in mid Tapti, Godavari off 
shore, Cauvcry off-shore and Andman 
off-shore where oil/gas has been dis¬ 
covered recently. 


An Independent 
PlanningCommission? 


West Bengal's Finance Minister, Mr 
Ashok Mitra, told repotters in New Delhi 
on November 5, that he had suggested to 
the Government of India to make the 
Planning Commission an independent 
body. He said that it was the view of 
the West Bengal Government that the 
Commission should be equi distant from 
the Centre and the States but he regretted 
that it had become a part of the Central 
Government. The composition of the 
Commission and the manner of its func¬ 
tioning have come in for considerable 
criticism ever since the beginning of the 
first Five-Year Plan. Jawaharlal Nehru 
himself sometimes expressed dissatisfac- 
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tioa with its working although he was its 
chairman and played a crucial role in the 
early stages of our planned development. 
Both Mr Nehru and his successors made 
some attempts to reform the Commission 
and make it more effective but its struc¬ 
ture broadly remains the same as it was 
in the beginning. Mr Mitra's plea to 
make the Commission independent of 
both the Centre and the States is there¬ 
fore unlikely to receive serious considera¬ 
tion. 

Poor Implementation 

The practice of associating the Prime 
Minister and some senior Ministers with 
the Commission has had its disadvan¬ 
tages. But it cannot be denied that this 
arrangement has also been beneficial in 
many respects. It has helped to bring 
about close liaison between the Cabinet 
and the Commission in formulating and 
implementing the plans. However, if the 
plans have failed to accelerate the growth 
of the economy to the desired extent, it 
has been mainly due to wrong policies or 
poor implementation or both. Would 
the economic situation in the country at 
present have been much different if the 
Planning Commission had functioned as 
an independent body during the last 
three decades ? 

If Mr Mitra is convinced of the merits 
of his suggestion, he should try his idea 
in West Bengal and see how it works. 
When Mr Siddhartha Ray was the Chief 
Minister, he had set up a Planning Board 
for the State with experts from various 
fields to help the Government in draw¬ 
ing up its annual plans and the five-year 
plans. But under the Left Front Govern¬ 
ment, the Planning Board has become 
dormant or defunct. In the last three 
years, it is Mr Ashok Mitra’s Ministry 
which has been taking all decisions re¬ 
garding planning at the State level. Why 
has Mr Mitra not considered it necessary 
or desirable to have an independent 
Planning Board and take its advice and 
assistance in all matters relating to plan¬ 
ning ? 

Mr Mitra is, of course, justified in 
pleading for delegating more decision¬ 
making powers to the State Governments, 
This is necessary from the point of view 
of administrative convenience and for 
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strengthening the federal structure. But 
this arrangement will benefit the people 
only if the State Governments exercise 
their powers in a fair and impartial 
manner. If State Governments use their 
powers to pursue their ideological fads, 
the country will suffer. 

Mr Mitra has drawn attention to the 
wide disparties in regional development. 
He has revealed that while in certain 
parts of the country, the annual econo¬ 
mic growth has varied between 6 to 8 
per cent, in others it has been close to 
zero. The Central Government therefore 
should give moie careful attention to re¬ 
duce such imbalances. The Centre’s task, 
in this respect will be greatly facilitated if 
the State Governments also make more 
energetic efforts especially in developing 
the infrastructure required for industrial 
development. In West Bengal, for exam¬ 
ple, even in the growth centres like Hal- 
dia the availability of such facilities as 
power, water, housing and transport has 
been utterly inadequate to attract entre¬ 
preneurs. 

Mr Mitra has suggested that of the 
total public sector outlay of Rs 90,0Q0 
crores proposed in the sixth Plan, at least 
Rs 50,000 crores should be allotted to the 
States. But how many State Govern¬ 
ments are adequately equipped to make 
the best use of such a large transfer of 
resources ? 


Goindwal Industrial 
Nucleus 


The selection of Goindwal Saheb in 
Amritsar district, one of the most impor¬ 
tant religious places of Sikhs equi-distant 
(about 45 kins) fiom two important in¬ 
dustrial cities of Punjab, namely Amrit¬ 
sar and Jullundur, for setting up the first 
nucleus industrial complex in the country 
under the new industrial policy state¬ 
ment, announced on July 23, 1980, is a 
tribute to the dynamism of the people of 
the State which has not only transformed 
its agriculture but also led to prolifera¬ 
tion of small industrial units in the^Uast 
two decades. Punjab also had the dis- 
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' feliction of having th6 first community 
development project in the country in the 

t irly fiftes at Nawashabr, The improve- 
ent of agriculture in this CD block in 
Jullundur district had its genesis origin¬ 
ally in this scheme, though later on it 
was fostered by various other factors in¬ 
cluding large remittances from abroad. 
The establishment of the Goindwal com¬ 
plex, it can legitimately be expected, will 
accelerate the industrial growth of this 
hitherto industrially backward area, even 
though it borders on Pakistan. 

Central Units 

^ Industrial development of Punjab 
*as been suffering, despite a substantial 
growth of small enterprises, owing to the 
State not being considered an appropriate 
location for putting up large public sector 
enterprises. The post-independence Pun¬ 
jab received only two such units-- the 
Nangal Fertilizer and Heavy Water Pro¬ 
ject and the Pinjore unit of Hindustan 
Machine Tools—but it soon lost the lat¬ 
ter to Haryana after the 1966 reorganisa¬ 
tion of the State. It was only recently 
that another major fertilizer manufactur- 
g project was put up in the public sec- 
r at Bhatjnda. The Goindwal Saheb 
complex will have two more units of 
Central Government undertakings, Hin¬ 
dustan Machine Tools and Bharat Heavy 
Electricals. Another two nucleus plants 
have been sponsored for the complex by 
the Punjab State industrial Development 
Corporation (PSIDC). 

The HMT project envisages the manu¬ 
facture annually of half a million or so 
stainless steel cases for gents watches 
which will go to fill up approximately 
Jialfof the gap of 1.3 million cases bet¬ 
ween the six million numbers estimated 
demand for 1985 and the 4.7 million 
numbers captive capacity that this under¬ 
taking has at present. A number of 
small-scale ancillary enterprises for turn¬ 
ing and polishing operations as well as 
for making crystal and crown parts will 
be feeding this unit. The entire output 
of the ancillaries will be taken up by the 
HMT on buy-back guarantees on mutally 
agreed prices. 

The BHEL will be setting up a medium¬ 
sized plant to produce clectical switch- 
ffcu* to meet the requirements of its 
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Hardwar, Bhopal and Jhansiprojectsand 
also to execute orders from railways and 
others. As many as 32 small ancillary 
units, with an estimated turnover of 
Rs 46.32 crores, are expected to feed this 
nucleus project. 

By far the biggest scheme conceived for 
the complex, however, is the project of 
the PSIDC to produce, in collaboration 
with a renowned foreign company, tex¬ 
tile machines such as carding engines, 
draw-frames, lap winders, combers, speed 
frames, ring frames, etc, to an ultimate 
turnover of Rs 100 crores per annum with 
an investment of Rs 65 crores. The 
other project of the PSIDC to be located 
here with , an investment of Rs 1.5 crores 
will yield annually Rs 2.2 crores worth 
high speed industrial sewing machines 
with technical collaboration possibly 
from a West German concern. Nearly 
15 ancillary units will support the opera¬ 
tions of this import substitution plant. 

Besides the above four projects, a 
number of other schemes are also under 
consideration. These include the manu¬ 
facture of electric fans, light weight bicy¬ 
cles for export, electronic items, foundry 
products, plastic insulation mouldings, 
dye castings, industrial fasteners, etc. 
Common machining, polishing, grinding 
and testing facilities will be put up for the 
benefit of ancillary units. 

Ambitious Programme 

The State Government has an ambiti¬ 
ous programme of augmenting infrastruc¬ 
ture facilities in (he area. Although 
already well served by road, a bye-pass 
highway is being provided which will 
connect Phillaur and Goindwal. A rail 
link has been proposed from Beas to Path 
passing through the town. Telex and 
telephone facilities too are being streng¬ 
thened. It is expected that from a small 
township with just 3/4000 population cur¬ 
rently, Goindwal Saheb will be trans¬ 
formed into a modern city of about one 
lakh population in a few years. 

The inauguration of the Goindwal 
Saheb nucleus within four months of the 
announcement of the new industrial 
policy statement, however, should suggest 
that the scheme has been finalised just 
agglomerating the various industrial deve¬ 
lopment programmes already drawn up 



tot the ami. the dangers of inch hastjr 
agglomerations are too well-known to 
dwelt upon here. It is hoped that all the 
losse ends of the scheme have been tied 
up appropriately so that it can be implc- /■ 
mented smoothly without undue delays. 


Towards A Better 
Calcutta 


Mr Prasanta Sltr, West Bengal's Minis¬ 
ter for Urban Development, who visited 
Bombay recently to study civic arrange¬ 
ments, said in Calcutta on November 5 
that he had been greatly impressed with 
the efficient manner in which that city 
had organised its traffic system. He des¬ 
cribed it as “the best in India" and re¬ 
marked that this was due to the close 
cooperation between the police and the 
municipal authorities. He wondered why 
some officials of the West Bengal Govern¬ 
ment and the Calcutta police were sent to 
London a few months ago to study traffic 
management when there was sufficient ex¬ 
pertise in our own country. He regretted 
that these officials on their return were 
assigned to posts whiefi had nothing to 
do with traffic problems. The Minister 
revealed that he would soon take the 
initiative in organising a forum at which 
civic problems, which are common to 
Calcutta, Bombay, Madras and Delhi, 

could be sorted out. 

It is not clear what would be the na¬ 
ture of the proposed forum and what 
practical purpose it would serve. As 

Minister for Urban Development, Mr 

Sur has impressed the citizens with his 
sincerity and hard work. During the 

last three years, much has been done to 
improve the civic conditions in Calcutta 
and if still the situation remains unsatis¬ 
factory and even chaotic in many respects, 
it is largely due to the lack of prompt 
and proper cooperation from the various 
departments. For example, so far as 
traffic is concerned, it was recently reveal¬ 
ed' that even after implementing the 
Rs 102-crore transport prpject, with the 
assistance of the World Bank, overcrowd¬ 
ing will continue to be a major problem. 
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Itui even now it should certainly be; 

t ossibie to provide some substantial relief 
om overcrowding by improving the 
efficiency of the Calcutta State Transport 
Corporation and by encouraging private 
operators to run more buses. It is in¬ 
deed scandalous that out of the total fleet 
of the Corporation only about SO per 
cent are plying on the roads and that 
only 750 private buses are in use although 
1500 have been licensed. The introduc¬ 
tion of mini-buses was expected to ease 
the traffic problem but it seems to have 
worsened it. These buses are also heavily 
overloaded and they have been violating 
(traffic rules with impunity. 

Mr Sur has observed that one of the 
main reasons for the poor performance 
of the Calcutta Municipal Corporation is 
the dearth of funds. He has revealed 
that while Bombay's Corporation's annual 
revenue is R$ 363 crores, that of Calcutta 
is only Rs 15 crores. In Bombay the rate 
on buildings erected after 1940 is 74 per 
cent of the estimated value of the pro¬ 
perty while in Calcutta it varies between 
15 per eent and 33 per cent of the value. 
There is, of course, an urgent need to 
leform the tax structure and to augment 
the Corporation’s revenue in various 
ways but this will be possible only when 
the staff concerned perform their duties 
with better discipline and sincerity. 

The civic conditions of several other 
large cities of the world are also unsatis¬ 
factory in many respects. The Asian Wall 
Street Journal , for example, wrote recently 
that “New York city is bogged down in a 
familiar cycle of chronic budget woes, 
declining city services and continued re- 
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jecfcioa by the nation’s investors*’. The 
paper added that “it is a truism in New 
York that you have to create a crisis to 
get anything done”. The problems of 
Calcutta therefore have to be tackled witn 
speed, imagination and determination 
lest, with the rapid growth in population, 
they should become more difficult of 
solution. The example of New York and 
other foreign cities should help to avoid 
costly mistakes in planning for the future 
of Calcutta. 


Holiday Resort 


Chambers of commerce in Calcutta re¬ 
cently drew the attention of the Chief 
Minister, Mr Jyoti Basu, to the large 
number of holidays in West Bengal and 
requested him to reduce it in order 
to improve the State’s economy. Under 
the Negotiable Instruments Act, West 
Bengal in 1980 has 25 holidays compared 
to 19 in Maharashtra, 20 in Kerala, 21 in 
Karnataka, 20 in Tamil Nadu and 22 in 
Uttar Pradesh. The chambers pointed 
out that the State’s economy had suffer¬ 
ed due to the heavy loss of mandays 
caused by strikes and lock-outs and the 
severe shortage of power and hence it 
was suggested that the Government 
should increase the number of working 
days. They urged that the number of 
holidays should not be more than in 
Maharashtra. 

The list of holidays for 1981, released 
by the Government a few days ago, 
reveals that the proposal to reduce their 
number has not been accepted. This 
need not necessarily be a cause for con¬ 
cern provided the authorities ensure that 
at least on the working days, the em¬ 
ployees in Government offices perform 
their duties with discipline and dedication. 
But Mr Basu’s Ministry has not been 
able to achieve this result. In the last 
three years, the salaries and perquisites 
of the Government employees have been 
substantially raised and they have also 
been assured of greater security of 
tenure. Yet, the Chief Minister has to 
appeal to them from time to time to ob¬ 
serve punctuality in attending the offices. 
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The decision to observe a “Bangui; 
bandh" on November 27, sponsored b|.i 
the Left Front Committee and stroh^y; 
supported by the State Government* & 
another glaring instance of the preseftfe 
Ministry’s Jack of concern for improving^ 
the efficiency of administration, ThJpl 
people have been called upon to obdery^. 
the bandh for 74 hours to record theit§; 
protest against the scarcity and hij&r 
prices of essential commodities and tfib'J 
Centre’s discriminatory policy towards 
West Bengal. Several other reasons haVfcJ 
also been given to justify this deci-T 
sion, but it is clear that its sole objective^ 
is to whip up public opinion against the 
Government of India and Mrs Gandhi hr' 
particular. No doubt, the bandh will; 
be a resounding success. In fact, ail 
bandhs in the past, organised by the' 
Marxists, have achieved their objective of 
paralysing normal life. They have ac¬ 
quired an unrivalled know-how in spon- 
soring this form of agitation. But little 
do they realise the immense harm that;; 
bandhs cause to the economy of West 
Bengal and in parti ular to the common 
man. 

Uncongenial Climate 

Dr Ash ok Mitra has been focusing 
attention on the drastic disparities in 
regional development. He has quoted 
facts and figures to show how the eastern 
region has been systematically and deli* 
berately neglected by the Centre. This 
grievance is, of course, justified to some 
extent. But arc the State Governments 
of the eastern region creating a conge¬ 
nial climate for economic development? 
Assam has been aflame for over a year. 
In West Bengal, despite the existence of 
a stable ministry for nearly four years, 
hardly any new investment has taken 
place because of the severe scarcity 
of power and other constraints. The 
Governments of Orissa and Bihar are 
also faced with tough problems relating 
to the maintenance of law and order, 
which is the first prerequisite for deve¬ 
lopment. In this situation, even if New 
Delhi is willing to transfer more resources 
to these States and help them in other 
ways, the region is unlikely to benefit so 
long as the political parties, whether in 
office or in the opposition, do not realise 
that there is no substitute for hard work. 
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Window on Ihe World 

EEC Concern about Energy 


The European Community took another 
significant step towards freeing itself from 
excessive dependence on imported oil at 
a meeting of the Nine’s Energy Ministers 
in Brussels recently. 

Although the Community expects to 
import J5 million tonnes less oil than its 
self-imposed target of 472 million tonnes 
for this year, the instability on the 
world's oil markets is a cause for serious 
concern. 

The fact that heating oil prices on the 
Rotterdam market have increased by 23 
per cent since the beginning of April is 
eloquent enough proof of this instability. 

It was against this background that the 
Energy Ministers met. 'Ihcy decided 
that each would submit annual energy 
programmes up to 1990 to the European 
Commission for examination. The Com¬ 
mission's task is to sec that these nine 
individual national programmes add up 
to one coherent Community policy. 

New Guidelines 

A number of guidelines have been 
agreed by the Nine for the Community 
programme : 

Member Slates should aim to use less 
energy in promoting economic growth; 
the aim is to increase energy consump¬ 
tion by no more than 0 7 per cent for 
every one per cent of economic growth 
by 1990; 

Oil must only account for around 40 
per cent of primary energy consumption 
in the Community by 1990; 

Solid fuels (particularly coal) and nuc¬ 
lear energy will have to be expanded to 
cover between 70 and 75 per cent of the 
Community’s electric power needs. 

The use of renewable energy sources 
(solar, wind, etc.) should be further en¬ 
couraged; 

Finally, an energy pricing policy gear¬ 


ed to achieving these objectives should 
be pursued. 

In order to know just whereto pitch 
energy prices, it was agreed that the Mem¬ 
ber States should bear a number of gene¬ 
ral principles in mind. 

Firstly, consumer prices should reflect 
representative conditions on the world 
market, with an eye to long-term trends. 
Secondly, the cost of replacing and de¬ 
veloping energy resources should be one 
of the factors determining consumer 
prices. Finally energy prices on the 
market should be as ‘transparent’ as 
possible; in other words, price levels and 
the various factors that determine their 
make-up should be clearly set out. 

National Use 

Maximum attention is to be given to 
encouraging national use of energy in the 
home, at work and in transit between 
the two. 

In the home, the Ministers recommend¬ 
ed a variety of measures including; 

A substantial upward revision of com¬ 
pulsory minimum performance require¬ 
ments for new housing and heating 
systems; 

The reintroduction of more stringent 
campaigns along with the setting up of 
advice centres to show householders how 
to conserve energy; 

Financial aid for any necessary conver¬ 
sion of existing houses, especially local 
authority houses ; and 

More informative labelling to indicate 
the energy consumption of household ap¬ 
pliances (such as refrigerators, freezers, 
washing machines and dishwashers), per¬ 
mitting the buyer to make the most energy 
conscious’ choice. 

For industry, the Ministers recom¬ 
mended the keeping 4 of energy consump¬ 
tion accounts, especially in industries that 
consume large amounts; financial aid to 
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help small and medium-sized businesses 
to become more energy efficient; financial 
and tax aid to encourage investment to 
save energy; financial aid for demonstra¬ 
tion projects and commercial promotion 
generally of new energy saving techno¬ 
logies, equipment or methods. 

Overseas Aid Takes 
Share of Cuts 

Overseas aid has had to take a share 
of the cuts by which the British Govern¬ 
ment is bringing down public expenditure 
“to a level the country can afford”. Over¬ 
seas Development Minister, Mr Neifr 
Marten, has pointed out. But the pro¬ 
gramme will still be “substantial”, 
he said. 

The Minister was commenting on the 
Public Expenditure White Paper, publish¬ 
ed in March, which gives the annual aid 
programme spending up to 1983-84. The 
aid cuts were among many “painful de¬ 
cisions” which had to be made, he declar¬ 
ed. “But if we do not get our economy 
right, we shall not be able to sustain any 
worthwhile aid programme. 

“Our task is now to make the best use- 
of the funds available. Our aim is to 
build on the mutual interests of Britain 
and the developing world. But in doing 
so we must keep within the resources 
allocated. 

“The amount we can devote to aid will 
ultimately depend on our success in 
strengthening the wealth-creating sectors 
of our economy”, the Minister continued, 
adding that duiing bis tiaveb overseas 
he had found “a ready understanding of 
these basic facts ’. 

The White Paper announced net ex¬ 
penditure on overseas aid, using as a base 
the figure of £790 million for 1979*80, as 
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follows (the figures in bracket* give the 
Annual percentage reductions) 

• 1980/81—£779 million (—1.3%) 

1981/82—£730 million (—6.7%) 
1982/83—£680 million (-6.7%) 
1983/84—£680 million (nil) 

This represents a reduction, from 1979 
to 1984, of 14 per cent. The reductions 
planned follow the cut-back made by the 
Government last June, when they reduced 
the 1979-80 programme from an inherited 
£840 million. 

In a statement on the Aid Policy Review 
in February, Ministers said the Govern¬ 
ment would continue a d on a substantial 
locale; although they would be looking 
critically at expenditure on ‘multilateral’ 
aid aid given through United Nations’ 
and other international organisations. 

But Britain’s obligations to the EFC 
and the International Development As¬ 
sociation mean that the multilateral share 
of the aid programme will increase over 
the next few years. It follow', therefore, 
that ‘bilateral’ aid programmes—those 
provided direct to Third World countries 
—must be squeezed. 

k - 

New World Bank Chief 


PRr.smi nt Cam ier’s nominee to succeed 
Mr Robert McNamara as head of the 
World Bank, Mr A.W. Clausen, is well 
known in the US and international finan- 
cial circles. He has headed the Bank of 
America the largest commercial bank in 
the United States, and one of the largest 
in the world - for ten years, and through¬ 
out that period he has been a conspicu- 
rbus spokesman for the US commercial 
and investment bankers. The White 
House statement confirming Mr Clausen’s 
nomination emphasized that he has “a 
proven record of commitment to interna¬ 
tional economic development and assis¬ 
tance to poorer nations.” 

The nomination of Mr Clausen had 
been discussed with Mr Ronald Reagan. 
Mr George P. Schultz, a Reagan advisor 
and a former Secretary of the Treasury, 
pointed out that Mr Clausen knows the 
^^opportunities as well as the problems to 
addressed in developing countries. 
Central themes in Mr Clausen’s many 


Food from Cotton 

Israeli cotton farmers are gteatly increasing the value of their crops and cutting 
production costs markedly thanks to a newly patented technique for extracting 
cottonseed oil which reduces the conventional two-hour process to seven minutes. 

For years, the principal edible product from cottonseed has been a high 
grade oil, used in margarine, salad oil, cooking oil and shortening. Israel 
has been exporting most of its cottonseed oil to Sweden. 

Now, however, with the new quick method of extraction scaled up to 
industrial-size demands, the remaining cottonseed is further processed with 
about SO per cent of it becoming a meal for animalfeed and the other SO per 
cent a flour for human consumption. 

The flour is mixed with regular flour to make low-calorie bread, rolls 
and cookies and dark “ health ” bread. Cotton flour costs about the same 
as regular wheat flour, but has a much higher protein content and fewer 
calories, and products containing it have a longer shelf life. When baked, 
the cottonseed flour develops a pleasant "nutty” taste. 
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public comments are tbe need for all 
countries—including the United States— 
to follow conservative fiscal and mone¬ 
tary policies, to adopt measures likely to 
reduce overall Government spending, and 
to increase the portion of Government 
expenditures directed to investment in 
economically productive activities. 

Mr Clausen stressed in a major state¬ 
ment delivered at a meeting of the Ameri¬ 
can Chamber of Commerce in Paris on 
December 18, 1978, that “future growth 
and living standards’’ in industrialized 
countries “depend upon their ability to 
export manufactured goods to the deve¬ 
loping world.’’ He pointed out that the 
potential of developing countries for im¬ 
porting such products is “frustrated by 
the trade barriers that hinder the sale of 
their products to industrial countries.’’ 
For this reason, Mr Clausen identified 
protectionism as ‘‘a form of economic 
cancer that is spreading.. .in many forms 
and under many aliases : quotas, ‘org¬ 
anized free trade,’ orderly marketing 
agreements, reference prices, commodity 
stabilization agreements, and secret 
understanding between countries.” 

He said “a new emerging variation is 
the cartel-type agreement to secure mar¬ 
kets and control capacity of such indus¬ 
tries as steel, textile fibres, shipbuilding, 
and chemicals.” 

Mr Clausen has also held that invest¬ 
ments in developing countries are often 
discouraged by political instability. "Thre¬ 
ats of possible expropriation of foreign- 
owned assets or potential abrogation of 
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foreign debts frequently have effects that 
are far more damaging” than the leaders 
or people of the host countries realize, he 
said. As a result of disincentives to in¬ 
vestment in one nation, “capital invest¬ 
ment may be shifted irrevocably to other 
nations where tbe economic and financial 
climate is more hospitable” and the na¬ 
tion’s ability to compete in world markets 
may be reduced “for years to come.” 

Alden Winship Clausen, born Febru¬ 
ary 17, 1923, has beers known as “Tom” 
to his friends since he played the part of 
a character with that name in a high 
school play. He first went to work for 
the Bank of America in 1949, just three 
weeks before the death of A.P. Gianninj, 
who founded the Bank in 1904. Clausen 
rose quickly through the ranks. He was 
elevated to the rank of senior vice presi¬ 
dent in 196S, and executive vice president 
and a member of the Bank’s management 
committee in 1968. He has been the 
Bank’s president and chief executive, 
officer since 1970. Hie Bank has assets 
of 104,000 million dollars. 

Clausen has been active in many public 
service and business groups in recent 
years, including the international mone¬ 
tary conference of the American 
Bankers Association, the San Fran¬ 
cisco Clearing House Association, 
US-USSR Trade and Economic Coun¬ 
cil, die National Council for US-China 
Trade, the California Bar Association, 
the Business Round Table, and the US 
Treasury’s advisory committee on reform 
of the international monetary system. 


BASTBRN BOONOMBT 


U41 


NOVEMBER 21, 1980 




An Ea$tern Economist Supplement 


' * % f 1 ■ 



Fruitful Cooperation 


■' A Ffcw miles off the southern coast of 
France there is a cold, grey and wet 
little island. In sijre, it is a little big* 
ger than Madhya Pradesh and its popula- 
,, tion is only 50 million. In 1978-79 this 
little island accounted for 8647 million of 
1 Indian exports (10%) and 8690 million 
of Indian imports (8 %). It was also the 
. largest foreign investor in India, accoun¬ 
ting for nearly 35 per cent of total foreign 
investment, besides being the largest and 
most generous donor of aid. Its name is 
bound to ring a bell—Great Britain. 

Indo-British trade and economic colla¬ 
boration are doing well and are expected 
to do better during the eighties. Such, 
at any rate, is the British belief and there 
seems little reason to question their opti¬ 
mism. There appears to be a renewed 
awareness amongst British businessmen 
of the potentialities of India as a market 
and as an area for collaboration. 

Under the circumstances, it is instruc¬ 
tive to review the three ma : n aspects of 
Indo-British collaboration during the last 
two decades. These are trade, aid and 
investment. 

First, trade. Visible trade between the 
two countries during 1979 amounted to 
nearly £ 825 million, with India exporting 
worth £366 million and importing £456 
million. This was an improvement over 
the previous year, when the figures were 
£322 and £349 million respectively. 
r Table 1 shows the nature of Indo-British 
visible trade during 1970-79. 

The seventies were less than happy 
for the British. Except for four 
years, they had an adveise balance of 
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trade, which teached a peak in 1977 at 
£105 million. The factors responsible for 
this were the drastic curtailment by India 
of imports (following the oil crisis of 
1973) and a general decline in the com¬ 
petitiveness of British exports. Taken 
together, these resulted in British imports 
exceeding exports for much of the seven¬ 
ties. 

Since 1978, however, when it was deci¬ 
ded to liberalise imports and use the 
huge foreign exchange reserves, things 
brightened a bit for the British and they 
have had a positive balance. Indications 
are that this trend will persist over the 
next few years. 

The commodity composition of the 
trade, however, has shown little signs of 
change (Tables II and Ill). Traditional 


Table I 

Indo-British Visible Trade 

(£ Million) 



Britain’s visi¬ 
ble imports 
from India 

Britain's visi¬ 
ble exports to 
India 

1970 

106 

.73 

1971 

111 

138 

1972 

112 

141 

1973 

149 

133 

1974 

203 

127 

1975 

237 

164 

1976 

355 

207 

1977 

383 

278 

1978 

322 

349 

1979 

366 

456 


items continue to dominate India’s exports 
to Britain. The largest growth has been 
registered by cotton textiles and clothing. 
Between 1975 and 1979, exports of these 
two items shot up from £18.5 million in 
1975 to £85.7 million in 1979. All other 
items however have remained virtually 
stagnant, which indicates the necessity for 
India to not only to diversify its exports 
but also go in for higher value-added non- 
traditional items. Here, if the British are 
to be believed all that is necessary is that 
India satisfy the British buyer that Indian 4 
goods are competitive. The Eighties ought 
to show whether this is indeed so. Things, 
however, may not be so simple. 

On the imports side, 1978 and 1979 
witnessed a sharp increase in Indian pur¬ 
chases of iron and steel, non-electrical 
machinery and transport equipment 
(including as it happens, the jaguar 
purchase). Between 1975-79 the imports 
of loose diamonds also increased more 
than six times from £18.4 million to 
£110.9 million. In consonance. India has 
also become the largest exporter of cut * 
and polished diamonds to Britain during 
the last one year. The imports of instru¬ 
ments, too, have increased by five times 
between 1975 and 1979. 

Britain also happens to be the largest 
donor of aid to India having given about 
Rs 1000 crores during the last five years. 
The most noteworthy feature is that 
since 1965, British loans to India were 
interest free and since 1975 all aid has 
taken the form of grants. Table IV 
shows gross aid between 1975-80. A 
portion of the increase in 1978-79 
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ritish airways welcomes 
His Royal Highness 

Prince Charles to India 


British 
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(Table IV) is due to the writeoff 
after UNCTAD IV in 1974, which 
took the form of fresh aid equal the 
amount of debt-servicing. 

There are basically six types of British 
aid: project aid, sector aid, maintenance 
aid, technical cooperation, training, and 
aid for local costs of projects. 

Amongst the project helped by British 
aid are the TFFCO fertiliser plant at 


Kalol and the Mangalore Chemicals and 
Fertilisers plant at Mangalore; the My¬ 
sore Paper Mill at Bhadravati ;the Cochin 
Shipyard and the Commonwealth Cable 
between Madras-Penang. The coal and 
power sectors, have also been major 
recipients of sector aid. Recent examples 
are the Titagarh power project (£13.5m), 
the Wcst-Bangal Electricity Board projects 
at Bandel, Kolaghat, Haldia, Kasha and 
Siliguri (£20m), mining equipment for 


Tabi r IT 

British Visible Exports to India- Some Major Commodities 


(£ million) 



1975 

1976 

1977 

1978 

1979 

Chemicals, elements, and compounds 

3.4 

7.2 

9.7 

9.4 

6.6 

Loose diamonds 

1-8.4 

38.0 

70.9 

110.9 

99 4 

Iron & steel 

17.8 

30.0 

22.6 

36.3 

71.8 

Non-electrical machinery 

4.2 

6.3 

8.0 

8.1 

9.5 

Non-lerrous metals 

42.6 

56.5 

61.8 

75.7 

125.5 

Electrical machinery 

17.6 

15.1 

17.9 

9.7 

11.2 

Transport equipment 

30.5 

17.3 

19.6 

23.6 

37.5 

Instruments 

3.2 

3.2 

4.6 

11.2 

15.0 

Total (including others) 

164.5 

206.9 

278.0 

348.6 

455.6 



Source .‘Department of Trade. 

Table lit 





British Visible Imports from India—Some Major Commodities 






(£ million) 


1975 

1976 

1977 

1978 

1979 

Fruits, nuts & vegetables 

3.6 

6.9 

6.3 

5.0 

6.7 

Sugar & honey 

6.1 

7.7 

6.0 

5.6 

7.4 

Tea 

44.0 

58.5 

113.5 

.40.3 

53.5 

Tobacco 

22.4 

27.0 

35.2 

36.0 

29.6 

Oilseed cakes etc. 

2.9 

J3.7 

8.8 

6.5 

12.8 

IVanuts green 

2.8 

9.8 

8.2 

— 

— 

Crude animal & vegetable materials 

8.1 

12.7 

11.2 

11.7 

8.7 

Leather and leather manufactures 

16.5 

26.6 

28.1 

25.0 

37.; 

Cotton textiles, woven 

7.6 

29.1 

30.0 

33.0 

42.2 

Jute manufactures 

3.3 

2.7 

4.8 

5.4 

4.6 

Silver unwrought 

58.8 

65.6 

13.3 

31.2 

11.9 

Clothing 

10.9 

28 3 

29.5 

27.2 

43.5 

Total (including others) 

237.1 

355.1 

383.5 

322.1 

365.8 


Source : Department of Trade. 


Pathakera, Seetalpur, Dhemonain and 
Moonidih (£9,5m). 

British investment in India, which start¬ 
ed with something of whimper in the days 
of Aurangzeb, did not go out with a bang 
in 1947. In fact, it continues to domi¬ 
nate foreign investment in India—35.5 
per cent in 1974, much of it in the core 
sector. A jolly good show, really be¬ 
cause throwing out the baby with the 
bathwater has never been considered an 
altogether brilliant idea. 

In terms of assets, the two largest Bri¬ 
tish companies operating in India are the 
Imperial Chemical Industries (1C1) and 
Hindustan lever Ltd, an affiliate of Uni¬ 
lever. 

Good Work Done 

The ICI which has been in India since 
1935 has done a lot of good work in that 
it has several “firsts" to its credit. Per¬ 
haps its most impressive *'first" was the 
development of the market for polythene 
which it was the first to produce in India. 
Similarly, in paints too, ICI did pioneer- * 
ing work and is currently likely to pro¬ 
vide anti-corrosive paint for such diverse 
objects as Jaguars, oil drilling equipment 
and fertiliser plants. 

Amongst ICPs subsidiaries in India are 
Indian Explosives Limited, Chemicals and 
Fibres of India Limited, The Alkali and 
Chemical Corporation of India Limited, 
and Crescent Dyes and Chemicals Limit¬ 
ed. ICI also has a 50 per cent partner¬ 
ship in Atic Industries Limited, which 
has a turnover of Rs 45 crores and fixed 
assets around Rs 18 crores. The company - 
makes dyestuffs. 

The authorised capital of Indian ex¬ 
plosives is Rs 35 crores and turnover 
Rs 86,97 crores. The company is engag¬ 
ed in the manufacture of (as the name 
suggests) explosives at Gomia in Bihar 
and (as the name does not suggest) of 
fertilizers at Panki in Kanpur. The com¬ 
pany has received a licence for expand¬ 
ing its capacity at Panki to 675,000 ton¬ 
nes of urea and 411,000 tonnes of am¬ 
monia. The total cost of this expansion 
is Rs 92 crores. 

The Alkali and Chemical Corporation, 
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too, has programmes for expansion. It 
has applied for licenses to manufacture 
150 tonnes of synthetic pyre thyroids as 
also bulk drugs. The cost of this will be 
about R$ 20 crores. 

Crescent Dyes and Chemicals also have 
plans for expansion and have applied to 
manufacture methyl chlorosilanes and so¬ 
phisticated silicone products at a total 
cost of about Rs 13 crores. 

Hindustan Lever, which is the other big 
company, has to its credit a remarkable 
achievement which is not very common in 
India—it is a highly research oriented 
company. In fact, its new Chairman is 
himself an R and D man which under¬ 
scores the importance which the company 
attaches to research. 

Levers in India have been very success- 
ful in upgrading forest oil to cocoabutter 
Tabu TV 

British Aid to India 



£ 

Million 

Rs 

Crores 

1975-76 

80.6 

145.5 

1976-77 

93.6 

168.9 

1977-78 

105.2 

189.9 

1978-79 

135.0 

243.7 

1979-80 

120.7 

217.9 

(pi ovisionul) 



18.05) 


substitute. This high technology activity 
has also been adopted by Cadbury's for 
export purposes. The point to note from 
Hindustan Lever's performance is that 
high technology activity need not neces¬ 
sarily be confined to areas such as the 
manufacture of rocket or nuclear power 
stations. 

Nothing emphasises this more than the 
success of the company in developing a 
high growth nutrient Spray which en¬ 
ables plants to convert sunlight into car 
bohydrates—photosynthesis, that is- 
more efficiently. Hindustan Lever also 
have a project at Haldia in West Bengal 
for the manufactuie ofSTPP which is a 
raw material for manufacture of detergent. 

The above two companies are only 
illustrative of the activities of British 
companies in India and the results of 
British investment in the country. Amo¬ 
ngst the other names which are almost 
household names in both countries are : 
English Electric, Ashok Leyland, Dunlop, 
Metal Box, Glaxo and Guest Keen and 
Williams, just lo name a few. 

Between 1957 and 1979 the total number 
of industrial collaboration agreements bet¬ 
ween Indian firms and British companies 
numbered 1,345 against 1,094 with US 
companies, 998 with German companies 
and 496 with Japanese companies. This 
has resulted in several ‘‘firsts" for India 
such as bicycles, automobiles, civil and 


military aircrafts, first army tank, first v 
naval frigate, the first major oil pipeline 
and India's first heavy vehicle factory, , 
In some areas collaboration with Brit* 
ain has taken the form of a “package** 
consisting of technical assistance and can* 
sultanries as a background to the sale of 
sophisticated equipment subsequently to, 
be produced in India, The most recent 
example of this is the assistance bein & 
provided by the British National Coal 
Board to Coal India Limited towards 
India's programme of modernisation of 
its coal industry The Heavy Fngincer* 
ing Corporation has also entered into an 
agiccnient with Ransom and Rapier for 
the supply of equipment as also has the 
Mines and Mctais Corporation wjihDow- 
ty for the same purpose. M AMC has also 
entered into an agreement with Anderson 
Strathclyde for the supply of coal mining 
equipment and Jcssops have contracted 
with Gulhck Dobson for the supply of 
roof supports. The National Thermal 
Power Corporation are collaborating with 
British Fiectric International, a public 
sector company and Hindustan Aeronau¬ 
tics with British aerospace and Rolls 
Royce. * 

The above constitute just a few exam¬ 
ples of Tndo-British economic coopera¬ 
tion and it is hoped that during the 1980s 
the possibilities for such collaborations 
will increase. 


British Companies Active in the South 

S. Viawanathan 


,JBriusii companies have been quite active 
in South India. The growth has been on 
traditional lines : initially the British con¬ 
centrated on plantations. A number of 
tea, coffee and rubber plantations still be¬ 
long to British interests. Parry and Com¬ 
pany and Binnys had their beginning as 
trading companies some two centuries 
ago. Then came the interest in textiles. 
Buckingham and Carnatic Mills were set 
up over a hundred years ago. Industrial 
activity diversified into engineering lines. 
Simpson and Company had its beginning 
pome 140 years ago. It was set up as an 


engineering workshop to produce coaches. 

Thus upto the time of Independence, 
there were a few British companies. All 
these by and large were engaged in tradi¬ 
tional lines of activity like textiles and 
engineering. The initial years after in¬ 
dependence saw a vast expansion in indus¬ 
trial activity. A number of units were 
set up to manufacture diversified products 
mostly engineering and again mostly in 
collaboration with British interests. A 
number of engineering companies were 
acquired by Mr Anantharamakrishnan 
and brought under the Simpson Group of 


companies, later to become Amalgama¬ 
tions Limited. This included diverse inte¬ 
rests: The parent unit, Simpson and Com¬ 
pany, set up facilities for the manufacture 
of diesel engines; Addision and Company, 
another old unit of the group, took to the 
production of a wide range of twist drills; 
foundry capacity was set up at Shardlow 
India Limited; the production of automo¬ 
tive and industrial pistons was taken up 
at India Pistons. The group also set up 
facilities for the production of paints. 
And all these activities comprising a good 
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portion of Amalgamations* were built in 
OolUboration with British interests. 

About the same time another busint >s 
leader of the South, A.M.M. Murugappa 
Chet liar* with the help of A. Ramaswamt 
Mudaliar who had excellent contacts with 
British industrial leaders, set up another 
rich complex of light engineering indus¬ 
tries largely hovering aroun.l the bicycle 
Thus came T1 (‘ycles of India, set up in 
collaboiation with Hercules Cycle and 
Motoi Co whithlatci amalgamated into 
Raleigh Cycle Industries of UK; Tube 
Products of India, to manufacture ERW 
steel tubes and sled strips; Wright Saddles 
of India, Tl Miller . 

The contacts developed by the engineer¬ 
ing industries with the UK were helpful 
in a faster spread of the automotive in¬ 
dustry in and mound Madras Ashok 
Lcyland was set up in 1956 for the pro¬ 
duction of heavy commcnial vehicles; in 
collaboration with British J eyland. This 
further triggered the growth of ancillary 
industries I nnorc F oundries was set up 


largely to meet the ferrous and non-fer¬ 
rous castings required by Ashok Leyland 
initially, and other large industries subse¬ 
quently. Standard Motor Products of 
India set up facilities for the manufacture 
of passenger cars. Rane (Madras) Limited 
set up facilities for producing tie rod 
ends, steering assembly etc. Thus Rane 
Group is a rich complex of automobile 
ancillaries which included Engine Valves 
which grew into a large manufacture of 
valves foi automotive engines; Rane 
Brake I inings; Jonas Woodhead to manu¬ 
facture leaf springs All these units have 
collaboration with British companies. 

Another rich complex of automotive 
units was set up in the Sixties by the well- 
known house of TVS; in collaboration 
with UK’s Dunlop, TVS set up Wheels 
India to produce wheels for commercial 
vehicles; with Joseph Lucas, it set up 
1 ucas-TVS to produce a wide range of 
electrical equipment; Sundaram Clayton 
in collaboration with Clayton Dewandre 


and with Girling Limited for producing* 
braking systems. 

Another old company well-known in 
the South was Crompton Engineering 
Company which was engaged in power 
transmission work. Best and Company 
was manufacturing a number of items: 
electrical motors* dynamos, starters,... 
These merged into the Best and Crompton 
Engineering Company and is one of the 
leaders in this line of activity. 

Another leading industrial magnate of 
South K. Eswaran with his uncle K.R. 
Sundaram set up another rich complex' 
of units. This included EnUcld India 
Limited which manufactures motor cycles 
and Villiers engines in collaboration with 
British companies; and Hackbridge 
Hewttic & Easun which manufactures 
transformers; Easun Group has also colla¬ 
boration with Ottermill to manufacture 
switchgears. Recently the Easun Group 
set up a unit in collaboration with Rey- 
rolle Parsons of UK for the production 
of relays. Already the well-known 
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^British company, English Electric Co., a 
leader in this field has a large manufac¬ 
turing unit in Madras city. 

Apart from engineering, there are also 
other odd assortments of units having a 
rich product-mix. This includes Dunlop 
India Limited which manufactures auto¬ 
motive tyres and tubes, London Rubber 
Company which manufactures condoms. 
ITC has a unit at Guntur in Andhra 
Pradesh where leaf tobacco is procured 
and processed; a unit at Bangalore for 
gfrth e manufacture of cigarettes; a unit at 
r^Tiruvottiyur in Madras for printing as 
also a hotel in Madras. 

Thus British interests account for a pre¬ 
dominant portion of industrial units set 
up with foreign collaboration in the South, 
especially in Tamil Nadu. The tradi¬ 
tional reluctance of the industrialists of 
this region to go in for a large degree of 


public participation and" the propensity to 
keep control within family has lead to a 
number of these units offering majority 
equity shareholding to the British part¬ 
ners. ThusAshok Leyland, Lucas-TVS, 
to cite a few, continue to leave majority 
participation to the British partners. 

Unfortunately quite a number of the 
British collaborated units have not kept 
pace with the vast technological changes 
that are taking place elsewhere notably in 
the United States, West Germany and 
Japan. Perhaps the limited size of the 
Indian market for the automotive industry 
did not justify large scale investments 
needed to catch up with such advanced 
technology. Again perhaps the nature 
of majority participation had not been 
conducive to initiative on the part of 
Indian counterparts to take to research 
and development work on their own. 
Thus for over two decades there was little 


r re?*''irjii 
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RAD activity in such large and write 
known engineering companies like A$hd¥; 
Leyland, T1 Cycles of India, Lucas-TVS^ 
which are leading among the collaborali^l 
industries. There had been little atteb|| 
tion in regard to switch over to-'eaf|jg|iB 
saving or material saving technolO||<M 
For instance, the Japanese adapted 
quickly to cold forging, metal T6rafi|te 
technology from traditional metal-cufctiflgp 
technology which meant a sizable saving 
in material consumption apart from -\4* 
vast increase in productivity; but British 
units were still content to persist with., 
metal cutting techniques with its inherent; 
high cost element. V 

Among the aid-giving countries, Britaihl 
is on the top. It. could concentrate on 
dovetailing its aid to technical assistance: 
programmes with a view to improving 
skills on such latest developments that 
are highly relevant to the Indian milieu. 


Cooperation in the Aerospace Industry 

Although the first heavier-than-air machi¬ 


nes in the Indian skies were on commercial 
employment, the bulk of aircraft operat¬ 
ing m the country during the twenties and 
thirties adorned military markings. The 
small number of Royal Air Force Squad¬ 
rons were joined by a flight of Indian 
Air Force Wapitis in April 1933 and a 
variety of elderly bi-planes of an earlier 
era manfully carried the responsibility of 
an Indian presence in the air till the early 
years of the Second World War. 

The Indian Air Force acquired British- 
uilt Lysanders, Hurricanes and Spitfires 
and operated them in close co-ordination 
with the similarly equipped Royal Air 
Forcedn Eastern India and Burma. After 
the war, Britain supplied Tempest II 
fighter-bombers but with the advent of 
Independence, the Government oflndia 
wisely decided on a major expansion of 
the nascent aircraft industry at Bangalore 
to meet the future* expanded needs of the 
country. 

Within a few months of the country's 
independence, Hindustan Aeronautics 
^Limited had begun the assembly of Perci- 


val Prentice basic trainers under British 
licence to meet the needs of the Indian 
Air Force. Over 60 Prentices were pro¬ 
duced from April 1948 whilst also nearly 
150 Tiger Moth trainers were refurbished. 

India also planned to catch up with the 
far larger air forces of the West and con¬ 
cluded a licence-manufacturing arrange¬ 
ment with De Havilland Aircraft for the 
Vampire fighter in March 1950. This was 
the beginning of a long and active rela¬ 
tionship between HAL and the British 
Aerospace industry with well over 300 
Vampire fighters and advanced trainers 
produced till as late as i960. 

Negotiations began with Folland Air¬ 
craft and Bristol Siddelcy for licences to 
manufacture the Gnat and its power 
plant, the Orpheus 701, in India. By 
September 1956, the contracts were con¬ 
cluded and first example of this unique 
light weight fighter was flown at Banga¬ 
lore in November 1959. HAL was to 
produce over 200 numbers of this success¬ 
ful light fighter over the next 15 years 
and further develop an improved variant, 


the Ajeet, whose production continues 
even today. 

An engine factory w&s established as 
part of the HAL Bangalore complex in 
1959 and progressively manufacture of 
two British designs, the Orpheus 701 and 
Rolls RoyccDart RDa7 began soon after. 
Decision on the manufacture of the, than, 
Avro 748 transport was forthcoming and 
the fine Series 1 aircraft flew at Kanpur 
in November 1961, very soon after 
the first flight of the aircraft at 
Manchester. Orders were progressively 
forthcoming, both from the Indian Air 
Force and Indian Airlines and nearly 80 
aircraft have since been built and delive¬ 
red. Follow-on requirements for a variant 
of the 748 are under review and could 
extend the production of this versa¬ 
tile transport aircraft well into the 1980s. 

The Engine Division of HAL has achie¬ 
ved a high indigenous content in the Dart 
and Orpheus engines and some items, such 
as*air intake casings and bearing housings 
have been exported to Rolls Royce toge¬ 
ther with Orpheus turbine blades. 

In a major effort to achieve self-suffi* 



justmwamm 


1147 


NOVEMBER 21, 1980 





Housewives! 


Hero's the answer to all your cleaning problems 



TEEPOL 

multi-purpose liquid detergent 


TEEPOL—a world-dees product 
used by women tbs world over 


Teepol is a quality detergent 
formulation of Shell 
worldwide which NOCIL 

i e Mafetinl Shed 
Jompany) now brings 
to Indian housewives 



TEEPOL-cute \ 
instantly 

Due to its powerful 
detergent action Teepol 1 
wipes out every trace 
of grease It cleans 
twice as well with half the effort 



TEEPOL- drives dirt out fester 
Teepol being e liQuid detergent 
^ ^.dissolves instantly m 
water So you can $ta 
washing up whatever 
you want right away 



TEEPOL—saves you money 
Teepol is concentrated You need to use 
only a little to do • great cleaning job. 

TEEPOL— the versatile cleanser 
It is the one liquid detergent that 
does the job of many It cleans til eat 
bodies jars windows mirrors 
woodwork carpets furnishings, 
dishes cutlery ovens sanitary 
ware end floors 



A little Teepol does * 
lot of cleaning. 


0 


Marketed by 

NATtOIIA DMAMC CHEMtCM. 

miMisTJttf s muted 

•Millet Centre Nvumk fetal BmberSM B2t 


CHA1THA-MOC-1 ti 




Superior quality Telex and 
Teleprinter rolls—fiom 
Kores. Tight-wound for 
smoother running. Made from 
tha finest quality Creamwove 
paper. To give you clean and 
clear impressions. 

Parchment tape rolls from 
pure vegetable parchment 
paper—to ensure burr-free 
punching. 

Telex rlbbona in superfine 
cotton fabric—for all telex 
models. 


THE Your guarantee of s 

EXCEPTIONAL good impression 


■cores 

QUALITY. 



Korea (India) Limited 
Post Box No. 6658, 
Bombay 400018 

Branchai all over Indite 
Ow&MiaM 


a* 


IMP 





ciency in the supply of aircraft accessories 
and instrumentation, HAL's Accessories 
Division was initiated at Lucknow in 1969 
the principal items under manufacture 
being hydraulic fuel and air-conditioning 
systems, instruments and avionics, tyres 
wheels and brakes and ejection seats, a 
large proportion of these being under 


licence of various British manufacturers 
including Dunlop Dowty and Martin 
Baker. With the induction of the Jaguar 
strike fighter for the Indian Air Force and 
the licence-production of this advanced 
weapon system planned at HAL, coope¬ 
ration between the Indian and British 
aerospace industries continues into the 


Indo-Britiih Relation* 

eighties. Whilst HAL's Aircraft Division, 
at Bangalore is responsible for the 'alf^ 
frame and final assembly of the Jaguar*/;; 
the Adour engines will be built by 
Engine Division, with the Accessories?" 
Division contributing the advanced equips 
ment and avionics. 


The Economics of British Raj 

H. N. Goswami 


The arrival of English power was heral¬ 
ded in 1600 when the East India Com¬ 
pany was allowed by Emperor Jehangir 
to establish a trading post at Surat, the 
chief port of Western India. Initially the 
Englishmen occupied themselves with 
their “quiet trade” in the country. It was 
the Battle of Plassey (1757) which paved 
the way to the British traders’ entry into 
the political arena of India—followed by 
nearly 200 years British rule. Though 
^the British connection with India was a 
small chapter in the centuries-old his¬ 
tory of India still we cannot ignore the 
strong influence left on Indian Society by 
the nearly 350 years of British connection 
as well as 200 years of English rule. 

According to Dr D.P. Borooah, '‘The 
British impact on India in its multiform 
aspects reveals a mixed picture.” It could 
not be a wholly edifying record for the 
simple reason that ‘imperialism is not 
philanthropy.’ But Britain’s greatest 
contribution was to create the political 
- as well as administrative unity of India 
1 which was formerly more in the nature of 
a 'geographical expression’. With the 
achievement of political freedom, altho¬ 
ugh regrettably marked with a division, 
Indian nationalism registered its greatest 
truimph of the era of the struggle for free¬ 
dom. As Pyarelal put it, it was a 'unique 
event in the history of Indo-British rela¬ 
tion.' 

Indian economy before the advent of 
the British was primarily an agrarian eco¬ 
nomy with its inevitable low productivity 
which permitted accumulation of capital 
^only at a very slow rate. Opinions have 
been expressed that left to herself, India 


could possibly have gradually switched 
over to the stage of industrial capitalism 
through normal processes of development 
perhaps with the help of some catalyting 
agent. But it is an established fact that 
without the British impact the economic 
changes in India would not have been so 
vast and rapid. Yet it deserves to be 
noted that the British prohibitory duties 
and decrees caused a ruination of Indian 
textile industry. Despite heavy odds, 
Indians could develop the cotton textile 
industry on modern times due to their 
own efforts and 15 new mills were started 
between 1870 and 1875, British industria¬ 
lists were, of course faced with a dilemma 
—Lancashire cotton manufacturers were 
interested in resisting the development 
of cotton textile industry in India whereas 
the British manufacturers of textile machi¬ 
nery were naturally interested in promot¬ 
ing their own exports. The Government 
of India imposed a duty of five per cent 
on all cotton goods imported to India. 
But in the name of free trade, its repeal 
was demanded on the ground that it was 
‘Contrary to sound commercial policy.’ 
Thus the cotton duty came to be repealed 
evidently on Lancashire manufacturer’s 
demands. This act of British Government 
was certainly indefensible, particularly 
when the countervailing excise duty upon 
cotton goods manufactured in India was 
retained. 

Except for the cotton and jute indus¬ 
tries, India did not have any manufactur¬ 
ing industry worth the name till the begin¬ 
ning of this century. But during the 19th 
century itself, British enterprise was direc¬ 
ted to export-oriented industries like jute, 


tea, coffee, rubber, indigo and mining ; 
industries. Foreign capital flowed into r 
the banking sector also. The establish¬ 
ment of cotton and jute mills and the ! 
development of the tea plantations on ■ 
industrial lines stimulated the develop** 
ment of the engineering industry. The 
Industrial Commission of 1928 reported 
that 70 engineering workshops connected 
mainly with railway construction operated 
at (hat time. 

The introduction of the railway system 
was one of the major achievements of i 
British, it was the harbinger of modern 
industry in India. 0 The objectives of : 
developing railways was partly military, 
partly economic and partly commercial. 
Whatever might have been the objective, i 
the railways have been of great benefit to 
India. Around the railways there deve- : 
loped a coal and iron industry. The rail- , 
ways transformed things and even more 
so, the people. The railways revolution!- , 
sed the thinking of the people, created an 
all-India market, started the process of i 
economic integration of the country and 
gave to her the begining of political unity. 

It was not the interest of the British, 
however, to encourage the development 
of industries in India clashing with British 
interests at home. Thus, basic industries 
like iron and steel, chemicals and machine¬ 
making were not encouraged because 
these would have clashed with the inte¬ 
rests of British exporters and manufactu¬ 
rers. Thus, in real sense India be¬ 
came an agrarian and raw material 
appendage of Britain. Government 
policy led only to a spotty industrialisa¬ 
tion both in amount and kind before in- 
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. ,. Merino 

the world's most wanted sheep 






is also our most valuable asset. 


At OCM, quality is what we 
value most. And perfection is 
what we look for—even in the 
sheep we choose 
That's why. we pick only pure 
Merino wool which has long, 
extremely fine and beautifully 
crimped fibres 

These Merino wool fibres are 
ideal for being closely woven 
into the finest fabrics by the 
Worsted system. Because this 
highly advanced method can 
only be used when the fibres 
are fine, long, and closely 
crimped 

OCM also uses the Worsted 
system. To manufacture 
woollen fabrics which are 
smooth, soft, crisp and resilient 
With a 'friendly' feel and fall. 
For suitings with well-defined 



weaves and perfectly designed 
patterns. In classic colours 
And OCM is well-equipped to 
ensure this. With meticulous 
men whose involvement m 
research, development, 
production and quality control, 
is perfectly matched by the 
efficiency of OCM s modern 
machines. 

As a result, suitings from OCM 
India Limited are not just 
elegant and comfortable, but 
also very strong and longer 
lasting. In fact OCM's range of 
suitmgs has a 50% higher 
breaking strength standard than 
the one set by International 
Wool Secretariat 
And that’s just one of the ways 
to make sure that OCM s range 
of suitings stays a few metres 
ahead. 
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tytependence and therefore* the economic 
impact of British rule was on the whole 
damaging and harmful to India. 

The extent of economic exploitation 
made by British colonial rule can be poin¬ 
ted out distinctly by referring to the ‘Home 
charges'. The home charges constituted 
a financial device whereby Indians were 
made to pay for their own subjugation 
and the extension of British Empire in 
India. When the traders of East India 
Company became empire-builders, they 
increasingly turned to the home Govern- 
1 ment for loans to get over the insuffi¬ 
ciency of revenues. These loans were 
accumulated as a debt owned by (he Com¬ 
pany to the British Government on which 
interest was duly charged. This was an item 
of the home charges. Expenditure incur¬ 
red in London on the administration of 
Indian affairs, was also an item of home 
charges. There coukl hardly be any doubt 
that the home charges did constitute a 
drain on Indian resources. 

When the Company ‘Raj’ was abolished 
in 1858, the Indian people were required 
to assume the debt of 69 million pounds 
to England and repay the shareholders of 
their company their capital investment. 
As Jawaharlal Nehru wrote: ‘Thus, India 
had to bear the cost of her own conquest 
and then of her transfer for sale) from the 
East India Company to the British Crown, 
. .and for her defence'. In the words of 
Romcsh Dutt, “the empire was transfer¬ 
red from the company to the crown, but 
the people of India paid the purchase 
money.” 

Economic Drain 

Thus, after 1858, the home char¬ 
ges were draining money from India and 
the public debt continued to mount, A 
sum of 40 million pounds was added to 
the debt as the cost of suppressing the 
‘rebellion’ of 1857 and by 1900, the Indian 
debt stood at 224 million pounds. And 
by the time of Queen Victoria’s demise 
the home charges amounted to 16 million 
pounds. It was a terrible economic drain. 
It is interesting to note that the cost 
of the Burmese and Afghan wars, of the 
military expedition to Abyssinia (Ethiopia) 
in 1867, and even the expenditure incur¬ 


red on entertaining the Sultan of Turkey 
in a Ball dance at the India office were 
charged to the Indian revenue. 

When India became independent, the 
British private capital constituted the pre¬ 
dominant part of foreign investment al¬ 
though a sum of Rs 13,500 million of 
British Capital transferred from India to 
England between August 1942 and July 
1948. Jawaharlal Nehru in the book 
Whither India (p. 19) wrote in 1933: “If 
an indigenous Government took the place 
of the foreign Government and kept all 
the vested interests intact, this would not 
even be the shadow of freedom.” Inde¬ 
pendence called for national reconstruc¬ 
tion in the interests of the people of India 
and inevitable readjustment of economic 
relations with Britain, There was grow¬ 
ing agitation in favour of Indianisation 
of foreign firms. In 1947 there were only 
451 Indians in foreign firms drawing 
Rs 1,000 or more per month, against 5,507 
non-Indians. In recognition of the new 
reality, by 1952 the number of Indians 
had reached the total of 2,317 against 
i f 154 of non-Indians. 

* w 

Cause of Poverty 

Thus the cause of the Indian poverty 
in the British Colonial rule was due 
to basically two reasons. First, over 
taxation and the ‘drain* of wealth from 
the country. This had to be admitted by 
a member of the British Parliament while 
taking part in the debate on the Indian 
Independence Bill. He remarked: “The 
high standard of life the British people 
enjoyed in years gone by was due in part 
to the great things that came out of India, 
worked for by the Indian people at incre¬ 
dibly low standard of living themselves.” 
Second, the inherent social structure of 
Indian Society, i.e., caste regulations and 
the conservatism of peasantry which made 
rural prosperity unattainable. If after 
more than 300 years of association with 
Britain and about 200 years of British 
rule (including the company’s), the caste 
system remained and certain people were 
regarded as untouchables and to that ex¬ 
tent economic development of the country 
was held back, the system that permitted 
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their continuance or suffered then) 
exist should receive its share of btami* <H 
The greatest contribution of Englr 
Colonial Rule was to create the admi 
trative unity of the country. It is an ill 
doubted fact of Indian History that ft 
the first time the British had created 
Indian Empire extending from 
in the north to Cape Comorin in 
south and from Baluchistan in the we#| 
to Assam (Sadia) in the east. The 
nomic disunity of India, based on disOl* 
ganised though self-sufficient rural etxSh??| 
nomy, was broken transforming Iftdfal;|j 
into a single economic unit with the intro^ 
duction of capitalist forms of develops t 
ment. ‘1 


Agents of Change ; 

Thus, the British had acted a4| 
agents of necessary changes. Creation 0$f 
such a political and economic unity with* j 
in the orbit of imperial interests entitle^ 
the Britist to the credit of bringing | 
economically disunited and politically 
organised people under one political 
gime and a single economic system. But f 
the fact remains that British achievement s 
was very nearly destroyed by partition.^ 
The basis of Indian national!!was lard; r 
unconsciously perhaps, by the BritishJ 
rulers, Lala Lajpat Rai, an eminent^ 
leader of the national movement and t’| 
left nationalist, while referring to tffe jj 
foundation of nationalist movement, saidtjf ■ 
‘The methods of the English Government; 1 
in India, their educational system, theit; 
press, their laws, their courts, their rail? 
ways, their telegraphs, their post offic^ J 
their steamers, had as much to do with it.! 
as the native love of country.” 


Indian nationalism began to crystallise. 
in the 1870’s and 1880\s in the background 
of Lord Lytton’s restrictions on the; 
Indian language, press, arms act impos¬ 
ing severe limitations on Indians from 
carrying arms, insult to the nationalist 
opinion and discriminations in matters of 
appointment. Mass unrest was there, as 
evidenced by the peaseui movements, and 
, strike actions of the industrial workers in 
different cities like Bombay and Madras. 
Restrictions on Indian industries ami 
abolition of import duties on British teX- 



v EASTERN ECONOMIST 


NOVEMBER 2J, 1980 











































ales caused resentment among Indian 
industrialists. Thus numerous grievances 
were there on the eve of the foundation 
of the Indian National Congress in De¬ 
cember 1885. 

A retired civilian, Allan OctavianHume, 
was mainly responsible for organising 
such an All India political organisation. 
Gopal Krishna Gokhale paid glowing tri¬ 
butes to Hume, for bringing together men 
of “enlightment and patriotism from the 
various parts of the country for a com¬ 
mon cause. The nationalistic feeling gra¬ 
dually started to begin with the passing 
of days. Gokhale in his presidential ad¬ 
dress at the21st National Congress severly 
criticised the British Government in 1905 
for its utter contempt for public opinion, 
its arrogant pretensions to superior wis¬ 
dom, itvS reckless disregard of the most 


cherished feelings of the people, the 
mockery of an appeal to its sense of jus¬ 
tice, its cool preference of service interests 
to those of the governed.. .This was 
the period of 'Swadeshi* movement, a 
movement to boycott foreign goods. The 
Calcutta session of Congress in 1906 dec¬ 
lared for the first time ‘Swaraj' or self 
Government as the aim of tho Congress. 
'Swaraj' was the objective to be attained 
through ‘Swadeshi, i.e., boycott of foreign 
goods, promotion of indigenous indus¬ 
tries, and national education. Later 
Gandhiji spread the nationalistic feeling 
in all the corners of the country through 
non-coopcration and civil disobedience 
movements and finally, it reached its 
peak with the‘Quit India' movement of 
1942. 

There is hardly any doubt that Western 
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education through the medium! of EngU$&^ 
helped Indian Nationalism in its struggle } 
against foreign rule. The English 
catcd intelligentsia who provided the leR* $ 
dership to the nationalist movement waii 
a product of the educated system creatjptlf 
by British. Though a tiny minority deri* 
ved direct benefits from it, English served ; 
as a window on the West whereby India f 
was brought in touch with the main ctirf ? 
rents of world events. This connection, 1 
no doubt, had tended to provide a proper 
perspective to our national leaders foi 1 V 
bringing about a dynamic social change 
in contemporary India If after assuming 
the reins of power the leadership failed to 
live up to the expectations of the people, 
it is certainly answerable to the nation 
for its various misdeeds. 


Private Sector vs UK Government 

V. R. Bhatt 


An ixiraordinary confrontation is 
taking place in Britain between the Con¬ 
servative Government and its most faith¬ 
ful supporters, the employers in the pri¬ 
vate sector. Mrs Thatcher the Prime 
Minister, heads the most uncompromi¬ 
sing economic right wing regime in the 
Western world dedicated to what the 
private sector had asked for, free enter¬ 
prise with minimum of State controls, full 
scope for market forces, tax incentives 
and checking inflation by reducing public 
expenditure and controlling the money 
supply. What amounts to a declaration 
of war on the Government was announced 
at the annual conference of the Confedera¬ 
tion of British Industry (CBI), thepremier 
private sector organisation on Mrs That¬ 
cher's economic policy of maintaining 
the minimum lending rate and the ex¬ 
change value of the pound at so high 
a rate as to make credit and investment 
exorbitantly costly and exports uncom¬ 
petitive. 

At the end of the CBI conference on 
November 12 its Secretary General, Sir 
Terence Beakett, challenged the Prime 
Ministei and her colleagues in these 
words : "We have to take the gloves off 


and have a bare knuckle fight with the 
government for some of the things wc 
have got to do to save private industry 
from destruction.. .You better face the 
brutal fact that the Conservative Party 
is a rather narrow alliance. How many of 
them in Parliament or Cabinet have 
actually run a business. This matters. 
They do not all understand you. They 
are even suspicious of you. What is worse 
they don’t take you seriously". Sir Ter¬ 
ence warned that unless the Government 
policies on keeping interest and exchange 
rate of the pound high were changed Bri¬ 
tain "would face inexorable and miser¬ 
able decline and an Eastern European stan¬ 
dard of living." Curiously he re-echoed 
the criticism made in moderate Labour 
circles that in trying to cheak inflation 
"we must be careful not to destroy too 
much of our indutrial capacity. Otherwise 
we can win the battle against inflation 
but lose the war for prosperity." 

(The latest figures show that pro¬ 
duction has fallen five per cent between * 
June and September, that over a hundred 
factories or businesses are closing down 
or reducing operations throwing out over 
one thousand workers out of jobs daily.) 


Sir Terence’s attack, the strongest ever 
made by the CBI on a Labour or a Con¬ 
servative Government, was preceded by 
leading executive# stressing that what 
was wrong with the Government were not 
the aims but the methods adopted to 
achieve them. The most interesting 
link that has not attracted attention in 
mixed economies is the one between 
labour and capital in the private 
sector. It was pointed out at the con* 
Terence that a sound and profitable 
and expanding private sector was 
essential to expand employment and in¬ 
crease wages. The Governments policies 
were working in the opposite direction, 
increasing unemployment by damaging 
private industry. Lord Caldecott, Chair¬ 
man of Delta Matal, feared that the econo¬ 
mic damage from Government policies 
would be so severe as to create unaccep¬ 
table social consequences. The CBI Presi¬ 
dent, Sir Raymond Pennock, referred to 
thousands of people living in fear be¬ 
cause of the recession and Government's 
monetary policy. The number of jobless 
school lea vers would rise from the present 
250,000 to 400,000 next year, he said. 

Sir Michael Edwardes the British Ley- 
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Chairman underlined the link bet- 
.Men the high interest and exchange rate 
|Uld the North Sea oil bonanza. The 
enormous revenues from oil and he big 
' proved reserves had put up the value of 
the pound against forcigncurrencies which 
snakes British exports costly and imports 
cheaper. "If the Government cannot cope 
^ith North Sea oil, they should leave 
the bloody stuff in the ground" he said. 


The President and the Secretary Gene- 
rat were rebuffed by Mrs Thatcher when 
, they met her after the conference. They 
were told there would he no change in 
policy till inflation was controlled. She 
stated that she was not going to be pressuj- 
v ed either by the Trade union sector or 
the Corporate sector. Four big companies 
including Trafalgar House, owner of 
Cunard, have resigned from the CBI in 
protest aganist Sir Terence’s attack on 
the Government but eight new companies 
have joined the organisation. Sir Terence 
claims that the vast majority of CBl’s 
300,000 members support him because 
. "they realise that CBI is speaking for 


British industry". 


This background of the declining pri¬ 
vate sector in Britain under the Thatcher 
: Government has been the setting for ano¬ 
ther extraordinary confrontation which 
exposes the apprehension aroused in 
Western Europe by the landslide victory 
of Ronald Reagan in the American Presi¬ 
dential elction. It has become clear from 
the election analyses that the American 
people turned to him because he won 
their confidence in his policies to light 
inflation and unemployment and restore 
USA’s economic strength and political 
prestige weakened by President Carter’s 
indecisiveness and inconsistency. Mr Rea¬ 
gan's policies of reducing pubhc ex¬ 
penditure and the State role in the econo¬ 
my. cutting direct taxes and strict con¬ 
trols on the money supply arc almost a 
photostat of Mrs Thatcher’s policies both 
inspired by the high priest of moneta¬ 
rism* Dr Milton F riedman. 


A confrontation occurred between Mr 
Edward Heath, Conservative Prime 
Minister in the previous Conservative 
Government, and Dr. Friedman in 


the BBC radio programme on the night 
of Mr Reagan’s election victory. During 
the discussion on Reagan’s economic 
platform Mr Heath turned on Dr Fried¬ 
man and accused him of seeking to re¬ 
peat in America the "catastrophic" eco¬ 
nomic conditions caused by Mrs Thatcher 
in Britain- "You want", he told Fried¬ 
man, "to abolish the American industrial 
base in the same way as is happening 
in Britain". Friedman taken aback could 
not immediately reply but followed with a 
statement a few' da>s later that Heath was 
behaving as President Carter had been. 
,Hc put the blame for Britain’s present 
economic condition on the inflationary 
methods which Itc said Heath had adop¬ 
ted during his Premiership. 

Economic Prospects 

Mr Heath's apprehensions about Ameri¬ 
can economic prospects under Reagan 
are reflected in some West European reac¬ 
tion to the forthcoming change in the 
White House. West Europe so intimately 
interlinked economically and politically 
with the USA would welcome a stable 
dollar and a revived US economy, the 
proclaimed aims of Mr Reagan, but have 
doubts about his policies to achieve the 
results. If he cuts income tax by ten per 
cent each year for three years as he has 
pledged and at the same time sharply 
increases defence spending the consequen¬ 
ces are likely Jo be an increase in the 
money supply and a boost to inflation. 
The arms race that Mr Reagan may preci¬ 
pitate by his rejection of the scheduled 
SALT negotiations and hisaimto increase 
American i.uclcar and conventional, 
striking power in Europe and the Persian 
Gulf, it is feared, will have an adverse im¬ 
pact on world trade and impose greater 
financial bui dens of the European NATO 
allies. The aid from the West to the non¬ 
oil developing nations, considered the 
most promising market for the developed 
world is likely to diminish and further 
slow down development and imports. 

But some believe that election rhetoric 
and promises may get modified in the 
face of reality when Mr Reagan assumes 
office as has happened in many cases 
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before. But this has not happened in ' 
Mrs Thatcher who is determined to 
pursue the monetarist path although it 
has already caused widespread damage 
in the private sector and has raised unem¬ 
ployment to the highest level since the 
depression of the thirties with no pros¬ 
pect of improvement in the near future. 
Where she has had to renege on her 
pledges was where she was forced to by 
rising Government expenditure which 
she has been unable to control despite 
all the cuts made in public expenditure. 
Her promise of cutting income tax stopped 
with her first budget and since then there 
have been sharp increases in indirect 
taxation. 

However the bitter medicine of Mrs 
Thatcher’s policies have had an impor¬ 
tant effect in the country in creating greater 
understanding of each other’s problems 
between the trade unions and the private 
sector. The CBI conference saw the 
employers recognition that unemploy¬ 
ment was bad not only for the unions but 
for them also. The unions on their part 
arc appreciating that companies cannot 
go on if they continue to make losses 
whether from high wages not linked to 
productivity or during recession made 
worse by Government’s policies. The coal 
miners whose strike and stoppage of coal 
supplies to power stations brought down 
the Heath Government have accepted an 
offer of 13 per cent in wage increases after 
having demanded 35 per cent on threat 
of industrial action. The Leyland workers 
have accepted the 6per cent offered by 
the company after they realised that 
their much higher demand might have led 
to the company’s collapse. The CBI 
voted overwhelmingly to support Mr 
Prior, the Employment Secretary, whose 
moderate Industrial Relations Bill had 
been severely criticised in the Conserva¬ 
tive Party including privatly by Mrs 
Thatcher who called him "wet". But 
there still remain important groups of 
workers, the railwaymen, the firemen, 
prison officers and Central and local 
Government employees who have still 
to accept modest increases in line with 
the private sector workers. 
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A GOOD REPORT OF PERFORMANCE 

From the Statement of the Chairman Mr. S. Bhoothalingam 


Ofiei again I am vary happy to present 
row • good report of performance in the 
year ended June *80. As expected, sales 
Sava Increased from 8s. 73.56 crores to 
80.04 Gforee. that Is* by nearly 9%. 
earn the veer before, there were no price 
mortises whatever of pharmaceuticals, 
eno me mereeee in the value of their 
seres is therefore entirety due to volume 
ano mis. The higher turnover however, 
hes had no Impact on profits before 
tea which have remained almost the 
seme ss the previous year, the incre¬ 
ase being only e few lakhs of rupees. 
Considering that throughout the year 
unbar review, the price level went up 
steadily month after month, while the 
promised revision of prices was stead¬ 
fastly postponed, one has to be thankful 
that erosion of profits was not greater. 
8ut it is clear that our capacity to absorb 
cost increases through greater efficiency 
end oroductivity is greatly strained and 
•s encroaching snapping point. Fortuna¬ 
tely however, tax liability for this 
year has been less mainly owing to 
increased capital expenditure, but 
partly due to some tax changes in the 
teat budget. As a result, the net profit 
after tax has actually increased by 
Re. 78 lakhs. This has enabled your 
Directors to appropriate larger 
amounts to reserves, and also recom¬ 
mend e final dividend of 8%, which, 
together with the interim dividend 
already declared, would bring the 
dividend for the year to 16% on the 
total equity capital of the Company 
as Increased by the recent bonus 
issue. The dividend for the year will 
absorb R$. 230.4 lakhs against Rs. 216 
lakhs in the previous year. 



CONTINUING GROWTH IN EXPORTS 

I am happy to say that our export perfor¬ 
mance has further improved. In a year in 
which the exports of drugs and pharma¬ 
ceuticals from the country actually 
declined by 17%, your Company's exports 
have increased by 21% to Rs. 269 lakhs. 
A noteworthy feature Is that a beginning 
has been made in the export of food 
products like Farex and Complan. 

Turning to the problems of the pharma¬ 
ceuticals industry, I have already referred 
to the inordinate delay in permitting price 
increases clearly due to increase of 
material and fuel costs. In view pf the 
pressing need to avoid the emergence of 
a scarcity of drugs, more realistic and 
urgent attention has to be paid to these 
problems. In feet, it has become 
necessary that, until inflation is well 
and truly controlled, price revielon for 
pharmaceuticals should be organised 


on the baeie of formulae which ere 
capable of automatic application. 

We can derive some hope from the new 
industrial policy announced by tha 
government. Both in letter and spirit, this 
policy recognises the paramount need 
for the full utilisation of existing capaci* 
ties, ss well as for encouraging speedy 
growth. The recognition of capacities 
realistically on the basis of capacities 
already installed and the provision for 
automatic growth are most welcome. 
If speedily implemented, these will go a 
long way to revive industrial activity, and 
the industry will be able to respond ade¬ 
quately to the needs of the community. 

INDUSTRIAL RELATIONS 
Negotiations were concluded for long 
term agreements with our workers at 
Worli and Thane. These have since been 
signed. 1 am confident that these agree* 
ments.the terms of which are mutually 
satisfactory, will be implemented in letter 
and spirit. 

The good results for the past year reflect 
the notable performance by the entire 
staff. I am sure you will wish io join me 
in thanking them for their valuable contri* 
bution to the progress of the Company. 

Note: Thh does not purport to be » record 
of the proceedings of the Annuel Generet 
Meeting . For a copy of the Chairmen's full 
statement end the Report and Accounts . 
please apply to the Secretary 

Glaxo Laboratories (India) Umitad 

Registered Office 

Glaxo Laboratories (India) Ltd 

Dr. Annii Daunt Road, Bombay 400 025. 
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Point Of View 


Small-Scale Sector: Modernisation 

Subhash «l. Rele Crucial for Progress 


Small-seal* industries have great potential for growth. It is not 
generally Known that in industrially advanced countries such as the 
USA and Japan the national workforce is employed in small-scale 
industry to the extent of 65 and 83 per cent. Small industries not only 
are better Job creators but also promote technical innovation. In 
India however small-scale industries have not received the right 
impetus- According to a report prepared by a study team of the State 
Bank of India over 40 per cent of the sample examined were started 
without proper feasibility reports. The author believes that there is 
need for restructuring the sector to ensure that units are based on 
a scientific inventory of the natural resources, both material and 
manpower 


Much is made of the tremendous strides 
taken by the small-scale sector during the 
last two decades though during certain 
periods, due to some unavoidable rea¬ 
sons* it has received a setback. Take the 
last few years. Notwithstanding the prio¬ 
rity given to the development of the 
small-scale sector* the growth rate in the 
output of the sector in 1979-80 showed 
a sharp decline to 4.2 per cent compared 
to 12.8 per cent in the preceding year. 
There has been a slowdown in the growth 
of the number of units and employment 
though the potentiality of this sector to 
generate employment and to create 
conditions of self-reliance and import 
substitution is well realised. 

Many advantages arc quoted as stem¬ 
ming from the setting up of small-scale 
industries. We are told that they help 
to decentralise industries, make optimum 
use of scarce resources, keep a rein on 
cost-push inflation and slow down the 
concentration of economic power in a 
few hands. Another great avi van tape with 
small-scale industries is that they can 
turn out consumer items of immediate 
need without any gestation period as hap¬ 
pens in setting up large-scale units. 
Since the small-scale sector is unorganis¬ 
ed and theieforc availability of data acts 
as a veritable constraint* ir is difficult to 
quantify the advantages accruing to the 
small-scale sector. One thing is clear 
that the small-scale units enable more ef¬ 


fective utilisation of local resources, 
manpower and skill. 

It is argued that the small-scale sector 
plays a vital role by finding high employ¬ 
ment opportunities at comparatively 
low capital investment. Not many are, 
however, aware that the growth of in¬ 
vestment in the small-scale sector in 
India is exceedingly poor. Eighty three 
per cent of the units employ less than 
Rs 100,000 by way of investment and 67 
per cent do not exceed Rs 50,000. Obvi¬ 
ously, the scope for expansion or diversi¬ 
fication is limited with such a low capi¬ 
tal base. Some rationalize that this was 
one reason why it has not been able to 
exploit the full potentialities for growth, 
nor has it fulfilled the expectation of 
serving as a powerful instrument fot 
developing locally available natural re¬ 
sources of each area and enlarging op¬ 
portunities of employment or self-employ¬ 
ment for local people. 

An often overlooked fact is that even in 
industrially advanced countries, the small- 
scale sector absorbs large employment. 
In the USA it provides employment to 
65 per cent of the national work-force 
whereas in Japan the percentage is 83. 
They tend to be not only better job crea¬ 
tors but better promoters of technical in¬ 
novation. A recent study published by 
MIT shows that in the USA, 88 per cent 
of new jobs between 1969 and 1976 were 
provided by small business. Similarly, 


it has been established by the American 
National Science Foundation that small 
units come up with four times as many 
innovations per R and D dollar spent on 
medium units and 24 times as many as 
big units. 

An entrepreneur, whenever he starts, he 
starts on a small scale—a large-scale unit 
is not possible at the outset. It is the 
person at the helm of a small enterprise 
that matters. AH other resources of the 
enterprise are inanimate. Normally, he 
is a person with a lot of guts. He takes 
his decisions alone or may be with the 
help of a partner. He is required to 
waste his energies and lime on lots of 
trivial, unproductive problems, sometimes 
growing to alarming proportions with 
the result very little time is left for him 
to devote himself to essentialities. He 
has to confront not less than 120 laws 
and inspectors of various hues. He has 
hardly any time to read these laws, let 
alone understand them. 

Vital Shortcomings 

It has been observed that an entrepre¬ 
neur has mastery over one field of activity, 
either production or sales, besides having 
working acquaintance with the other 
departments of his business. What he 
lacks is a string of executives, each ex¬ 
pert in his ownlield that the chief exe¬ 
cutive of a big company can command. 
Being small, he lacks the resources and 
the in-built strength of big business to 
survive the impact of the fast changing 
environment. Small wonder his enter¬ 
prise is vulnerable to any crisis—financial, 
commercial or technical. 

The President of the Federation of 
Associations of Small Industries in a re¬ 
cent statement has disclosed that 60 per 
cent of the small-scale units are sick. 
With about 3.5 lakhs registered units in 
the small-scale sector, the number of sick 
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uikitft work out to an amazing figure of 

2*1 lakhs. Thus, the myth that the small* 

| scale sector has been doing well is ex¬ 
posed once more. An economist recently 
asserted that launching a small venture 
is something like launching a journey 
into space. The big hurdle is at the im¬ 
plementation stage when the plan is being 
translated into practice. Labour pains 
at this stage can be severe. Sufficient 
advance preparation can help prevent 
these ventures coming to a sorry end. 

Feasibility Studies 

The report of the Study Team of the 
State Bank of India which examined the 
difficulties and problems of the small- 
scale sector, found that over 40 per cent 
of the sample of the small-scale units ex¬ 
amined by the team were started without 
any feasibility study and detailed project 
reports and such reports as were prepared 
and submitted by the sponsors to the 
banks were offered more as a device to 
obtain finances rather than as guide to 
future] operations. The preparation of a 
competent project report and feasibility 
study involves a detailed study of the 
market for the product and an assess¬ 
ment of current supply and demand posi¬ 
tion, an intelligent forecasting of the 
demand for the production of the new 
unit, the nature of the marketing organi¬ 
sation and the sales promotion effort. 

A sustained and continuous education 
of small-scale units is of vital importance 
in preparing detailed project reports and 
feasibility studies before they embark 
on their operations. This helps to avoid 
the inevitable difficulties which occur in 
the case of many units. It is encourag¬ 
ing to note that many State Governments 
including Maharashtra and Madhya Pra • 
desh, have agreed to meet the full cost of 
project reports and feasibility studies to 
be prepared by an approved consultant 
for the prospective small-scale units in 
theit area. 

Since in a small-scale enterprise, 
an entrepreneur is the owner- 
manager, the management’s role in such 
an enterprise is a much more complex 
function that in the case of a large-scale 
enterprise. A small-scale entrepreneur is 
a jack of all trades. In a large enter¬ 
prise, the management functions are 
highly specialised; each function such as 

ummm.wammm 


sales, production, economic analysis, ac¬ 
countancy, labour, etc, is handled by a 
person equipped with specialised know¬ 
ledge and expertise. It is realised 
that the difference between success and 
failure in a small-scale enterprise is that 
of management. In an illuminating study 
of the failure of 570 units conducted by 
Dun and Bradstreet in 1976, management 
failures were identified as the cause of 
fatalities in 98 per cent of the cases; in 
the case of 44 per cent of these units, the 
business should never have been started as 
the entrepreneur lacked basic competence. 
Lack of knowledge and balanced experi¬ 
ence were attributed as prime causes of 
failure in other cases. The State Bank 
Study Team report noted that small units 
lacked basic knowledge of the require¬ 
ments of a properly run industry, parti¬ 
cularly financial management—and had 
no planned or organised approach. 

Lacking in Management 

To many a small unit managing finance 
only means employing a cashier who goes 
to a bank, withdraws cash, collects bill 
proceeds and maintains the petty cash 
book. Right management and right at¬ 
titudes are vital for success of the small- 
scale sector. The management of small 
units lacks in modern management tech¬ 
niques. This makes their units inefficient, 
backward and comes in the way of compe¬ 
titiveness and growth. 

Many small-scale enterprises have been 
sponsored by enthusiastic entrepreneurs 
without adequate technical knowledge of 
their products or precise technical re¬ 
quirement of prospective customers. Very 
often we hear of labour-intensive tech¬ 
nologies. Surprisingly enough, no exer¬ 
cise has been attempted to pinpoint the 
particular operation which required more 
labour, less capital. Several small-scale 
enterprises are tied to big units whom 
they supply components and machinery. 
Big units are well established with custo¬ 
mers and they increase prices whenever 
they find it necessary. Jt has been the 
experience of many small units that 
prices they get for the components have 
remained stagnant for about a decade. 
The moot question is ; How to get fair 
price for the products of the small-scale 
sector ? There is a high added value 
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between raw materials and ftaished gocri# 
in the large scale sector whereas in rim 
small-scale sector the added value if 
much lower. , 

The growth of small-scale secto t if 
often conceived in isolation. In fact, tfef 
small-scale sector should be a part tJW 
parcel of the very strategy of industrifl 
and economic development. It must br 
conceded that the new Industrial Policy 
Statement ensures a balanced growth of titty 
economy where the large, medium, small 
and cottage industries sectors are well 
conceived. The emphasis in the new 
policy is one of fostering the complement 
ary nature of the large and small-scale 
sectors. The policy states in unequivo* 
cal terms : "It will be the Governments 
endeavour to reverse the trends of the 
last three years towards creating artificial 
divisions between the small and large in* 
dustries under the misconceptions that 
these interests are essentially conflicting.” 
The policy statement makes it clear that 
(he existing support programme for mar* 
keting as well as for reservation of items 
in the small-scale sector will continue. 
The basic thrust, we are informed, is to 
ensure a continued growth of the small** 
scale sector without at the fame time in¬ 
hibiting the growth of other sectors. 
Much, however, would depend on the im¬ 
plementation of the new policy. 

Throwing up Talent 

The Duke of Edinburgh in his open* 
ing address at the Senior Management 
Conference organised by the Institute 
of Practitioners in Work Study Orga¬ 
nisation and Methods of the UK pointed 
out* "The fact that growth can only 
take place from small beginnings, and un¬ 
less we have a thriving small business 
sector there vwill be less chance of genuine 
national economic growth or industrial 
innovation, and what is perhaps more 
important, there will be no opportunity 
for people with initiative and energy to 
realize their talents and ambitions. The 
big companies and nationalised industries 
are obviously vital but they have rigid 
and inflexible structure compared to the 
mass of small companies in a constantly 
changing pattern of formulation growth 
and sometimes decline. The big com¬ 
panies are like the tip of an iceberg—they 

NOVEMBER 21, 1980 



not be there but for the enormous 
■fjftM largely invisible rnar^s which sup- 
ports it” 

There are people who argue that the 
smallness of an industrial unit shou’d 
/fnot be a criterion in itself for the State 
i to extend support, assistance or subsidy. 
] What exactly the unit produces and at 
* what cost is also an important point to 
! consider. It is naive to regard small-scale 
; industries as worthy of benevolent assi¬ 
stance from the social justice angle. 

' There has to be a good deal of selectivity 
;Jn the promotional policy. What is re- 
. quired is to promote the growth on the 
basis of strict economic criteria as a pro¬ 
ducer of a wide variety of goods and ser¬ 
vices at competitive costs and in a posi- 
; tion to find a market for them. There is 
? a view that a policy of promotion of 
small-scale sector by offering incentives 


and subsidies if it is based merely on size 
and the static criteria of direct employ¬ 
ment generated per unit of capital is bound 
to end in a fiasco. The successwould 
depend upon the enforcement of policies 
and proper choice of technology. What is 
essential is effective translation of policy 
in favour of entrepreneurial dispersal. 

Are the problems confronted by 
small-scale sector so simple as is often 
made out ? In many cases the scale of 
operations is distressingly small offering 
little scope for either technological im¬ 
provement or diversification. There is a 
greater need for restructuring of the 
small-scale sector so that new units are 
based on a scientific inventory of the 
natursal resources of each area and the 
specific projects are adapted to the full 
development of the locally available 
natural resources for meeting the assessed 


requirements of the locality. 

Again, small-scale industries should 
not remain small for ever. Expansion 
should be their constant aim. In the 
traditional small industry sector, the out¬ 
look is conservative, technology is outdat¬ 
ed and the form of organisation and 
management remains unchanged over 
generations. The question of modernisa¬ 
tion assumes relevance in their case. 
Quite often it has been found that a unit 
holds some obsolete machinery and equip¬ 
ment, or land, and buildings which are 
not actually required. These unproductive 
assets could be disposed of without much 
difficulty. Investments in shares and se¬ 
curities also could be encashed to provide 
for a modernisation programme. Small- 
scale industries will be the main catalyst 
of switching the emphasis from capital 
intensive to labour intensive production. 


Tea Exports : New Challenges B. K. Garg 


The author fears that Indian tea may slowly be priced out of world 
markets due to a plethora of taxes and the rapid increases in wage 
rates of the plantation labour. An important factor affecting the 
export of Indian tea is the entry of China in the world market. There 
Is urgent need to rejuvinate tea gardens in Darjeeling and a large 
number of estates in South India. It will be difficult to boost export 
unleee efforts are made to increase production and make the commodity 
available at competitive prices. 


Among plantation crops, tea is the 
I major item of India’s exports. For a 
: long time, India has been maintaining the 
top position as an exporter of this com- 
f modify in the world market. The other 
' major producers and exporters of tea are 
‘ Sri Lanka, Kenya, Indonesia, Bangladesh, 
Uganda, Tanzania and Malawi (Table 1). 


Tabu I 

World Tea Production (Calendar years) 

(In tonnes) 

Country 

1969 

1978 

1979 

India 

393588 

571323 

547602 

Sri Lanka 

219639 

198981 

206417 

Indonesia 

40732 

72954 

59200 

Bangladesh 

29949 

36514 

35893 

Kenya 

36060 

93373 

99275 

Uganda 

17627 

10910 

1170 

Tanzania 

8777 

17337 

17894 

Malawi 

16916 

31690 

32609 

Mozambique 

16034 

18069 

19675 
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But Indian tea is known the world over 
for its rich flavour and excellent quality 
and it is because of this that India leads 
the rest of the world in tea exports. The 
principal tea-growing States in India are 
Assam and West Bengal in the cast and 
Tamil Nadu and Kerala in the south. 
Among them, Assam leads all the other 
producing States, accounting for more 
than 50 per cent of the total production 
in the country, followed by West Bengal, 
Tamil Nadu and Kerala in that order. 
Over the years, there has been rapid 
growth in the production of tea in the 
country (Table 11). India’s production is 
now estimated at 571 million kgs. A 
decade back, it was in the neighbourhood 
of 400 million kgs. Needless to say, the 
increase in the production has been 
mainly due to the increase in the yield 
per hectare which is the highest in India 
as compared to the yield in other major 
tea-growing Ci>untrics,(Table III). 

India exports tea to over 80 countries, 
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but its major customers are the United 
Kingdom, the USSR, the USA, Poland, 
Iran and Afghanistan. For the last two 
and a half decades, the quantum of 
exports has been fluctuating between 180 
and 240 million kgs. The exports from 
India rose to the level of 233 million 
kgs, valued at Rs 145 crores in 1956-57, 
but then declined and reached the low 
level of 174 million kgs, valued at Rs 124 
crores in 1969-70. In 1975-76, India was 


Year 

Table II 

Production of Tea in India 

(In tonnes) 

Production 

1970 

418,517 

1971 

435,468 

1972 

455,996 

1973 

471,952 

1974 

489,475 

1975 

487,137 

1976 

511,817 

1977 

556,267 

J978 

571,323 

1979 

547,602 

Source: Tea Board. 
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able to export 212 million kgs, valued at 
Rs 237 crores. The exports went up fur- 
& ther in 1976-77. But tea enjoyed a period 
of comparative boom in 1977-78 on 
account of significant shifts in the unit* 
value realisations. During this year India 
exported 220 million kgs valued at Rs 
557 crores—a level which has never been 
reached thereafter. There has been some 
recovery after a sudden fall in 1978-79, 
when India exported 177.33 million kgs, 
valued at Rs 359.1 crores. During 1979-80, 
India exported 210.57 miilion kgs, valued 
at R$ 369.4 crores. The exports were 
higher by 33.24 million kg or 18.7 per 
cent in terms of quantity and by Rs 103 
million (or 2.9 per cent) in terms of value 
during this period (Table IV). It may, 
however, be added that the overall unit- 
value realisation of tea exports at 
Rs 17.54 per kg during 1979-80 was lower 
by Rs 2.71 per kg (or 13.4 per cent) than 
the price of Rs 20.25 per kg realised 
during the preceding year. The improve¬ 
ment in tea exports during 1979-80 is 
attributed to larger offtake by the tradi¬ 
tional buyers and placement of orders by 
the buyers from some new markets. The 
abolition of export duty from mid- 
February, 1979, has also been a contri- 


Table IV 

Growth of Tea Exports from India 

Year 

Quantity 

Value 


(million kg) 

Rs crores) 

1960-61 

196.5 

122.3 

1970-71 

199.1 

148.2 

1971-72 

214.3 

160.9 

1972-73 

193.2 

147.3 

1973-74 

190.3 

144.8 

1974-75 

225.1 

223.5 

1975-76 

211.6 

237.8 

1976-77 

243.6 

295.3 

1977-78 

224.56 

556.6 

1978-79 

177.33 

359.1 

1979-80* 

210.57 

369.4 

1980-81 

200.00 

— 


Source: 

Tea Board 
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TABLE HI / 


Yield of Tea in Some Principal Producing Countries ,v f 

' , ,■ ,5", 

(Yield in KG per hectare)' ^ 

..._._ ; 'J 

Country 

1970 

1976 

1977 

r ' 

& 

^9* 

India 

1182 

1405 

1519 

- v.h 

1548 i 

Sri Lanka 

878 

817 

862 

819 Wj 

Bangladesh 

735 

785 

883 

859‘ | 

Indonesia 

607 

777 

n.a. 

*■*.; ;ft 

Kenya 

Other East African 

1020 

940 

1262 

1296.' I 

vl 

countries 

1019 

1023 

n.a. 

n.a. ; 1 

n.a. not available 



Source: 

Tea Board ■ 
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butory factor towards the better perfor¬ 
mance during 1979-80. However, during 
the first four months of the current 
financial year, there has been reportedly 
a fall in exports to the extent of eight per 
cent over the corresponding period last 
year. But reports that India’s tea output is 
likely to be larger than previous year’s by 
anything between 25 and 40 million kgs, 
while world production Js likely to show 
a fall, should evoked an optimistic assess¬ 
ment of India’s likely earnings during the 
current year. 

There arc, however, several constraints 
which may hamper our exports not only 
during the current financial year but also 
in future. One of the most important 
factors is the entry of China in the world 
market which may give tough time to the 
established tea exporting countries. In 
the last five years, China has almost 
doubled its exports of black tea. Most 
noteworthy in the last year, it has begun 
to make inroads into the US market at 
the expense of Sri Lanka. Last year, 
Sri Lanka’s tea sales to the US fell by more 
than half, while China’s doubled, China 
has won a good reputation both as to 
reliability and price. Consumers in the 
UK and Australia are also price-conscious 
and, therefore, are vulnerable to Chinese 
promotional efforts. During the last 
decade, the exports of China have more 


than doubled (Table V). Total export 
of tea from China amounted to aroutu 
87 million kgs in 1978 and to around Iff 
million kgs in 1979. While no inform* 
tion is available about the area under tef 
in China and the total Chinese tea ou| 
put, it is feared that with determine 
efforts, China should be able to expaw 
exportable surpluses very sharply, j 
Another constraint, as maintained bj| 



-1 

Tabu- V j 


Tea Lxports from China j 

i 

Year 

7>tal export*; 


(In tonnes); 

1970 

40939! 

1971 

53085| 

1972 

481281 

1973 

50153? 

1974 

63564? 

| 1975 

61325? 

1976 

611761 

1977 

81820 

1978 

86857; 

1979 

106830! 

1 

Source: Tea Board* 
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'ml'' tadftstry sources, is that Indian tea is 
l&feg priced out slowly^due to a plethora 
Jrf taxes and rapid increases in the wage 
Jjps of plantation labour. Kenya, which 
|athe third biggest tea producing country, 

■ jWts not levy any tax on tea and Sri 
lUftka, which has nationalised tea estates 
Of above 20 hectares, can sell tea in the 
World market at lower prices than those 
asked by India for its teas. Power cuts, 
part troubles and labour unrest, increases 
ip dearness allowance, go-slows in ware¬ 
houses have all contributed to the present 
crisis. Needless to say, Indian tea prices 
Would have to be competitive if the 
markets in the northern hemisphere and 
the Gulf countries arc to be captured 
and the existing ones maintained. 

Further, domestic consumption of tea 
is very much on the rise. India now 
Consumes over one million kgs of tea per 
day. As the production at present is around 
$47 million kgs, it would leave only a 
small portion as exportable surplus after 


allowing for domestic consumption to 
the extent of 360 million kgs, if not more. 
Thus, there is need to step up production 
to meet the overseas obligations by plan¬ 
ning in advance for an increase in the 
acreage under tea along with increase in 
yield per hectare. It would be a welcome 
move to extend cultivation of tea to non- 
traditional States like Manipur, Himachal 
Pradesh, Sikkim, Nagaland, Mizoram and 
the hilly areas of Uttar Pradesh. 

There is also an urgent need to rejuve¬ 
nate the tea gardens in Darjeeling and 
a large number of estates in south India. 
In south India alone, 24,000 hectares, out 
of presently planted area of 74,000 hec¬ 
tares are more than 50 years old and 
have passed the noimal productive stage. 
The steps taken by the Tea Board to 
explore the possibilities of obtaining 
World Bank assistance are timely. It is 
heartening that the Board has selected 
13,000 hectares i f land in Tamil Nadu and 
Karnataka and in parts of Kerala. If 


these Area* are brought under tea cultiva¬ 
tion, it would be a step forward to achieve 
the end-of-ccntury target of 1,400 million f 
kgs of tea. 

Export of tea in non-traditional form is 
also a must. The Union Government has 
initiated a serious drive to increase the 
exports of package tea and bags in the 
new overseas markets. There is also 
need to publicise the new development 
through mass media, including partici¬ 
pation in trade fairs. More efforts need to 
be directed towards exploring new markets 
for boosting exports. Our efforts to in¬ 
crease exports will have to be put on a 
more effective footing if India is not to 
suffer a fall in total tea exports even with 
larger domestic production. It is suffi¬ 
ciently clear that in the face of stiff com¬ 
petition offered by several countries, it 
would be difficult to boost our exports 
substantially if vigorous efforts are not 
made to boost production and make the 
commodity available at competitive prices. 
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Choice in Cable Covers 


In recent years the cable industry has 
been offered various choices in respect of 
materials for sheathings. The practices 
and technologies used in sheathing in the 
cable industry at present broadly relate to 
the three types of cables: power cables and 
low tension cables; telephone and telecom¬ 
munication cables; and railway signalling 
|&nd control cables including special types 
of cables. In the high tension range, cable 
industry in our country is fairly well deve¬ 
loped, which covers the range upto 33 kv, 
although the major production is for 
ratings upto 11 kv. The present level of 
production is enough to meet the domes¬ 
tic requirements and is able to generate a 
small surplus for exports. 

The purpose of sheathing a cable is 
mainly to provide an impermeable cover 
to the core cable so that moisture does 
|not contact the conductor causing its 
* failure in service. The sheathing in the 
case of underground cables assumes further 
importance due to expensive operation of 
laying of underground cables and ensuring 
that cables laid at huge costs continue to 
give service for a long period without 
interruption or failure. Lead has been 
the prime metal used for sheathing of 
underground cables with very satisfac¬ 
tory results. 

Although lead sheathing gives satisfac¬ 
tory performance, it requires heavy 
foreign exchange for the import of 
N lead on account of the indigenous pro- 
1 duction of the metal being less. At a 
recently held Seminar on Cable Sheath¬ 
ings, Mr K.S. Rajan, Secretary, (Techni¬ 
cal Development) pointed out that 
this was one of the reasons which promp¬ 
ted the technical authorities in the 
Government to switch over to the use of 
plastic sheathed cables in ratings upto 1.1 
kv which has since been successfully ex¬ 
tended upto 6.6 kv with some exceptions 
for special applications such as min¬ 
ing cables. 

jl The Government had taken a decision 
"to substitute aluminium conductors in 
place of copper in power cables and PVC 


and other synthetic materials as a substi¬ 
tution for lead to sheath the cables. This 
has been done for cables ranging from 
1.1 to 1J kv in most of the applications, 
except where it has not been found to be 
technically feasible in the case of spe¬ 
cial applications of these cables, Mr 
Rajan added. 

Mr Rajan indicated that from an over¬ 
all assessment lead will score over other 
materials even in the low voltage ranges 
particularly as lead is less energy inten¬ 
sive and is capable of being used again 
and again with the same original charac¬ 
teristics, since over 90 per cent of it can 
be recycled endlessly. Such lead re¬ 
covered from rc-cycling which is termed 
as ‘secondary lead* in fact constitutes 
around 50 per cent of the world lead 
supply which includes strippings from 
power cables also. 

In line with the changing trend in in¬ 
dustry, the production of plastic cables 
has been encouraged. Mr Rajan was 
confident that research and development 
both at home and abroad will try to meet 
the shortcomings of the plastic sheathing 
materials. Telephone and telecommuni¬ 
cations cables, which are at present pro¬ 
duced by public sector units and for 
which the Government departments are 
the main users, were also produced till 
recently almost exclusively with lead 
sheathing, but now polyethylene jelly-fill¬ 
ed cables with aluminium laminate cover¬ 
ing are being produced in one of the 
plants. Telecommunication cables for 
railways are also produced with lead 
sheathing, but some years ago the indus¬ 
try had tried aluminium sheathing as a 
substitute mainly because aluminium be¬ 
ing a better conductor of electricity, could 
serve as a more effective screen to in¬ 
terferences from the adjacent power lines. 
Therefore, facilities were also created in 
one of the plants for the manufacture of 
aluminium sheathed cables by the con¬ 
tinuous hot extrusion process. Mr Rajan 
stated that the interest in plastic or alu¬ 
minium as alternative sheathing materials 



was not on account of any basic tcchuii 
problem or deficiency in paper or I 
but because these newer materials of! 
economic advantages by making it 
ble to produce lighter and cheape*^ 
cables. ■ 

Mr S.K. Roy, Executive Directof^J 
Hindustan Cables Ltd. revealed that witKfl 
1972 as the base year, the index numbed 
of wholesale prices for lead appreciated^ 
by only 52.9 per cent over the four-year^ 
period 1973 to 1976, w hereas in the easel 
of aluminium it was 109.6 per cent, pigj^’ 
iron 81 per cent and copper 74 per cent ; 
No doubt there was a continued escala¬ 
tion in the international price of lead WH 
1978-79, but the situation is almost stable 
now. Mr Roy added that lead enjoyed;;; 
a relatively high degree of price stability; 
in comparison with other metals and 
materials. On the other hand the price 
petroleum based products, including PVC* 
might have gone up bv a minimum of 4 
to 5 times over the same period. Thus*, 
in terms of price stability, both relative 
and absolute, lead is stabler than its 
competitors. Even from the standpoint 
of future growth, lead is placed in a 
more favourable position because of its 
low energy intake. 

Mr Roy added that as a sheathing me* 
tal for cables, lead is functionally far 
superior and more efficient and reliable 
than its competitors. F r rom the point of 
view of easy availability, too, lead is a 
better bet in as much as the metal will be 
available, replenished as it is from prk 
mary as well as secondary sources. Thus, 
an investment in lead sheathing equip¬ 
ment does not suffer from uncertainties 
about the availability of the /aw material 
or reliability of the product. 

It may be added however, that econo¬ 
mic compulsions have brought into focus 
other metals and materials for use as 
cable sheathings, particularly plastics 
and aluminium. And, over the past two 
decades or so they l ave been competing 
with lead. 

—Harder Singh 
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Industries Allowed 
Automstic Growth 

Thirty four industries 
have become eligible for rc- 
guhpsation of their excess 
capacity, of these, 19 have 
been allowed the facility of 
25 per cent automatic growth 
above their existing licensed 
or registered capacity in a 
period of five years* This is 
in addition to the 15 industries 
that were allowed the same 
facilities earlier. The capa¬ 
city extension of all these 
34 industries works out to 
156 per cent of the original 
licensed or registered capacity. 

The rise in the letters of 
intent and also in the indus¬ 
trial licences issued during 
the six months of 1980-81 
indicate a significant increase 
of 112 per cent in the number 
of letters of intent and 19 
per cent in the industrial licen¬ 
ces over the corresponding 
period of last year. This parti¬ 
cularly relates to those belong¬ 
ing to backward areas for 
which the letters of intent 
increased by 129 per cent and 
the industrial licences by 29 
per cent. 44 per cent of the 
letters of intent issued and 33 
per cent of the industrial licen¬ 
ces given were for develop¬ 
ment of the backward areas. 

Similarly, the letters of 
intent issued to capital goods 
industries was higher by 140 
per cent during April-Septem- 
ber, 1980. The number of 
foreign collaboration appro¬ 
vals more than doubled, and 
the foreign investment in col¬ 
laboration approvals trebled. 

The Government is initia¬ 
ting action for revitalising the 
industrial sector within the 
broad socio-economic objec¬ 
tives of (i) maximum utilisa¬ 
tion of installed capacity, (ii) 
optimum production and 
achieving higher producti¬ 
vity, (iii) higher employment 


generation, (iv) correction 
of regional imbalances through 
preferential development of 
industrially backward areas, 
and (v) strengthening that the 
agricultural base by accor¬ 
ding preferential treatment 
to agro-based industries. 

The efforts arc for integra¬ 
ted development of the in¬ 
dustries. With this end in view 
a few nucleus plants are being 
set up in such districts as have 
beep identified as industrially 
backward areas. These efforts 
shall help insetting up ancil¬ 
lary, small and cottage in 
dustries in industrially back¬ 
ward districts and in correc¬ 
ting regional imbalances. 

Sugar to Cost More 

Consumers served by the 
public distribution system 
will pay 65paise more for a 
kilogram of rationed sugar 
from December l and 10 paise 
more per a kilo of rice and 
coarse grains from January 1, 
1980 to offset higher procure¬ 
ment and cane prices. Levy 
sugar will cost Rs 3.50 a 
kilo as against Rs 2.85 at 
present. 

The price of common varie¬ 
ties of rice will be Rs 165 
a quintal and that of fine 
varieties Rs 177. Super fine 
varieties of rice will cost Rs 
192 a quintal. 

The issue price of coarse 
grains will be Rs 106 a quin¬ 
tal as against Rs 96 at present. 

By increasing the issue price 
of rice and coarse grains the 
Government hopes to reduce 
the subsidy on foodgrains, 
which is estimated to run at 
Rs 600 crore in the current 
financial year, by over Rs 
80 crores. 

The Government has already 
announced that the dual 
pricing system for sugar will 
continue to operate and the 
public distribution system 
for sale of levy sugar will 


be further strengthened and 
streamlined. 

As regards the method of 
price fixation for levy sugar, 
it was officially stated the 
ex-factory levy price, inclu¬ 
sive of differential for weak 
units, would be Rs 285 a 
quintal. To this would be 
added Rs 30 as excise, Rs 30 
as transport and distribution 
charges and Rs 5 by way of 
development fund cess. 

Thus the revised price has 
an element of five paise a 
kilogram as development 
fund cess. 

As far as levy price to be 
paid to the factories was 
concerned, the price fixation 
was with reference to the 
season's production. The 
new prices would be paid as 
and when the sugar produced 
from October 1. 1980, to 

September 30. 1981, was pur¬ 
chased fiom the factories by 
the Food Corporation of 
India or other Government 
agencies. 

The dale would vary from 
factory to factory, depen¬ 
ding on when procurement 
from last season's stock was 
exhausted and new stock 
was requisitioned. 

The ex-factory price to be 
paid to the factories for levy 
sugar would equal the cost of 
production, based otk mini¬ 
mum notified cane prices, 
irrespective of actual prices 
paid by the factories. It was 
left to the factories to meet 
the impact of higher cane 
price if paid by them from 
out of higher realisations on 
free sale sugar, it was offici¬ 
ally stated. 

Procurement Target 

As regards the prices of 
kharif cereals for the 1980-81 
season, these will be notified 
to the States to be effective 
from January 1. 

No procurement targets 
have been fixed for paddy 
and rice. But for coarse 
grains, though procurement 
will be partly on voluntary 
basis by way of price support 
operations, a target of five 
lakh tonnes for different 
States is beng fixed. 

The issue price of coarse 
grains have been fixed at 


Rs 106 per quintal. The 
mode of procurement is 
left to be decided by the' 
States according to local 
conditions. 

Procurement price of rice 
for the central pool will be 
worked in the normal manner 
on the basis of the procure¬ 
ment price of paddy already 
announced and after taking 
into account the hulling ratio 
and other incidental costs. 

Butter Export Banned 

The Government has banned 
the export or butter with 
effect from November 10, 
according to a Commerce 
Ministry notification. The 
notification does not specify 
reasons for the ban. Accor¬ 
ding to an official commit¬ 
ment nude before Novem¬ 
ber 6, will be honoured if 
against a specific export 
order an irrevocable letter 
of credit in the case ol the 
exporter/exporting firm has 
been opened by the foreign 
buyer covering 100 per cent 
f.o.b. value of the consign¬ 
ment and accepted by a 
scheduled bank in Tndia 
prior to November 6. 

Export Duty on 
Turmeric Withdrawn 

The export duty on tur¬ 
meric has been withdrawn 
with immediate effect. A 
Finance Ministry notification 
issued on November 11 stated 
that following the review of 
international price situation 
with regard to turmeric, the 
export duty has been with¬ 
drawn both on turmeric and 
turmeric powder. The ex¬ 
port duty on turmeric was 
imposed for the first time in 
January 1979 when the in¬ 
ternational prices were ruling 
high. Since then there has 
been a drop in the prices and 
the Government would like 
to encourage exports. 

Output of Locomotives 
and Coaches 

The three Railway pro¬ 
duction units have produced 
more locomotives and coa¬ 
ches during the first six months 
of the current financial year 
as compared to the corrcs- 
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ponding period of lait year. 
The Diesel Locomotives 
Works at Varanasi produced 
*83 diesel locos in April- 
Scptember 1980, as against 
48 during the same period 
last year. This represents 
an increase of almost 70 per 
cent. The Chittaranjan Loco¬ 
motives Works produced 47 
locos during this period. This 
is 10 more than the last 
year, an increase of almost 
25 per cent. 

The Integral Coach Factory 
at Perambur also produced 
351 fully furnished coaches. 
This is also three more than 
| the target fixed for this 
* period. The total value of 
out-turn of the three produc¬ 
tion units during April- 
September 1980, amounted 
to nearly Rs 83 crores as 
against about Rs 54 crores 
during the same period last 
year. The production of 
locomotives could have been 
still higher if there were no 
outside conslraints beyond 
the control of the Railways 
such as inadequate supply of 
traction equipment, and 
unsatisfactory power supply. 
i Despite these difficulties, it 
is expected that the pro¬ 
duction units will fulfil their 
targets for the current finan¬ 
cial year. 

Increased Fertiliser 
Production 

The Minister for Petroleum, 
Chemicals and Ferii Users, 
Mr P.C. Sethi recently called 
upon the fertiliser industry 
to step up production of the 
much needed agricultural in¬ 
put despite various constraints 
fertiliser plants were facing 
at present. The Minister, 
who was addressing chief 
executives of all public sec¬ 
tor fertiliser companies here 
urged them to strive to 
achieve a production of 
24 lakh tonnes of nitrogen 
and 8.5 lakh tonnes of phos¬ 
phates. 

Mr Sethi said that he was 
aware of the various pro¬ 
blems different plants had to 
face with regard to avail¬ 
ability of feedstocks like 
p naphtha and fuel oil and also 
insecurity of power and coal 


supplies. All efforts would 
be made to remove these 
constraints to the extent possi¬ 
ble to be able to exceed last 
years nitrogen production 
of 22 lakh tonnes. 

The Chief Executives lis¬ 
ted feedstock availability, 
power and coal supply, trans¬ 
portation bottlenecks and 


industrial 4 relations a$ the 
areas where improvement 
was called for. 

It was revealed that most 
of the established plants like 
the Trombay, Madras, Kalol, 
Kamila and Cochin units 
were doing well. The other 
plants were resolving their 
problems and were expected 


to show better result! 

the rest of the year. 

The two gas-based fertili¬ 
ser plants at Talcher and 
Ramagundam, commissioned f 
earlier and later shut down; 
diw to total power cut, had 
gone into commercial proi . 
duclion from November 
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Regarding Haldia fertili- 
}«er unit, Mr Sethi irfUicatcd 
tfcal West Bengal Govern¬ 
ment may be agieeable to 
offer assured power supply 
to allow the plant to start 
operation. 

The Bhatinda and PanipM 
plants of National Feriili 
sers, shut clown due to inade¬ 
quate coal and fuel oil supplies 
Were now expected to resume 
production in the next two 
or three days. 

Fertiliser production £it 
the joint-sector Madras Fertili¬ 
sers Ltd, ha* picked up in 
the current year with % pei 
cent capacity utilisation (or 
. ammonia and 100 per cent 
for urea and complex Ictili- 
sers in the seven-month period 
of the current year from April 
to October, 1980. The total 
production from April to 
October this year was 139,000 
tonnes of ammonia, 176,000 
tonnes of urea and 319,000 
tonnes of NPK Complex 
fetilisers. 

The company made a 
net profit of Rs 1.93 crorvs 
before tax and declared a 
dividend of 16.8 per cent 
for 1979-80. The dividend 
cheque erf Rs 1.16 owes 
was presented to the Union 
Minister for Petroleum, Chemi¬ 
cals and Fertilisers, Mr P.C. 
Sethi bv the Managing Direc¬ 
tor of MFL, Shri Joseph 
Kurian. The Company had 
produced 1,30,000 tonnes of 
niti ogenousand 89.000 ti.nnes 
or phosphatic fertilises in 
1979-t80 with 88 per cent 
capacity utilisation. 

Bonus for LIC Staff 

By a majority judgement, 
the Supreme Court recently 
dismissed an appeal preferred 
by the Life Insurance Cor¬ 
poration against the Allaha¬ 
bad High Comt judgement 
upholding the claim of Class 
111 and Class IV employees 
of the Corporation with 
regard to bonus from April 
I. 1975 onwards. The Supreme 
Court a 1sti awarded interest 
at 12 par cent annum from 
the date it becomes due, 


Ttit meijortty at 

Mr Justice Krishna Iyer 
and Mr Justice R. S. Pathak 
delivered separate but con¬ 
curring judgements. The third 
judge, Mr Justice A. D. 
KoshaJ, delivered a dissen¬ 
ting opinion. 

Development of North 
Eastern Region 

The Union Public Service 
Commission had decided to 
open additional examination 
centre* in North Eastern 
Region at fCohima, lmphal, 
Apart ala, Jorhat. Aizawl 
and Ilanagai from earlv 
1981 and the Staff Selection 
Commission has decided to 
open new examination cen¬ 
tres at Jorhat, IV/pur, 
Kohima, Sibasagar. Dima- 
pur and Aizawl for examim - 
tions to be held in December 
1980 or early 1981. Nineteen 
public sector undertakings 
have agreed to recruit 700 
local youth this year for 
training and absorption. This 
was disclosed at the high 
level Committee of Ministers 
for the Economic Develop¬ 
ment of North-Eastern Region 
which met recently urder 
the Chairmanship of Mr 
Yogcndra Makwana, Union 
Minister of State for Home 
Affairs. This Committee re¬ 
viewed various steps taken 
on both the on-going pro¬ 
grammes and the new schemes 
in the region. All the con¬ 
cerned ministries were re¬ 
quested to give a time-bound 
programme for the develop¬ 
ment of l he region and work 
our a bar chart so that all 
the programmes can be 
implemented. The Committee 
was informed that the first 
phase of the expansion of 
broadgaqgc line from new 
Bongaigaon to Gauhati—a 
34-kin route from New Bon¬ 
gaigaon to Sorbhog—is likely 
to be completed by July 1971 
and the entire project is ex¬ 
pected to be completed by 
middle of 1982. 

ft was further disclosed 
that six roads namely Im- 
phal-Silchar-Badarpur, Sil- 
char-AizawI-Lunglei, link to 
Itanagar, North Trunk Road, 
Paiknn-Tura-Daiu, and Lateral 


, **k deewrea *r fw 
tiottad Highways, All con¬ 
cerned agencies have been 
advised to take necessary 
action for phased develop¬ 
ment of these roads to pre¬ 
pare detailed projects for 
improvement in order of 
priority. 


to expedite availability of 
adequate raw materials, 
financing and marketing facili¬ 
ties of small industrial units 
in the North-Eastern region 
has been set up. This Commi¬ 
ttee will consist of representa¬ 
tives from STDO, State 



“Ma, my 
banker nas 
come to 
collect my 
daily 
savings” 

Teach children the 
savings habit with 
PSB’s Chhoti Bacjiat 
Scheme. 

PSB’s Chhoti 
Bpchat Scheme, 

A scheme that turns 
daily savings of small 
change into big 
savings over the years. 

What’s more, PSB 
sends its friendly 
banking agent to your 
house to collect your 
savings. 

The Chhoti Bachat 
Scheme. The easiest 
way to save. 

For details just 
drop in at your 
nearest PSB branch. 
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ciaJ lnBtttutcs; Co'mmcrcial 
Banks and State Electricity 
(Boards with the Director of 
SIDO as the Convenor. 

Central Tool Room 

The Central Tool Room at 
Ludhiana, inagurated recently 
by Charanjit Chanana, 
Union Minister for Industry 
will provide assistance for 
development of small scale 
industry in the State of Punjab. 
Central Tool Room, Ludhiana 
is the fourth tool room to 
be set up ir the series the 
others being at Bangalore, 
Delhi and Calcutta. This tool 
room is being set up with the 
assistance of the Government 
of Federal Republic of 
Germany, on the basis of a 
project report prepared by 
the experts from Federal 
Republic of Germany and 
India in August, 1976. 

In setting up this tool room, 
the expenditure on land, 
building and infrastructural 
facilities amounting to over 
R$ 65 lakhs has been borne by 
the Government of Punjab. 
Machinery and equipment 
worth Rs 2.25 crores has been 
donated by the Government 
of Federal Republic of 
Germany. Much of this equip¬ 
ment has already arrived 
and the balance will be 
received in the near future. In 
addition to donating the 
machinery and equipment, 
the Government of Federal 
Republic of Germany has 
also donated the services of 
six experts in the field of 
tooling who will assist in the 
setting up of this project and 
also in transferring the techni¬ 
cal know-how in the field of 
tooling technology. Govern¬ 
ment of India has contribu¬ 
ted towards the customs duty 
On machinery and equip¬ 
ment and will bear the installa¬ 
tion and running expendi¬ 
ture of the project.. The 
contribution of Government 
of India towards these costs 
would amount to Rs 3.15 
crores for the first five years 
[ operation of the project. 

The main objective of this 
project is to assist the small 
scale industries in Punjab 
and in the adjoining States of 

msmNmmioimi 


_ , Jammu 

and Kashmir, Haryana etc. 
in the field of tooling and 
thus increase their efficiency. 
The Central Tool Room, 
Ludhiana will be undertaking 
the tasks in the fields of 
consultancy, design, fabrica¬ 
tion and training. 

Rupee Upvalued 

The Reserve Bank of India 
upvalued rupee by 1.06 per 
cent recently, Following the 
revision the pound sterling 
becomes cheaper by 20 paise 
to give a middle rate of 
Rs 18.65 per pound, as com¬ 
pared to the earlier middle 
rate of Rs 18.85. 

More Electronic 
Exchanges 

The Union Government has 
decided to go in for production 
of the newly evolved Indian 
crossbar telephone exchange 
at the Rae Bareli unit, h 
has also, however, taken a 
a policy decision in favour 
of manufacturing electronic 
telephone exchanges in future, 
thus shifting away from the 
old electromechanical type 
of exchanges, 


The Communications Minis* 
ter, Mr G.M. Stephen told 
recently that the decision to 
go in for the older crossbar 
system at Rae Bareli was 
taken in order to meet the 
immediate demand for tele¬ 
phone lines in the country. 
While the entire process of 
developing an indigenous sys¬ 
tem and deciding upon the 
collaborators in its production 
had already been completed, 
in regard to electronic ex¬ 
change, the entire procedures 
would have to begin all over 
again. 

Global tenders for the 
electronic exchanges would 
be floated in the beginning 
of next year. High level 
committees would then be 
set up to evaluate the offers. 
He said that the Rae Bareli 
factory was initially planned 
to have a capacity of 3 lakh 
lines. 

Export of Film Videos 

The Government decided 
recently to canalise the ex¬ 
port of video rights of Indian 
feature films through the 
National Film Development 
Corporation (NFDC). 


- 

export potential of 'ViMfe 
films, Indian film 
duccrs had been dexna 
that they should be alto 
to negotiate the export 
viedo rights directly with 
foreign buyers. This was 
recommended by the taSSp 
force on export of 
tainment goods set up by thjfe 
Commerce Ministry' imdfe 
the chairmanship or Mr A,Ki< 
Dutt, Secretary, Ministry* 
Information and BroadcastinKl 

The export of viedo riguKi 
of Tn dian feature films woul<t§ 
now be allowed on the condt*; 1 
tion that the registratiopr 
of contract for sale of video-< 
rights would be subject 
the approval of the price 
the Consultative Committed 
of NFDC. Other condition*, 
are that the sale would be On 1 ; 
an outright basis or on theri 
basis of minimum guarantee; 
and shared receipts and that 
video rights would be sold; 
to a single buyer for 
entire overseas territories 
under a separate contract, 

The foreign buyer would bfc; 
permitted to make bis own \'i 
arrangement for transferring j 
films to video cassettes. 
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COMPANY 

AFFAIRS 


Raymond Debenture Issue 

Tw; Raymond Woollen Mills 
Limited is issuing to the public 
] 420,000 scoured debentures 
of Rs 400 each aggregating 
Rs 4,80 crores to raise a part 
of the finance for its Rs 31.40 
crorcs cemenl project. Fucli 
debenture will carry a right to 
subscribe for five equity shares 
of the company at a price of 
only Rs 20 per share, during 
September. 1981. The de¬ 
bentures cany an interest rate 
of 11 per cent per annum or 
such higher rate as maybe per¬ 
missible by the Government on 
the date of allotment. The 
subscription list will open on 
December 1!, 1980. 

Mr Dbrcv S. Kaji. limin' 
dal controller of the company 
explained at a press conference 
recently that the debentures 
have several attractive features. 
The right to subscribe for 
equity shares will be available 
within a very short period of 
less than 10 months from the 
date of issue of the deben¬ 
tures. The money for the 
shares will be payable only at 
the time of oiler. The deben¬ 
ture holders will also have a 
right to renounce the shares. 
There will be no capital gains 
tax liability on subscription to 
the shares. In view of the 
attractive right to acquire 
5 shares at a price of only 
Rs 20 per share against the 
current market price of around 
Rs 50, there will be an ap¬ 
preciation of about Rs 150 on 
an investment or Rs 400. This, 
together with interest at the 
minimum rate of 11 per cent, 
will result in an annualised 
return of 56 per cent in 10 
months. 

If the debenture holder 
sells the shares, his net invest¬ 
ment in each debenture will 
be reduced to about Rs 250 on 
which he will get minimum 


annual interest of Rs 44 or 
J 7,6 per cent per annum, be¬ 
sides capital appreciation of 
about Rs 150 or 60 percent 
on sale or redemption of the 
debenture. 

The cement project is ex¬ 
pected to be in commercial 
production by April 1982. At 
full production, this project 
will add Rs 18 crores to the 
company’s turnover and in¬ 
crease profits substantially. 
There will also be large tax 
benefits available to the com¬ 
pany. On the other hand the 
increase in equity capital be¬ 
cause of the equity shares by 
way of right to the debenture 
holders and the conversion op¬ 
tion of the financial institutions 
will be only Rs 1.5 crores 
against the present paid up 
equity capital of Rs 4.03 crores. 

Alkyl Amines toEnter 
Capital Market 

Alkyl Amines Chemicals 
which is offering for public 
subscription six lakh equity 
shares and two lakh 11 per 
cent cumulative redeemable 
preference shares of Rs 10 
each on December 2, will have 
the distinction of being a pio¬ 
neer, its Rs 4.30-crore Putal- 
ganga project for the manu¬ 
facture of aliphitic amines 
representing the lirst combina¬ 
tion plant capable of produc¬ 
ing ethyl, butyl and cyclohcxyl 
amines. 

The company has made con¬ 
siderable headway in the es¬ 
tablishment of its 2.000 tonne 
plant with the technical colla¬ 
boration of Leonard Process 
Co. Inc. USA one of the wo r ld 
leaders in the line. Orders for 
plant and machinery have been 
placed and the plant is expect¬ 
ed to be erected by the last 
quarter of 1981 and commence 
commercial production shortly 
thereafter. 


Being located in a notified 
backward area, the company 
will be entitled to several incen¬ 
tives and the shareholders too 
will be able to claim certain 
benefits. 

GSFC Plans 

Gujarat State Fertilizers Co, 
which is planning to raise the 
production of fertilisers and 
industrial products, expects 
its performance for 1980 to be 
‘‘quite satisfactory** in view of 
the revision in the retention 
prices of fertilisers, decontrol 
of ammonium sulphate and the 
resumption of the lifting of 
caprolactum. The benefit from 
the commissioning of the 
purge gas recovery (PGR) 
plant and the marketing of 
argon gas will also contribute 
to the performance. 

The company hopes to more 
or less maintain its turnover 
for 1980 at the previous years 
level of Rs 114 crores* But 
various programmes under 
implementation at present 
raise the promise of a subs¬ 
tantially better performance 
for 1981. 

While steps are under way 
to augment the production of 
various basic raw materials, 
the management has under 
consideration a proposal to set 
up a Rs 400 crore gas-based 
fertilizer project, and the 
Government has suggested that 
it consider setting up a large 
complex fertiliser project on 
the sea coast on the basis of 
imported raw materials. This 
may involve an investment of 
anything from Rs 50 crores to 
Rs 60 crores. If GSFC decides 
to go in for these projects, it 
will ensure for the company ;i 
dominant position in ihc ferti¬ 
liser industry in years to come. 

A noteworthy aspect of the 
diversification programme is 
that as much as Rs 38 crores 
of the total investment of Rs 
57 crorcs would accrue from 
internal resources. Mean¬ 
while, Gujarat Narmada 
Valley Fertilisers Co in which 
GSFC will be holding 25 per 
cent of the total share capital 
is scheduled to start produc¬ 
tion in June 1981. 

As far as proposed expan¬ 
sion of the caprolactum plant 
from 20,000 tonnes to 25,000 
tonnes a year is concerned. 


however, the picture is hot 
clear yet. The project will 
involve a total investment of 
Rs 15 crores but the present 
return on this material is dis- 
couragingly small at 5.5 per 
cent and unless the pricing 
policy offers a reasonable 
margin, the company may note 
pursue the project, according 
io Mr D.C. Garni, its Manag¬ 
ing Director. 

Scindia Steam 

Scindia Steam Navigation 
Co which showed very en¬ 
couraging results for the year 
ended June 1980, having earn¬ 
ed substantial profit of 
Rs 16.27 crores against a loss 
of Rs 43.38 lakhs in the pre¬ 
vious year, hopes to do still 
better in the current year. 
Th.j directors feci that the 
worst of the shiping crisis is 
over. The company’s bulk 
cargo vessels continue to be 
employed at remunerative 
rates. However, persistent 
rise in costs continue to 
affect the profitability of the 
company’s operations. In 
spite of this, it is hoped that 
the results of the current year 
will be as satisfactory as of 
last year. 

The company is taking all 
steps necessary alongwith other 
companies to safeguard the 
company’s interest on the 
point by such legal actions, 
against the amendment in 
section 80-J, as may deem 
necessary. 

The company has requested 
the SDFC to grant a morato¬ 
rium in respect of the loan 
instalments and it hopes to 
receive a favourable reply from 
the SDFC. 

With the liner trade under¬ 
going change owing to new 
mode of carrying cargo in 
containers, the company is 
also taking steps to change 
over its fleet progressively to 
containers. The company 
took delivery of the third 
HSL vessel in September 1980. 
The fourth and the last of 
these container oriented vessels 
is scheduled for delivery dur¬ 
ing the current year. 

The company sold two ves¬ 
sels during the year for scrap* 
ping and two more vessels 
were sold for plying purposes. * 
After the close of the year. 
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dine more vessels have been 
sold. 

$Aukand Iron 

Mukand Iran and Steel 
Works hopes to show during 
the current year with a record 
turnover of Rs 100 crores 
against R$ 78.9 crores last 
year. The company's work¬ 
ing during the first four 
months ended October this 
year has shown an improve¬ 
ment over corresponding 
period of the last year. Sales 
during July-October this year 
have been Rs 32 crores against 
Rs25 crores in the same period 
l of 1979-80. Giving this informa¬ 
tion at the company’s annual 
meeting Mr Viren J. Shah, 
Chairman, said that the com¬ 
pany’s product development 
programme received a major 


imputus during the year. The 
company has developed the 
capability to melt, cast and 
roil stainless steel. Moderni¬ 
sation programme of the wire 
rod mill is under progress and 
the project is expected to be 
completed by the latter half of 
1981. 

Spencer and Co. 

Spencer ami Co has turned 
out improved results for the 
year ended June 1980 and the 
directors have declared a 
record dividend of 25 per cent 
against 28 percent paid in the 
previous year. Sales arc up 
by 13.2 per cent from Rs 44.53 
crores (in 1978-79) to Rs 49.20 
crores (1979-80). The gross 
profit at Rs 63.28 lakhs shows 
an increase of 10.5 per cent 
over the previous year’s figure 


of Rs 55.91 lakhs. Various 
appropriations, include depre¬ 
ciation Rs 7.68 lakhs (Rs 6.67 
lakhs), investment allowancs 
Rs 2.75 lakhs (Rs 2.20 lakh>) 
taxation Rs 5 lakh? (Rs 25.50 
lakhs) capital reserve Rs 31.09 
lakhs (Rs 19.52 lakhs), and 
general reserve Rs 1.71 lakhs 
(Rs 0.S8 lakhs). After certain 
adjustments there is a surplus 
of Rs 15 40 lakhs against Rs 
12.04 lakhs in the previous 
year. 

Orissa Sponge Iron 

Orissa Sponge Iron is off«r- 
ing for public subscription 
23.40 lakh equity shares of 
Rs 10 each at par to raise a 
part of the finance for its 
Rs 24 crore project at Tanga- 
reni, a centrally notified back¬ 
ward area in Orissa. The list 


for the fully uadcrwrifl^ 
issue opened on November 2#? 
The project cost is to be $8$ 
by share capital of Rs 6 crof#. ; 
and term loans of Rs MK 
crores. ■$ 

The project has been pro*; 
moted jointly by the Industrial!. 
Promotion and Investment 
Corporation of Orissa Ltd* 
(1P1COL) and the Torsteelf 
Research Foundation in India; 
(TRFI) in technical collabora¬ 
tion with the world renewed 
Allis-Chalmers Corporation,- 
USA. The US firm is also 
participating in the company V,. 
equity capital. The company 
has easy access to assured sup¬ 
ply of iron ore as well as coal, 
the two major raw materials. " 
Sponge iron has to be pro¬ 
duced by removing most of 
the oxygen from the iron ore 


DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


On behalf of the President of India, the Director, Directorate of Pur¬ 
chase and Stores. Department of Atomic Energy, Bombay 400 001 invites 
tenders as detailed below > 

I. DPS : BARC : ENG : 13949 due on 26.11.80 

Fabrication and supply of aluminium panels as per drawing and tender 
specifications. Qiy 34 Nos. 

2. DPS : NFC : ENG : 428 due on 1.12.80 

Accurate machining, heat tieatment and alignment of dies for punching 
spacer parts as per drawing and tender specification Qty. lsct. 

3. DPS : HWP : ENG : 1343 due on 2.12.80 

Grafoil end less pack mg rings in different sizes, as per tender specifica¬ 
tions. Qty. 27:o Nos. 

4. DPS : NFC : ENG : 434 due on 6.12.80. 

Spring clips/circlips made out of spring steel, as per drawing and tender 
specifications. Qtv. 5500 Nos 

5. DPS : AMD : ENG : 295 due on 9.12 80 

Mining tubc.s 3') Cfl capacity, as per tender specification. Qty 4 Non 

6. DPS : BARC : ENG : 14035 due on 10.12.83 

Sundering discs, aluminium oxide lesinoid or bakclito bonded grit 36 and 
60 as per tender specifications Qiy 6000 Nos. 

7. DPS : NAPF : PPED : CAP : 73 due on 12.12.80 

Design, mnmifucture. assembly, testing and delivery, properly packed 75 
tonnes pay load tractor trailer as per purchaser’s specifications. Qty. I No. 

8. DPS : HWP : FAB : 105 due on 15.12.80 

Fabrication, inspection and transportation of Hydrochloric Acid'Storagc 
Tanks to Heavy Water Project Site, Kota as per purchasers tcndcrjfdrawings 
and specifications, Qiy. 2 Nos. 

9. DPS : R-5 ENG : 552 due on 17.12.80 

Fabrication and supply of ion exchanger cartridges as per drawing and 
tender specifications. Qty. 10 Nos. 

10. DPS BARC : PDS : FAB : 1 due on 17 12 80 

Fabrication, rubberlining and supply of electrolytic cells as per pur¬ 
chaser’s tender drawing Qty. 28 Nos. 

II. DPS : TAPS : GEN : 1241 due on 17.12 80 

Handgloves cctton made of best quality hosiery cloth yellow colour 
60X00 Pairs. 

12. DPS : PPED : ENG : 1500 due on 18.12.80 

Stainless Steel Storage Tank, as per drawing and tender documents. 
Qty. 2 Nos. 

13. DPS : RRC : FAB : 240 doc on 18.12.80 

Design, preparation of manufacturing and shop drawings, manufacture, 
inspection, shop assembly, shop testing, guarantee, crating, delivery at 
Reactor Research Centre, Kalpakkam and erection & commissioning of the 
'following items as per purchaser's! endcr document and drawings : 

1. Dismantling Machine : Qty. I No. 

2. Vacuum cleaner : Qty. 1 No. 


3. Lead Shielded Container : Qiy. 1 No. 

4. Roof chuck driving mechanism : Qiy 1 No 

14. DPS : BARC : PDS : CAP : 1 due on 19.12.80 

Horizontal Self Priming Centrifugal/Turbine type pumps for pumping 
demineralized waicr and horizontal self pruning centrifugal/turbine type 
pumps for pumping alkali solution as per purchaser's specifications. Qty. 
49 Nos 

15. DPS : BARC : IEE : 3230 due on 22.12.80 

Design, manufacture, inspection, testing tropical export packing and 
supply cf motorised insulation tester and accessories as pci purchaser’s spe¬ 
cifications. Qty. 3 Nos 

16. DPS : I1WP : CAP : 587 due on 22.12.80 

Two Stage Non-lubricatcd Vertical Air Compressor having o pacity around 
300 NM*/hr complete with all accessories as per purchaser’s specifications. 
Qty. 1 No 

17. DPS : BARC ; IEE : 3218 due on 23.12.80 

Telcctor Monitor for high level radiation monitoring from distance 
with accuracy of ± 10% (Calibration with C o 60, 20 & C), Telescop e Probe : 
Chromium plated brass tube length : nun approx. 0.5m, max approx. 
4.15m etc. 

18. DPS : NFC ; MIA : 504 due on 23.12 80 

Hydriding/Dehydriding Furnace parts as per our drawings Mam hous¬ 
ing to be fabricated from ’Ol/.llft S S 

19. DPS ; RRC : CAP : 324 due on 26.12.80 

Supply, fabricate n, transportation, installation, testing and commission¬ 
ing of 1 No. V0 TR capacity Centrifugal, Chilled Waicr Package Unit as 
per purchaser’s specification. I set. 

20. DPS ; BARC : MIA : 14579 due on 26.12.80 

Dual Trace Oscilloscope with delayed sweep. Band width : -DC-50 
MHZ. Qty. I No. 

21. DPS : 006 PPED : FAB : 8 due on 5.1.81 

Manufacture, inspection, testing, packing and supply of ring eastings 
and semicircular castings as per purchaser’s tender drawings and specifica¬ 
tion. Qty. 36 Nos. 

Tender documents priced Rs 10 each for items 5, 17, 18 and 20; Rs. 25 
each for items 1,2,3,4,6,9,11,12,15 and 21; Rs. 35 each for items 8. 10 and 
14; Rs. 75 for item 16; Rs. 10!) each for items 7, It and 19 and General 
conditions of contracts priced 50 P. to all items except item 8, 10, 13 and 21 
can be had from the Finance and Account Officer, Department of Atomic /:>/- 
ergy, Directorate of Purchase and Stores , 3rd Floor , Mohatta Budding, Pultoh 
Road , Bombay-400 001 between JO a.in and 1. pm on all working days 
except on Saturdays. Import Licence will be provided only jf the jicins are 
not available indigenously to all items except items 8, 10, II, 13, 14, 18, 20 
and 21 Tenders will be received upto 3 p m. on the due date shown above 
and will be opened at 4 p.m. on the sinie dry. The right is reserved to 
accept or reject lowest or any tenders in part or full without assigiing any 
reasons. davp. 645(329)/80 
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by using the proven process 
developed by the foreign col¬ 
laborators. The main appli- * 
cation of sponge iron is in the 
electric arc furnace and steel 
industry as substitute for heavy 
melting grade steel scrap which 
has been getting increasingly 
scarce. If all goes well, the 
,< plant is expected to go into 
production by September 1981. 

Britelite Carbons 

Britclitc Carbons Ltd, 
Gujarat, has shown improved 
working in the year ended 
June 1980. Sales improved 
from Rs 36.52 lakhs to Rs 
48.71 Jakhsand the gross pro¬ 
fit from Rs 66,000 to Rs 1.39 
lakhs. After adjustments, a 
sum of Rs 29,821 has been 
carried forward to the credit 
of the accounts. 

Sadhna Nitrochem 

The directors of Sadhna 
Nitrochem have decided to 
maintain the dividend at 10 
per cent for the year ended 
June 30, 1980. 

The company has earned a 
gross profit of Rs 26.91 lakhs 
on a turnover of Rs 2.05 cro- 
res, according to brief pre¬ 
liminary figures. After depre¬ 
ciation of Rs 10.38 lakhs and 
investment allowance of Rs 
, 6.88 lakhs and after certain 
adjustments, the disposable 
surplus is Rs 9.94 lakhs. 

Out of this, the proposed 
dividend will absorb Rs 4.55 
lakhs and Rs 5.25 lakhs has 
been transferred to general 
reserve. 

Bharat Forge Bonus 

The preliminary vStatemcnt 
on the working of Bharat 
Forge Co shows a marked im¬ 
provement over the previous 
year. The company, apart 
from raising the equity divi¬ 
dend to 20 per cent for the 
year ended June 1980 from 10 
per cent in the previous year, 
has announced a liberal bonus 
issue of one equity share for 
every two shares held by capi¬ 
talising Rs 248 lakhs. 

Kirloskar's Dividend 

Kirloskar Oil Engines has 
raised the equity dividend for 
the year ended June 1980 to 


12.5 per cent a share from 10 
per cent in the preuious year. 

Capital and Bonus Issues 

Seven companies have been 
allowed to raise capital. Det¬ 
ails arc : 

(A) Bonus Issue : 

SLM-Mancklal Industries 
Limited : Rs 49,92,000 fully 
paid equity shares of Rs 100 
each in the ratio of 1:5. 

Datamatics Consultants Pri¬ 
vate Limited : R$ 3,69,000 fully 
paid equity shares of Rs 10 
each in the ratio of 9:10, 

(Bj Further Issu» 

Camphore and Allied Pro¬ 
ducts Limited : Issue of unse¬ 
cured bonds of Rs 1 crore, 
200,000 bonds of the face value 
of Rs 500 each. The bond 
carrying interest at the rate of 
12 per cent per annum will be 
redeemed on the expiry of 8th 
year, The proceeds will be 
utilised for meeting part fin¬ 
ance for the company’s diver¬ 
sification programme. 

Ramon Gujarat Limited : 

Issue of equity shares worth 
Rs 200 lakh, inclusive of the 
equity capital of Rs 33,87,200 
already raised for cash at par. 
The proceeds arc to be utilised 
to finance a part of the capital 
cost of the project for the 
manufacture of propeller 
shafts and universal joint kits 
to be set up at Tentithaiya. 

P.G. Foils Limited : issue of 
fresh equity shares worth 
Rs 100 lakh, for cash at par. 
The proceeds are to be utilised 
to finance a part of the capital 
cost of aluminium foils to be 
set up in Pali district. 

Universal Electrics Limited : 
Issue of fully paid equity shares 
of the nominal value of Rs 5 
Jakh to ICICI at a premium 
of Rs 4 per equity shares of 
Rs 10 each, in conversion of a 
part of term loan of Rs 25 
iakh. 

East India Syntax Limited : 
Issue of equity shares of 
Rs 96,56,000 for cash at Par, 
out of which shares of Rs 65.60 
lakh shall be offered to the 
public by a prospectus. The 
proceeds will be utilised as 
part finance for setting up a 
plant to manufacture polyester 
yarn in Mohindergarh district 


Shriram Fibres Limited < 

Regd. Office: Hemkunt House, 6Rajendra Place, Pusa Road, 
New Delhi 110 008 

NOTICE 

It is hereby notified for the information of the public that 
Shriram Fibres Limited proposes to make an application to the 
Central Government in the Department of Company Affairs, 
New Delhi, under sub-section (2) of Section 22 of the Mono¬ 
polies and Restrictive Trade Practices Act, 1969, for approval 
for the establishment of a new undertaking for the production 
of 7,500 tonnes per annum of Polyester Filament Yarn. Other 
particulars of the proposed new undertaking arc as under: 


(i) Name of the proposed 
undertaking 

(ii) Name(s) of the pcrson(s) 
or authority/authorities 
proposing to establish 
the new undertaking. 
Where it is a body corpo¬ 
rate, furnish details of 

its management structure 
together with those of 
the proposed undertaking 


The proposed undertaking 
will be a division of Shriram 
Fibres Limited. 

Shriram Fibres Limited will 
be the proprietors of the 
proposed undertaking. 


rate, furnish details of Shriram Fibres Limited is 
its management structure managed by a Managing 
together with those of Director under the guidance 
the proposed undertaking and supervision of the 

Board of Directors of the 
Company. 

(iii) Capital structure of the Capital structure of Shriram 
applicant person or authority Fibres Limited as on 31st 
and of the proposed under- March 1980: 
taking 

Authorised :Rs 600 lacs 
Issued & 

Subscribed— 

Preference :Rs 40 lacs 
Equity :Rs 373 lacs 

Total : Rs413 lacs 


(iv) Proposed location of the The new undertaking will be 

new undertaking located in a backward area 

of Andhra Pradesh. 

(v) Brief outline of the cost The estimated capital out- 

of the project, the scheme lay will be appioximately 
and source of finance Rs 36 crores. 

The project will be financed 
by Term Loans from the 
financial institutions, by the 
Company’s own internal 
resources and by augmenta¬ 
tion of equity capital. 

Any person interested in the matter may make a represen¬ 
tation to the Secretary, Department of Company Affairs, 
Government of India, Shastri Bhawan, New Delhi, within 14 
days from the date of publication of this Notice, intimating his 
views on the proposal and indicating the nature of his interest 
therein. 

for Shriram Fibres Limited 
D.N. Shama 
SECRETARY 

Dated : 14th November 1980. 
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November 20 

The excise duty on packsheet and 
jute twine, used for packaging of jute 
goods for export, has been totally with¬ 
drawn 

The third international cocoa agree* 
ment shunned by the US and the Ivory 
Coast which are the world’s largest 
importer and exporter respectively of the 
^commodity was formally concluded in 
~ Geneva. 

f The Mexican Government has set 
limits on crude oil and natural gas sales 
to the US and other countries. 

India abstained from voting on a UN 
General Assembly resolution calling for 
immediate withdrawal of foreign troops 
from Afghanistan. The Assembly pas¬ 
sed the resolution by a 111-22 vote with 
12 abstentions. 

India and Burma agreed on exploring 

possibilities of further increasing the 
Ippconomic cooperation. 


November 21 

The European Parliament voted in 
favour of suspending capital punishment 
throughout the nine-nation European 
Economic Community (EEC). 

The Assam Government suspended 26 
employees, including eight under-secre¬ 
taries. for their allegedly unauthorised 
absence from duty and other charges. 

The Left and Democratic Front, com¬ 
prising the Congress(U), the Janata Party, 
the CPI and the CPM, at its convention 
of‘active’ workers in the rural areas 
decided to intensify the farmers* agita¬ 
tion by organising road and tehsil bandh 
throughout the Nasilc district. 

All colleges in Punjab closed down 
for an indefinite period in view of 
mounting agitation by students in pro¬ 
test against the recent hike in bus fares. 

The Government has ordered the 
release of 411,000 tonnes of sugar for 
internal consumption in December. 


This consists of 271,000 toon* of levy, ’ 
sugar and 140,000 tonnes of free-sale 
sugar. 

In view of unstable price trends the 
Government has agreed to have rate 
contracts for one year. Hitherto, such 
contracts were generally concluded for 
two yeais. 

November 22 

The Government announced major re¬ 
laxations in its locational policy for 
industries so as to achieve the optimum 
utilisation of installed capacity together 
with the piescrvation of the einnonment 
and ecological balance. 

The Minister of State for Agriculture, 
Mi R.V Swammathan, hoped that the 
country’s foodgrains production would 
reach 130 million tonnes this year. 

The total amount of foreign economic 
aid expected to be available during 
1980-81 is Rs 2,276 1> crores. 
November 23 

Indian Airlines issued a letter of in¬ 
tent for four more Boeing 737 and two 
Airbus aircrait to be delivered in 1982-83. 

Israel’s inflation has resumed its ap¬ 
parently inexorable rise reaching an 
annual rate of 160 per cent 
November 24 

The British and Indian engineering 
industry representatives agreed on the 
creation of a consultative mechanism to 
co-ordinate Indian and UK companies 
for collaboration in third country pro¬ 
jects. 

A 25-member team of Soviet experts 
arrived in Tripura to undertake drilling 
operations in collaboration with the Oil 
and Natural Gas Commission (ONGC) 
at Rokhia, near the Indo-Bangladesh 
border in West district. 

Iran introduces rationing of essential 
consumer goods. 

Prince Charles arrived on a 13-day 
official visit. 

November 25 

A thinned summit of Arab States 
began its deliberations on a subdued 
note m the Jordanian capital city of 
Amman. 

The Congreas(I) won 10 out of the 15 
Assembly seats involved in by-elcctions 
in seven States. 
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Election Surprise 


It is not given to politicians to express surprise when they are 
victorious. Tvcn after her astounding election landslide in the 
Januaiy general election Mis Gandhi tried to make out that she 
had expected it all the time. Nevertheless there was no mistak¬ 
ing her elation then. And there can be no mistaking her ela¬ 
tion now that she has won 10 of the 15 Assembly by-elections 
this week. In one sense her victory this week is even more 
notable than her general election landslide. In the last election 
she could blame inflation, communal riots and deteriorating 
administration on her opponents. But this time she herself had 
to shoulder the lesponsihility for the continuation, indeed the 
intensification, of the same evils. The Opposition parties had 
banded together to put up common candidates in most consti¬ 
tuencies and could hardly have hoped for a more favourable 
climate. And yet the Congress(l) did not suffer the net loss 
of a single seat, as it relinquished three but wrested a similar 
number from its opponents. The three Chief Ministers—Mr 
A.R. Antulay of Maharashtra, Mr Jagannath Pahadia of Rajas¬ 
than, and Mr J B. Patnaik of Orissa—all won with huge majo¬ 
rities believed to be all-time records. 

If the Congress(I) can do so well when the countiy is in 
such a chaotic condition, it will surely be irresistible if Mrs 
Gandhi can produce even a semblance of a Government that 
works. Hie b>-election results can haidly be taken as public 
endorsement of comniual riots or inflation. They merely indi¬ 
cate that the public believes that, bad as Mrs Gandhi's adminis¬ 
tration might be, the Opposition parties would probably make 
things even worse. The credibility of Opposition politicians, 
which has been fast eroded since the heady days of 1977, is 
still falling and has not touched rock bottom. They have been so 
busy stabbing each other in the back even after the January 
election debacle that they inspire no public confidence. The 
old Janata Party has splintered into half a dozen fragments of 


decreasing relevance, and there is simply no credible alternative 
to Mrs Gandhi save in a few States with strong local parties. 
Indeed, it looks as though most Opposition parties are Mrs 
Gandhi's best friends, as their antics ensure that she is the pre* 
ferred politician notwithstanding her deficiencies 

By-election results have a habit of going against the ruling 
party at fhe best of times. It is worth remembering that the 
ruling Janata Partyjost a string of by-elections to Mrs Gandhi 
in 1978 long before the great inflation and long before the party 
began to disintegrate. Of course, the Janata Party had some 
by-election victories too. Its Chief Ministers like Mr R.N, 
Yadav and Mr B.S. Shekhawat got elected to State Assemblies 
with comfortable majorities. But neither received anything like 
the massive 90 per cent of the vote that Mr Pahadia and Mr 
Antulay have garnered. Given the present character of the 
Opposition, Mrs Gandhi must be tempted to think she can 
pretty will do (or not do) anything she likes and yet remain 
the dailtng of the masses. But she would be unwise to count 
on this public mood for too long. Indian voters do not haye 
long memories and the antics of Opposition parties will soon, 
fade from their minds if Mrs Gandhi does not get down to brj^ 
tacks. It is worth recalling that Mr Morarji Desai and . 
Charan Singh looked like extinct volcanoes after the 1971 elec¬ 
tion, yet came to power in the very next election. Mrs Gandhi 
who was rejected decisively in 1977 was elected equally decisi¬ 
vely three years later. The voting pendulum can swing 
viciously. 

The fanners’ agitation, which is spreading in various States, 
has deep roots quite independent of political parties (even 
though Opposition groups have tried to climb onto this band¬ 
wagon). The relatively poor performance of the Congress in 
Yavatmal was almost certainly due in part to the cotton 
growers’ agitation. But it is noteworthy that the fanners’ stir 
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tot two of the four seats which it held previously in State As* 
jP£>Ues. If this means that the farmers’ agitation will 
Hot spread to North India, it is indeed a blessing. 

The Bharatiya Janata Party has wrested two seats, one from 
the Congress(l). This has emboldened Mr Lai K. Advani to 
Claim that this is the only party to have emerged stronger from 
the by-elections. One hopes he is not earned away by bis 
thetoric. It is eertainly notable that the BJP should have put 
in a better showing than the united Janata Party, but one swat* 
low does not make a summer, nor do two constituencies. 
The BJP is relatively innocent ot the intriguing, back-stabbing 
and mindless grab for power that has characterised some 
other elements of the united Janata Party, and to this extent 
Jts public credibility might have suffered less But it has not 

it 
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it cast aside the communal slant which it has acquired thanks 
to the association of many of its members with the RS$. 

The rump Janata Party retained one of its two seats, prov* 
ing that all is not lost even if most is. At least it has not 
suffered steady haemorrhage ot party members to the Cong* 
ress(I), as the Congress(U) has been doing 

There will be a strong temptation on the part of some 
Opposition leaders to conclude that the stiategv of a united 
Opposition has been proved a failure flic conclusion would 
be quite wrong. There are times as in the b\-elections-- 
where nothing will succeed. But if indeed the climate is pro¬ 
pitious for success, a united front is the tactical tool needed 
to achieve it. Whether this kind of pap.’i unity loi electoral 
purposes will succeed in giving good <»o\eminent i> an¬ 
other matter. 


Who’s Afraid of Foreign Devils? 


The Chinese, it would appear, prefer Republicans to Demo¬ 
crats They have invited Mr Reagan to visit the Middle 
Kingdom. If he does so* he will be the third American Presi¬ 
dent -after Mr Nixon and Mr Ford—to drink Maotai in Tien 
An Men Square. The invitation, coming as it does despite 
the disastrous vHt by Mr George Bush and Mr Reagan's own 
less-than-diplomatic utterances with regard to Taiwan, is yet 
another demonstration of Chinese Weltanschauung. Gone 
^em to be the days when the Chinese people were told, “fear 
Hot the moon, feaT not the sun, fear only the foreign devil who 
speaks English". 

The goings-on in China typify the perplexities faced by 
those engaged in the active practice of ideology. Nowhere was 
this more clearly demonstrated than when the Chinese were 
negotiating Mr Nixon’s visit with Mr Kissinger. The United 
States had just launched a massive attack into Cambodia to 
“neutralise" Vietnamese sanctuaries The Chinese (unlike the 
US Senate) knew all about it but preferred to remain content 
with what Mr Jo Enlai called “firing empty cannons" i.e. a 
loud denunciation for the record which was phrased in such a 
manner that it laid to rest American fcais of Chinese inter¬ 
vention. 


“I have only been able to change a few places in the vicinity 
^>f Peking", observed Mr Mao Zedong to Richard Nixon when 
, a latter visited Peking in 1972. And therein lay the dilemma 
w 'ne faced after 1949. He was perceptive enough to realise that 
if the pursuit of pragmatic communism would lead to institu¬ 
tionalised privilege as m Russia, truly revolutionary com¬ 
munism would lead to incoherence and instability. 

The trouble with revolutionary fervour is that it does not 
transcend generations. The passing of the makers of the revo¬ 
lution poses a crucial choice between purity and permanence. 
Whether it is labelled revisionism or pragmatism, the end result 
is the same; a recognition that ideology is useful only upto a 
point; for, the qualities needed to destroy are not the same 
BA those needed to sustain. The French found this to their cost 


when the Jacobin terror eventually led to the dictatorship of 
Napoleon and the Russians did so when Stalin, after the death 
of Lenin in 1923, began consolidating his power with little 
regard for niceties and Trotskyites. 

The Chinese people were rather more fortunate in that 
Mao lived on for 27 years after the revolution. The tendencies 
of a huge bureaucracy and Mao’s own vision of China were 
often in convict. The opposing pulls of purity and permanence 
were finally resolved when the border clashes oi 1969 at the 
Ussuri and Amur rivers made it clear to the Chinese that the 
Soviet Union had to be countered, even if it meant supping with 
the devil himself. * 

And so it came about, after a prolonged minuet of court¬ 
ship—the famous ping-pong diplomacy—that Richard Nixon 
became the first American President to visit China. Duly an¬ 
notated by the Shanghai Communique, a new pair of friends 
emerged on the world scene. Not since the celebrated entente 
cordiah of 1903 between Britain and France had there been a 
greater diplomatic volte face. Nor, for that matter, had there 
been stranger bedfellows since Stalin signed his non-aggression 
pact with Hitler in 1939, 

Now, eight years after the event, the partnership seems to 
be doing well and indeed prospering. Repoits by visitors to 
China suggest that the Chinese arc increasingly adopting 
American means to attain probably similar ends Foreign 
collaboration, joint ventures, “fiee” plots for farming, econo¬ 
mic decentralisation, intcr-play of market forces (albeit to a 
limited extent) are all beginning to appear as China embarks 
on its programme of “modernisation". The new Premier, 
Zhao Ziang, is reported to have said that “pragmatism" will 
guide policy. 

Lord Palmerston once«observed that a nation does not have 
permanent friends or permanent enemies; it only has permanent 
interests. And if in ensuring these interests ideology is given 
the go-by, who, except the most fanatical, can cavil ? 
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economical air transportation of your cargo. 
And helps you to minimise your insurance 
costs, save on your inventory, get faster deli¬ 
veries to meet your deadlines, save on your 
packaging, and a host of other benefits. And 
all this at a much lesser cost than vou think. 
Get in touch with your nearest cargo agent or 
Indian Airlines. Both you and your cargo will 
be in good hands. 

i if I Indian Airlines ■ 
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M rs Indira Gandhi dislikes statistics. 

She says they fail to reflect the pro¬ 
gress made by the country, and give an 
^exaggerated picture of poverty. At a 
recent function to distribute science 
awards in Delhi, she said, “I spend a lot 
of time travelling in the country, parti¬ 
cularly in the last three years when I had 
no official conveyance. I did not see a 
s’rtgle case of malnutrition. In fact 
children looked to be in better health. 
Their eyes were brighter and they were 
better dressed."' 

Just imagine—all the starvation and 
hunger we read about is pure statistical 
I fiction. All this business about half the 
population being under the poverty line 
is a myth, propagated doubtless by Com¬ 
munists and RSS members who have in¬ 
filtrated the Central Statistical Organisa¬ 
tion. Journalists who report starvation 
deaths are distoi ting the truth—had they 
only stuck by Mrs Gandhi’s side they 
would never have seen a single case of 
malnutrition, leave alone starvation. 

Clearly, the new Discovery of India 
made by Mrs Gandhi calls for a new eco¬ 
nomic strategy altogether. The food for 
,work programme must be abandoned 
‘ instantly, as it is meant for malnourished 
people and no such people exist. Indeed, 
a programme of this kind intended to 
distribute millions of tonnes of grain to 
people already properly nourished is a 
health hazard, as it will lead to exces¬ 
sive fat. 

For the same reason, we must drasti¬ 
cally reduce investment in irrigation and 
agriculture, otherwise we will become an 
overfed nation. Slogans like “Garibi 
Hatao” no longer have any meaning, 
and should be replaced by meaningful 
lliogans like “Jyoti Basu Hatao.” Hav- 
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ing already ensured sufficient nutrition 
for the people, we must supply them 
with more sophisticated goods like motor 
cars. It is expressly for this purpose that 
Maruti has been nationalised. This will 
of course create a huge new demand for 
petrol in the midst of a global energy 
crisis. But now that wc are properly fed 
we can happily divert a few million hec¬ 
tares of land for producing gasohol. 

HDhe three wise monkeys of Hindu lore 
-■* could see no evil, hear no evil and 
speak no evil. Has Mrs Gandhi in her 
neo-religious frame of mind come under 
their influence ? Jt seems doubtful, be¬ 
cause malnutrition seems to be the only 
kind of evil that she cannot see. 

She has no difficulty in seeing the evil 
hand of foreign devils and the RSS in 
Assam, Moradahad, Jharkandand various 
other parts of the country. Nor does 
she have any problems in speaking evil 
of them. 

The surprising thing is that the Oppo¬ 
sition has not sought to make capital out 
of her statement. All these days, she lias 
been saying that the country went to the 
dogs under Janata rule and that it will 
take her years to clear up the mess. Now 
we suddenly hear that in all those bad old 
Janata days she did not come across a 
single case of malnutrition. Not even in 
Belchi, not even after the Andhra cyclone, 
not even after the drought last year. Ap¬ 
parently the Janata Party succeeded in 
banishing malnutrition without being 
aware of it. Luckily for Mrs Gandhi, the 
voters were also not aware of it, which 
is why she got elected. And, it goes with¬ 
out saying, the statisticians remain com¬ 
pletely unaware of it, and persist in their 
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ignorant talk of widespread under-nou~ 
rishment. 

rs Gandhi is certainly right in saying 
that statistics can be misused to prove 
almost any point of view. An unqualified 
use of statistics out of context can be 
misleading. But she is on shaky ground 
in complaining that if education increases, 
the number of the educated unemployed 
goes up automatically, and the statistics 
look bad instead of good. It is only in 
India that millions of college graduates 
are unemployed. Whether one looks at 
the least developed countries of Africa or 
the most developed ones of Europe, there 
are few graduates without a job. The 
fact is that we have created a monstrous 
university system which churns out low 
quality graduates in massive numbers 
which bear no relation at all to the job 
opportunities which really require such 
qualifications. And so we have the dis¬ 
tinction of being the only country in the 
world where all waiters in five star hotels 
are college graduates, and where docto¬ 
rate-holders apply for Class IV jobs. 

The statistics on the educated unem¬ 
ployed are not a distortion at all but an 
accurate revelation of the Government’s 
persistent and increasing failure to bring 
about a balance between higher education 
and job opportunities. Instead of curbing 
higher education, it has encouraged the 
mushrooming of ever more universities. 
The University Grants Commission 
then forks out enormous subsidies to help 
to mass produce low-grade students who 
certainly end up with degrees but can 
scarcely be called educated. This consti¬ 
tutes a deplorable misuse of scarce re¬ 
sources. Never in the history of mankind 
has so much been spent on so many so 
pointlessly. 

—Swaminatban $. Aijrar 
NOVEMBER 28, 1980 




Much of the British press has been treat¬ 
ing itself to turns of phrase about Mr 
Michael Foot's election as leader of the 
Labour Party, showing thereby more in¬ 
terest in playing with his foot than in 
discussing seriously the implications of 
this event in the political and social his¬ 
tory of the country. It is possible that 
the Labour Party may have put a wrong 
foot forward, or even that the trade 
unions have put their feet in their 
mouths, but there is surely more to his 
victory over Mr Denis Healey, his rival 
for the party chieftainship, than his sur¬ 
name being the cause of humour in other 
men. 

Mr Michael Foot is not merely idio¬ 
syncratic. He is also a man of ideas. 
Quite possibly his views in favour of 
unilateral disarmament may not be of this 
world, especially in the dangerous and 
disturbing eighties. But, one will have to 
be extremely insensitive to the one issue 
which must after all be supremely im¬ 
portant for the human race, viz., the 
issue of the survival of homo sapiens on 
the planet earth, to dismiss the intellec¬ 
tual or emotional premises of this argu¬ 
ment as irrelevant to the times. With 
the unconsummated SALT II threatening 
to become the temptation and provoca¬ 
tion alike for a stepped-up nuclear arms 
race between the power blocs, the initia¬ 
tives which a Prime Minister of Britain, 
holding the convictions which Mr Foot 
holds, could venture upon may not be a 
waste of statesmanship. 

Common Ground 

This would be especially so since 
his idealism does not seem to be of the 
‘make or bieak’ variety. Apart from the 
fact that, as Prince Charles has said just 
now, Britain had ceased long ago to be 
a heavy-weight in world power politics, 
the only way a Government in Britain 
could hope to be effective in key interna¬ 
tional issues^ involving the influencing of 
the policies of the super powers only by 
cultivating as much common ground as 
possible between its own approach and 
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the attitudes of the countries of Western 
Europe and Japan. The new leader of 
the Labour Party, given his political 
and Government experience, may not be 
insensitive to this desideratum. Conse¬ 
quently, if the next British Government 
is ro step out with Mr Foot in the lead, 
it may well help to take forward vigo¬ 
rously the essential West European con¬ 
sensus, with which Japan is allied, of 
saving and persevering with the detente, 
with Mr Foot himself trying to emphasise 
the progressive dismantling of nuclear 
weapon structures. Unless we are pre¬ 
pared to accept the fatalistic view that 
the Soviet Union and the United States 
will have to race each other to a stand¬ 
still in the piling up of nuclear armament, 
there is no reason to believe that Mr 
Foot’s elevation as the leader of Britain’s 
Labour Party with Prime Ministerial 
prospects is a tragedy. 

Divisive Factor 

Turning to the context specifically of 
Britain’s domestic politics, we must note 
of course that Mr Foot is most definitely 
a trade union warrior. As a part of the 
background for a possible Prime Minister 
this could be a deeply divisive factor in 
the prevailing social and economic con¬ 
flicts or tensions in British society. In¬ 
deed, the election of Mr Foot is seen in 
both Tory and Right Wing Labour cir¬ 
cles as the going down of the parliamen¬ 
tary wing of the Labour Party before the 
determined onslaught and decisive power 
of the trade unions and constituency par¬ 
ties. Tory strategists obviously are hop¬ 
ing that the strain of this defeat would 
prove too much for the party loyalty of 
some at least of the Right Wing labour 
MPs, but there arc no signs that Mr 
Denis Healey, who got 10 votes less than 
the 139 that went to Mr Foot, is himself 
keen on playing the role that is expected 
of him by Labour dissidents or Tory op¬ 
ponents of splitting his party down the 
middle. 

Indeed, even the Labour MPs who be¬ 
lieve that Mr Healey Would have been a 


more formidable proposition as Labour’s 
candidate for the Prime Ministership 
when Britain goes to the polls again may 
reconcile themselves to Mr Foot as a 
possible unifier of the party in the face of 
the bid which is being made by the ex¬ 
treme left, under the leadership of Mr 
Anthony Wedgwood Benn, for taking 
control of the labour movement both 
within Parliament and outside. While a 
battle royal will have to be joined for 
the control of the labour movement, if 
agreement is reached in the Labour Party 
on a new system of party election to be 
held next year, it is possible that more 
and more of the main body of Labour’s 
parliamentary wing may come to see in 
the leadership of Mr Foot the party's best 
chance of holding itself together. 

Disturbing Impact 

Some observers, however, seem to be¬ 
lieve that the demonstration of clout by 
the trade union wing of the Labour 
Party with whose support Mr Foot has 
won the Labour leadership may have a 
disturbing impact on the support which 
Labour may hope to enjoy in the com¬ 
munity in general. It is quite true that, 
during the strenuous times through which 
the British economy is passing, with un¬ 
employment rising, while industry feels 
besieged in its board rooms by labour un¬ 
rest and export constraints caused partly 
by a strong pound, trade union power 
has come to be among the recognizable 
threats to economic recovery or social 
stability in the minds of large numbers 
of British voters. y 

But, then, the Government in office is 
not exactly becoming more popular as 
the Thatcher Cabinet is seen more and 
more to be long on prescriptions for 
Britain's economic ills but short on cures. 
The British public seem to be becoming 
less and less sure that it is necessary of 
it will be useful to stay the course with 
the present Prime Minister in her pursuit, 
not always steady or sure, of monetary 
or fiscal conservatism as a means of put¬ 
ting Britain's economy back on the rails. 
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'l^/iisbpwyttWI and the erosion of 
Britain's industrial base and export capa¬ 
bilities seem to be marching hand 
band. 


in 


Her troubles have not been lessened 
by the frontal attack made on the econo¬ 
mic policies of her Government by Mr 
Edward Heath, former Tory Prime Minis¬ 
ter. In a recent BBC radio interview, dis¬ 
cussing monetarism with the US econo¬ 
mist, Mr Milton Friedman, Mr Heath 
accused the latter of wishing to abolish 
America's industrial base in the same way 
that was happening in the UK and went 
on to remark with crushing sarcasm dir- 
> ectcd at the leader of his own party that 
*Mr Ronald Reagan, however was “too 
intelligent" to follow monetary policies 
similar to those which were being practis¬ 
ed by Mrs Thatcher. Mr Heath's words 
have naturally been as music to L abour 




what extern he could reassert his influ¬ 
ence on fellow Tores to be able to range 
a significant number of them against 
Mrs Thatcher’s leadership. 

While there is mounting disquiet in Tory 
ranks about unemployment figures, over 
two million already and still rising, Mrs 
Thatcher herself seems to be maintaining 
her icy cool, pointing out for the special 
benefit of Mr Heath that “nothing has 
done Britain more harm in the world than 
the endless backing and filling which we 
have seen in recent years”—some of 
which incidentally wqre years of Mr 
Heath’s own Prime Ministership. Indeed, 
she has not hesitated to regislei an 
Olympian aloofness from employment or 
industrial investment and production 
statistics and has proclaimed that once 
a decision has been made and a policy 
established, “the piinic minister and col- 


to it”. 


Consistency, as a virtue, is, however* 
apr to be oversold. As Mr Denis Healey" 
has noted, interest rates in Britain have 
been at record levels for some 12 months > 
now. A major casualty of this crunch to 
the smaller firms, which in the words of 
Mr Heath, “are going bankrupt more 
rapidly than ever befoic” Not that big 
firms are in u happier state They can¬ 
not make profits, says Mr Heath, “beca¬ 
use of the high exchange rate of the 
pound sterling'’. It is possible then 
that, by securing labours crown, Mr 
Foot may have taken a giant step forward 
towards a richer prize As for the trade 
unions, they have been so often blamed 
for doing their worst to ruin the British 
economy, it is not unreasonable that 
some responsibility must descend on them 
for running it, perhaps through Mr Foot. 


Of Farmers, Prices and Terms of Trade 


{ Fakmtks in several States are on the offen¬ 
sive : they want more remunerative pri¬ 
ces. The rationale being offered is that 
during the last five years* the terms of 
trade have moved against agriculture. 
According to one estimate, during 1974* 
79, at 1960 prices, agricultural income 
increased only by 10.57 per cent whereas 
non-agricultural incomes increased by 
19.45 percent. From this it is inferred 
that a large part of the output gain was 
shifted to the uon-agricultural sector due 
to the adverse terms of trade, 

> As the table on page 1180 (Col 4) shows, 
it is a fact that the terms of trade have 
moved against agriculture. However, the 
present spate of agitations are probably 
only partly due to a clear realisation of 
this. It is also due to the perception that 
agitations pay dividends regardless of 
their merits, tie that as it may, it is useful 
to examine the terms of trade argument. 

During the fifties and early sixties, the 
philosophy seemed to be one of squeezing 
agriculture to keep the towns fed a la 
Soviet Russia. The low agricultural pri- 
ptes led to deficit production, so much so 
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that in the bumper yearofl964-65 India’s 
imports of foodgniin were 7 million ton¬ 
nes. Then came the drought of 1965-66 
and along with it the realisation that pro¬ 
duction had betict be increased. 

The improved techniques of production 
that accompanied the green revolution 
entailed a higher cost and the Agricultu¬ 
ral Prices Commission (APC) was briefed 
to bear this in mind while fixing pi ices. 
Meanwhile, due to poor availability mar¬ 
ket prices continued to be way above the 
APC price and the terms of trade conti¬ 
nued to favour agriculture till the mid- 
seventies. Gradually, as availability 
improved, the gap between the APC price 
and the market price narrowed and the 
terms of trade started moving against 
agriculture. By March 1980 they had rea¬ 
ched an all-time low. It is no coincidence 
that all the farmers’ agitations have star¬ 
ted since ihcn. 1 he demands have been 
voiced in varying degrees of sophistica¬ 
tion, (including an outrageous one by Mr 
C. Narayanaswami Naidu) that since far¬ 
mers have been getting the short-end of 
the stick for a few years now, all out¬ 
standings against them (amounting to 


about Rs 5,000 crores) should be written 
off. The APC, it seems, has been told 
by the Government that in future it should 
bear in mind the terms of tiadc also while 
fixing prices. 

This is one side of the picture. The 
other side relates to the period 1960-75 
when the terms of trade generally favour¬ 
ed agriculture. According to one estimate 
by MrG.S. Kainth, there was a transfer 
of nearly Rs 7,000 crores from the non- 
agricultural to the agricultural sector. 
This, along with the fact that for institu¬ 
tional and structural reasons most of this 
transfer went to those with surpluses 
(particularly the big farmers) has been 
used as evidence by certain economists to 
‘prove’ not only the failure of Govern¬ 
ment policies to reduce tural poveity but 
also a conspiracy of the rich farmers to 
get richer while making the poor pooper. 
I ollowing Michael Kalecki’s model of 
intermediate regimes, this shift in the 
terms of trade has been used to demons¬ 
trate the existence of an alliance between 
the big farmer, the bourgcosic and the 
bureaucracy in Indian polity, it has also 
been used to explain the industrial retar- 
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d&tion since 1965-66. TN$I is hot a wholly 
accurate view, 

The fundamental problem that faces a 
country embarking on industrialisation is 
of feeding the towns, which necessitates 
the emergence of a surplus in the agri¬ 
cultural sector. This surplus can be in¬ 
duced, in part, if farm prices are remune¬ 
rative. Ergo, if the terms of trade over a 
twenty-year period have tended to favour 
agricullurc, can any dispassionate obser¬ 
ver seriously assign mala fide intentions? 

Look at it from another viewpoint. If 
the terms of trade do not favour agricul¬ 
ture—as indeed they did not during the 
fifties and the country imported toodgrain 
heavily - there is a gap between supply 
and demand. This by itself pushes up 
farm prices, leading to the same result. 
Alternatively, the country can go on im¬ 
porting gain (as the Soviets have been 
doing) which is certainly not a wholly 
desirable stale of affairs. 

The main point of criticism seems to be 
that despite the favourable terms of trade 
the vast majority of the agricultural sec¬ 
tor, as also urban dwellers, have become 
worse oIT, The gainers, it is said, have 
been the rich farmers who have surpluses. 
Those without surpluses—and with defi¬ 
cits—have had to pay higher prices, thus 


Index Numbers of Agricultural and 
Manufactured Products 

(Base 1970-71 —100) 


Year 

Index 

Index 

Prices of 


for Agri. 

for 

Agri. 


products 

mfgd. 

products 



products as % of 




mfgd. 

1971-72 

100.4 

109.5 

91.7 

1972-73 

110.3 

121.9 

90.5 

1973-74 

139.2 

139.5 

99.8 

1974-75 

169.9 

168.8 

100.7 

1975-76 

157.3 

171.2 

91.9 

1976-77 

158.5 

175.2 

90.5 

1977-78 

174.8 

179.2 

97.5 

1978-79 

171.9 

179.5 

95.8 

1979-80 

188.6 

215.3 

87.6 

January 80 

192.9 

224.4 

86.0 

February HOP 

191.2 

228.8 

83.6 

March 80«* 

193.5 

231.8 

83.5 

P : Provisional 


Source : Economic Survey, 1979-80 


becoming poorer* tbit is a mistaken 
notion of the role of prices. 

The objective of remunerative prices is 
to induce farmers to produce more . Whe¬ 
ther the greater production thus induced 
leads to a marketed surplus or not depends 
on entirely different factors. Thus, a 
small farmer who produces more than he 
did ten years ago may still not have a 
surplus if, for example, he also produces 
more children at the same time. Prices 
affect him to the extent, that if he is a net 
buyer of food, he pays more and is there¬ 
fore that much poorer. But it must not 
be forgotten that it is the higher prices 
that induce him to produce more in the 
first place. It is essential to bear in mind 
that rising farm prices have played only 
a small part in increasing the impoverish¬ 
ment in the rural areas. Various other 
factors, such as the increasing population 
and pressure on land, have contributed 
far more significantly. 

Nevertheless, it cannot be denied that 
income distribution has been lopsided. 
But this reflects adversely not on the 
price policy but on fiscal policy and other 
instruments for bringing about income 
shifts. Without wishing to appear mali¬ 
cious, it is instructive to examine the re¬ 
cord of the CPM Government in West 
Bengal. The Finance Minister, Mr Ashok 
Mitra, is amongst the most articulate 
critics of the farm-prices policy. Why 
then has he not taxed agricultural in¬ 
come ? If the terms of trade have benefi¬ 
ted the large farmers, surely they ought 
to be taxed and the proceeds utilised to 
improve the condition of the rural poor. 
The difficulties probably lie not with Mr 
Mitra’s inclinations, bur with the imple¬ 
mentation of such a policy, for, how 
would Mr Mitra collect ? 

Mr Mitra is also of the view that “since 
the initiation of the New Agricultural 
Strategy... .the overall rate of growth of 
both farm output as a whole, as well as 
foodgrain production... .has not been 
superior to what obtained in the preced¬ 
ing 15-year period; in fact, it has been 
worse.” The facts are like this. During 
the period when Mr Mitra says the rate 
of growth declined, absolute production 
increased from 89.35 million tonnes to 
103.61 million tonnes despite the two very 
severe droughts of 1965-66 and 1972-73. 
For the 15 years preceding 1964, the mon- 
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Let us, in fact, go a step further. Dur¬ 
ing the fifth Plan (1974-79) the terms of 
trade have gone against agriculture. Yet, 
absolute production has increased* 
Would this have been possible if produc¬ 
tivity had not increased in the years im¬ 
mediately before? The wider increase in 
productivity itself was a consequence, in 
part, of the favourable prices, for if farm¬ 
ing had been unremunerative the improv¬ 
ed techniques may not have been adopted. 

It has also been argued that the rate 
of growth of agriculture has been steadily 
declining: that it was highest during the 
fifties at around 3.5 per cent, that it fell 
off to 2.8 percent during the sixties and 
was about 2.6 per cent during the seven¬ 
ties. Since this has occurred despite the 
favourable terms of trade, goes the argu¬ 
ment, obviously the price policy has been 
a failure. It is, however, useful to note 
that the base year for these comparisons 
keeps changing and that during the fifties 
the area under cultivation also increased 
more than it has done since then. When 
there are no virgin lands left, the only 
way out is to increase productivity. But 
that entails a cost which has to be either 
subsidised or passed on. Both have 
been done and if in the process the big 
farmers have benefited disproportiona¬ 
tely, it speaks ill not of the price policies 
but of other measures open to Govern¬ 
ment to tap the surplus. 

The above facets suggest that the pro¬ 
blem is a tricky one. Leaving aside politi¬ 
cal considerations, an imbalance in rela¬ 
tive prices will be either inflationary (if 
the terms of trade are disproportionately 
favourable to agriculture) or it will lead 
io lower rates of growth in agricultural 
production. The present attempt by the 
Government to keep the agriculturists 
happy by seeking to tilt the terms ofJ 
trade in their favour will be inflationary . 
in the short-run. In the longer run, 
however, adverse terms of trade will slow 
down agricultural growth. 

The solution obviously, and as usual, 
lies in the middle, i.e. medium tetra ad¬ 
justments to balance out the Various 
factors. The objective should be not to 
compensate for past losses as is being de¬ 
manded by the farmers, but to influence 
price trends in such a way as to allow for 
a secular growth sans inflation. 
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1YUHPR0MEXP0 

FOR STEEL 

TECHNOLOGY FROM 
START TO FINISH 


V/O TYAZHPROMEXPORT 
renders technical assistance in building! 
complete, integrated projects in Steel 
ft Ferro-alloy metallurgy, covering 
every department from coke P* ants to 
refractory manufacture, from ore mining 
to rolling and steel shaping. 

V/O TYAZHPROMEXPORT 

has played a vital role in developing and 
assisting several projects in India The 
Bhilai Steel Plant and the Bokaro 
Iron £± Steel Plant have been built 
with TYAZHPROMEXPORT 
assistance. And now 
TYAZHPROMEXPORT is 
assisting in the expansion 
of these plants. 

The new giant steel project to be 
set up at Visakhapatnam will be 
another landmark in 
TY AZH PROM EXPORT'S technical 
assistance to India. 

PI t‘ 5 t* s <}// t'mjiJ t r tt-'S to' 

V 01YAZHPRDIUIEXP0RT 

18/1. Ovchirmikovskaya nab.. Moscow, 113324, USSR 
Cables : Moscow Tyazhpromexport' 

Telephone : 220 16 10 Telex ; 7351 
or Office of the Counsellor for Economic Affairs 
USSR Embassy, New Delhi Telephone : 697004. 697007 


lunam boqnombt 


1181 










Economic Analysis 


Nehru and the Public Sector 


Dr S. Chakravarty 


In Jawaiiarial Nehru’s intellectual 
make-up, two things stand out very 
prominently, a proround sense of his¬ 
tory and a deep commitment to a sci¬ 
entific secular outlook. His interest 
in planning was, therefore, not merely 
technocratic although he was aware 
that technocrats had an impoitant role 
in carrying out a process of socio¬ 
economic transformation through 
planning. K>r him planning basi¬ 
cally implied the extension of the 
domain of rationality from the in¬ 
dividual to the area of social decision 
making. It has been argued by some 
historians that capitalism is the first 
socio economic formation which is 
based on the principle of rationality. 
But this concept of rationality was 
limited, to a latgc extent, to a concept 
of instrumental rationality, or to put 
it more simply, to the problem of mini¬ 
mizing means required to achieve a 
prc-spccificd end. In practice, it meant 
the principle of maximizing money 
profits, which, in certain specific social 
and historical situations, may also be 
socially the right thing to do, even 
judged by the criterion of “social 
^ good”, but adhering to the same prin- 
f ciple may give rise to gross social in¬ 
justice as well as to an inefficient al- 
~ location of resources in situations 
T which arc very often likely to prevail 
i in a backward developing economy. 
I In such situations, substantively ra- 

1 lional action requires that wc go bc- 

2 yond the limits of the principle of 

♦ ‘letting things alone' and try to channel 

♦ the motive forces which shape societies. 
T Nehru saw planning as a powerful 
X, motive force which could liberate the 

♦ This is the text of Nehru Memorial 
Y Lectine delivered by Di S. Chakravarty, for- 
I mcr Member of the Planning Commission. 


latent energies of vast masses of peo¬ 
ple and deploy them productively in 
bringing about which he called a 
‘socialist pattern of life*. What did he 
mean by much an expression ? As he 
himself stated in introducing the 
second Five-Year Plan in the Lok 
Sabha, on May 23, 1956, "We mean 
(by the above expression) a society in 
which there is equality of opportunity 
and the possibility of everyone to lead 
a good life." He further added, "Ob¬ 
viously, this cannot be attained unless 
we produce the wherewithal to have 
the standards that a good life implies. 
We have, therefore, to lay great stress 
on equality, on the removal of dispari¬ 
ties, and it has to be remembered al¬ 
ways that socialism is not the spreading 
of poverty. The essential thing is that 
there must be wealth and production”. 

These sentences state, what I con¬ 
sider to be the essential premises on 
which Nehru's approach to planning 
rested. In more modern language, 
they contain what may be called the 
commonsense underlying the concept 
of ‘redistributive growth’, an idea 
which was sought to be concretized in 
framing the draft of the fifth Five- 
Year Plan. Nehru rejected basically 
two simple sequential approaches to 
planning. The first one says, "let us 
have growth first and then we shall 
have time to take care of problems 
relating to distribution”, while the 
second one says, "let us begin with 
distributive justice and we should be 
content with whatever growth rate 
comes out as a consequence”. It should 
be noted that we should not equate 
these sequences with the capitalist and 
the socialist solutions, as in popular 
minds they often tend to be. For it 


is not at all dear that in a semi- 
feudal economy which has had a long 
colonial past, any form of capitalism 
is growth maximizing. Similarly, when 
we arc dealing with a poor economy 
subject to population pressure, a sim¬ 
ple minded distributive policy, even if 
it were to be practicable, will neces¬ 
sarily imply a quality ofiifc which can 
hardly lead to the full development of 
human potentiality. 

in working out the strategy of redis¬ 
tributive growth. Nehru attached a 
great deal of importance to the pro¬ 
blems of capital accumulation. As he 
saw it, India had to invest vast amo¬ 
unts of resources in building up a large 
network of infrastructure such as en¬ 
ergy and transport initiate a break 
from almost complete dependence on 
a few agricultural commodities for ex¬ 
ports, bring large amounts of land 
under assured irrigation and, above all, 
equip its growing population with re¬ 
quired skills and aptitude. He saw 
these investments as essential to break 
the ‘vicious circle of poverty’, even 
though he knew that this required 
placing some burdens and responsi¬ 
bilities on the present generation of 
India, especially amongst the more 
affluent ones. He approached the ques¬ 
tion of the public sector in this con¬ 
text as a possible instrument in render¬ 
ing the transition more acceptable to 
large sections of our society. 

Let us first consider what were the 
alternatives with Which he was faced. 
India had inherited from its British 
rulers a certain lagacy of underdevelop¬ 
ment with some characteristic features. 
There was virtually stagnation of agri¬ 
culture which had extended over nearly 
half-a-centtury, a shrinking export 
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market initiative terms, an economy 
with very little consumption of modem 
> forms of energy, and an infrastructure 
largely oriented to export activities. 
Undoubtedly, there was an Indian en¬ 
trepreneurial class, largely with a trad* 
ing background which had made some 
dents in the sector of modem industry, 
largely textiles. 

To place the entire burden of deve¬ 
lopment on this class could not have 
conceivably meant a rapidly growing 
economy; let alone an economy which 
would have inbuilt features of an equi¬ 
table social order. It is, of course, 
quite possible that some growth would 
have been possible if one could assume 
that there would :be a massive inflow 
of foreign resources, capital, skill and 
technology all included, but quite 
apart from the goals of the national 
movement, it is extremely doubtful 
whether India was strategically or 
otherwise so situated which would 
have allowed such a solution to be 
worked out, not to mention the income 
distributional considerations. 

My argument would seem to suggest 
that the approach adopted by Nehru 
could be justified on purely pragmatic 
considerations alone. 1 have no doubt 
that pragmatic considerations played a 
very important role. But there were 
more things involved than mere prag¬ 
matism. There was a whole theory of 
transition to a more humane social or¬ 
der which was behind the choice that 
Nehru made. To get some indica¬ 
tion of the way Nehru saw the issues 
involved, I cannot do better than to 
quote once again from a speech 
which Nehru made at the annual 
meeting of the FICCI on March 5, 
1955, “Capitalism, Socialism, Marxism, 
all these are children of the Industrial 
Revolution. We are on the eve of at 
least something as great as the Industrial 
Revolution, perhaps something bigger. 
It is affecting everything—production, 
distribution, thinking and everything 
else. In this context, why was this de¬ 
cision for a Socialist Pattern of Society 
taken ? It was taken to give an indi¬ 
cation of the objective and the ap¬ 


proach* We have to flt India into the 
nuclear age and do it quickly**. 

Here, again, we get a clear indication 
that for Nehru, the process of transi¬ 
tion included not merely accumulation 
of physical assets which, no doubt, 
was extremely important but also build¬ 
ing up of technological capabilities of 
the highest order. Furthermore, it is 
made abundantly clear that for Nehru 
none of the conventional modes of 
thinking as well as existing patterns 
of social organization were adequate 
to deal with the technological opportu¬ 
nities which were opening up. He, 
therefore, wanted the strategy of tran¬ 
sition to be worked out in the context 
of changed times. 

India's second Five-Year Plan was 
formulated precisely to take care of 
some major aspects of the transitional 
requirements. Simultaneous acceptance 
of emphasis on so-called heavy industry 
strategy along with emphasis on village 
and cottage industries, was given an 
analytical coherence by the late Profes¬ 
sor Mahalanobis. But the basic idea 
was to make adequate preparations 
for changing the entire productive base 
of society while buying time by allow¬ 
ing for labour intensive activities to 
develop in certain sectors of the eco¬ 
nomy. In addition, Nehru and Mahala¬ 
nobis both made it clear that agricul¬ 
tural development was to be brought 
about through small peasant pro¬ 
prietors whose deficiencies were to he 
remedied through a gradual adoption 
of cooperative methods of manage¬ 
ment. Nehru did not clearly envisage 
the growth of large scale mechanized 
farming based on wage labour-capi¬ 
tal relationship. In implementing the 
heavy industry strategy, Nehru assigned 
a great deal of importance to the pub¬ 
lic sector. He himself gave several 
reasons which can be stated as follows. 
First, those industries were marked 
by long gestation periods, heavy capital 
investment and a high level of techno¬ 
logy. Private sector in India was by 
and large not in a position to invest 
in these sectors, because their internal 
resources were small, Indian capital 


market much too small and imperfect 
Furthermore, these required a very 
skilled labour force which could not 
be recruited from the rest of the eco¬ 
nomy without substantial investment 
in skill formation. In the nature of 
the case, the State was in a much better 
position to deal with these problems 
because it could afford to take a long 
view and not be guided by the crite¬ 
rion of (exclusive) private profitability. 
Second, many of these industries were 
marked by a high level of indivisibility 
and the Indian market could sustain 
at best a few large units at reasonable 
levels of efficiency. Hence, monopoly 
gains could be very large and this could 
adversely affect the distribution of in¬ 
comes. Third, given the inter-indus¬ 
trial flow of outputs, these industries 
could be described as ‘key industries’, 
where command by the State run on 
democratic lines could ensure higher 
levels of public accountability and 
correspondingly dangers of discrimi¬ 
nating treatment with regard to the 
rest of the economy could be mini¬ 
mized. 


As I see it, Nehru’s ideas at this * 
stage were more heavily influenced by f 
considerations of ‘physical planning* t 
as distinguished from financial plan- ♦ 
ning. He was very much concerned I 
that India should minimize its depen- ♦ 
dence on imported materials of a f 
critical nature as well as speed up the t 
process of indigenization of techno- f 
logy. Examples where vulnerability f 
could be large were indicated when he ♦ 
talked about domestic production of ♦ 
mineral oils, machine-building, atomic 7< 
energy, etc. Plan priorities also reflect- P 
ed this aspect of his thinking. Within x* 
the broad framework laid down by the I 
Plan, Nehru was very categorical that J 
private sector had a very major role 
to play. One can refer to his nu¬ 
merous speeches where he put the re¬ 
cord straight by inviting private sector 
to do the best that it could by way of 
contribution to national wealth. 


Succeeding Five-Year Plans have 
followed the example set by the second 
Five-Year Plan in as much as they 
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devoted large sums of money to build* 
ing up capacities in the public sector. 
However, have "they succeeded in 
achieving the objectives which Nehru 
had in mind ? 

Let us look at the industrial picture 
that India presents in 1980 and com¬ 
pare it with what it was when planning 
began. 

Consider sectors such as heavy elec¬ 
trical equipment, oilrefining, produc¬ 
tion and exploration, heavy chemicals, 
ferrous metallurgy, transport equip¬ 
ment. These are all sectors where 
Indian industry has come of age. I am 
leaving out sectors such as atomic 
encigy where full impact is yet to be 
felt or computers which have to go 
a long way even though a good start 
has already been made. 

What has been the contribution of 
the public sector in all these areas ? 
Answer is that in each case its impact 
has been overwhelming. It may be 
said, however, that such an answer 
does not mean anything by itself in as 
much as their growth is due to Govern¬ 
ment's policy decision to direct investi- 
blc resources into public enterprises 
which were specifically set up in each 
sector. This is, of course, true but the 
facts remain that in many of these 
sectors Indian industry is very highly 
competitive. Furthermore, they de¬ 
mand a very high level of skill and 
managerial talent. Without labour and 
management inputs of a high order, 
mere investment of financial resources 
would not have yielded the results in 
terms of steadily growing production 
levels. I think that clearly there can¬ 
not be any two opinions that without 
the mediation of the public sector, 
these sectors could not have developed 
at all or at least would have developed 
as completely dependent entities as the 
experience of many countries show. 

T here is, however, const ’erablc cri¬ 
ticism of the public sector in certain 
sections of the p:ess and also in seve¬ 
ral elite circles. We should devote 
some time to these criticisms, not mere¬ 
ly because in any democratic polity, 
responsiveness to criticism is necessary 


for survival, but also because further 
growth of the public sector as well as 
its ability to fulfil the objectives that 
Nehru and Indian planners had set be¬ 
fore themselves may depend on the 
adoption of certain crucial remedial 
measures. 

I believe that misgivings about the 
functioning of the public sector stem 
in the popular mind from two sources, 
one physical and the other financial. 
The physical performance of the pub¬ 
lic sector has been regarded as below 
the mark by many observers. I think 
that a global approach in this context 
hides more than it reveals. Going by 
disaggregated statistics, the sectors 
whose performance cause considerable 
concern are power, railways, coal, 
transport equipment, heavy engineer¬ 
ing, certain fertilizer units and, of late, 
steel. These are obviously sectors 
wheie shortfalls create very consider¬ 
able problems for the rest of the eco¬ 
nomy. 

What are the reasons for these short¬ 
falls ? As far as I can understand it, 
these reasons are threefold. There is, 
of course, the quality of management, 
a point which is very often given the 
pride of place. This factor is much 
too important to be ignored and I 
shall come back to it at a later stage 
of the argument. But I believe that 
there arc two other important reasons 
which are often overlooked. One of 
them relates to the role exercised by 
inter-industry linkages. Capacity uti¬ 
lization in several very important 
industiies is an inter-dependent pro¬ 
cess. Coal, steel, power and transport 
constitule a complex, sometimes labell¬ 
ed as the Tuel-metals' complex which 
cannot be run efficiently unless their 
planning and current operations are 
properly coordinated in time and 
space. This requires obviously moni¬ 
toring and adoption of remedial ac¬ 
tion, if necessary, at levels higher 
than the units themseves, sometimes 
cutting across industries. I believe 
that we have so far failed in evolving 
a viable organisational structure for 
this purpose. We generally oscillate 


in this respect between rather passive 
unitwise management and very high 
level intervention, none of which is ' 
adequate to deal with this job. 

The other factor that I have in 
mind is that of demand. It is generally 
well known that for heavy machinery 
production to remain at a high level, 
the overall level of investment demand 
must be growing at a sufficiently rapid 
rate. Any slackening in the rate of 
growth of investment, not to speak of 
absolute decline, is apt to create ex¬ 
cess capacity in the higher order capi¬ 
tal goods sectors. Economists have 
been long familiar with this pheno¬ 
menon in their study of business cir¬ 
cles. Answer to demand problem 
would lie partly in stepping up levels 
of public investment, partly in product 
diversification and partly in looking 
for possible ways of reorienting pro¬ 
duction for export purposes. It would 
also follow, pro tanto, that any signi¬ 
ficant liberalisation of imports in these 
areas can aggravate the demand pro¬ 
blem very considerably. 

I now turn to the discussion of the 
financial aspects of the problem, in so 
far as they are not a direct result of 
under-capacity utilization. I am as¬ 
suming, at this stage, that physical 
and financial management can be tre¬ 
ated independently of each other, 
which is not always true. 

The main issue in this context is one 
of price fixation by the public sector. 
There was at one stage the idea that 
public sector should neither make pro¬ 
fits nor losses. This was based on 
certain misconceptions regarding the 
role of the price system in the context 
of an expanding economy. Fortuna¬ 
tely. these misconceptions are no lon¬ 
ger prevalent among the professional 
economists. In practice, however, we 
have gone one step better. We are 
selling highely scarce commodities and 
services quite often below their costs 
of production. The result is accumu¬ 
lated losses by the public sector, a 
flourishing black market and a very 
negative image for the public sector. 

The present practice is often sup- 
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ported by the argument that this way 
we help restrain the increase in prices, 
^ This, I believe, is a gross misconcep¬ 
tion. It is, of course, true that given 
the nature of the products produced by 
most public sector enterprises, a rise 
in price in any major industry has a 
cascading effect. But if costs are in¬ 
flexible, then the alternative is some 
form of subsidization by the Govern¬ 
ment, which, in the conteut of today, 
results in a larger volume of deficit 
financing. I would maintain that 
for most practically relevant situations, 
the latter is the more dangerous course 
i from the point of view of permitting 
an inflationary rise in prices. 

There is also a somewhat deeper 
problem involved in terms of corpor¬ 
ate management. A concern which is 
obliged to sell its product at a price 
which gives rise to loss is, in many 
cases, apt to lose its initiative, parti¬ 
cularly when it knows that its prime 
costs are going to be covered in any 
case. Economies which are to be ob¬ 
tained by distributing overheads over 
a larger volume of output do not 
appear attractive when prices arc kept 
at artificially low levels, This means, 
in effect, an additional cause for defi¬ 
cient capacity utilization. 

These arguments constitute, in my 
opinion, a logically compelling case 
for greater price responsiveness on the 
part of the public sector. Consider¬ 
ing the fact that public investment in 
crucial areas is a ‘must* for this 
economy and also the fact that the 
usual avenues for mobilizing resources 
through taxation are getting progres¬ 
sively blocked, for reasons which are 
partly economic, partly administrative 
and partly political, there would appear 
to be no way out to treating the public 
sector as an engine of accommodation 
in the years to come. This is a di¬ 
mension of public sector’s functioning 
which was insufficiently stressed in the 
earlier years of Indian planning. I 
now turn to the first reason, the ques¬ 
tion of managerial inefficiency. This is 
no doubt a factor of considerable im¬ 
portance* I would be inclined to think 


thatourpwUc enterprises suffer from 
excessive centralization of top appoint¬ 
ment decisions, an inadequate struc¬ 
ture for delegating responsibilities 
within the organization, absence of an 
adequate managerial cadre oriented 
towards achieving goals which are sup¬ 
posed to correspond to the basic objec¬ 
tives of public enterprises. Above all 
there is the greatest need to recognizs 
that the job of public sector managers 
is entirety professional in nature, 

which in today’s context also involves 
a high degree of exposure to relevant 
technical processes. 

Two solutions have been suggested 
in certain quarters in fairly recent 

times. One relates to the question 
of private management with public 

ownership. The implicit idea here 
is that private management is 

necessarily more efficient. There 
are certainly some very well run 
private units in the corporate sector. 
They deserve due recognition on their 
own merits, but then equally clearly 
there have been several cases of very 
well-run public enterprises. Such a 
comparison, therefore, does not, in 
my opinion, clinch the issue. In order 
to bring about strategic reorientation, 
one must have sufficient evidence that 
there is a very large reserve of pro¬ 
fessional talent available in the private 
sector, which can be tapped in large 
measure by the public sector for the 
types of product it produces. Such 
evidence at the moment is not avail¬ 
able to the best of my knowledge. 

A second suggestion is import libera¬ 
lization in regard to capital goods in¬ 
dustries. Here, I submit that compatibi¬ 
lity with the country’s basic objective 
of self-reliance requires that we import 
suitable designs, if and when necessary, 
rather than products. Furthermore, 
even here as Japan’s technological 
policy shows what is essential is adap¬ 
tation and evolution of designs rather 
than mere imitation. In fact, one of 
the points that I shall strongly urge is 
that public sector should devote suffi¬ 
cient effort to building up significant 


of industry. 3» 

Returning to Nehru’s ideas on die ; ■ 
role of the public sector with which I 
began, there are two mqjor develop- ;; 
ments which make his arguments for ;; 
the public sector even more compel- "; 
ling today than it would otherwise be. ; ‘ 
One relates to the worldwide turmoil ; \ 
on the energy front. Here, I believe ;; 
that India has to mount very major ;; 
efforts in regard to exploration, deve- <; 
lopment, research and utilization of ;; 
different forms of energy resources. ;; 
Our economic survival as a growing ;; 
self-reliant nation significantly depends ;; 
on our success in this area. The other ;; 
point is the paramount need of accu- ; > 
mulation to which J have already made *; 
reference. In order to prevent dis- ;; 
parities getting wider amongst classes ; 
and regions, public sector will have to [ 
be run very efficiently as well as pro- ;; 
fitably. All our policies will have to <; 
be reoriented bearing these two re- j; 
quiremenfs in mind. <> 

Nehru himself was well aware of !! 
what this implies. He said, “when 33 
one deals with, a plant and enterprise 33 
where quick decisions are necessary, 3 3 
which may make a difference between ’ > 
success and failure, the way a govern- < ■ 
ment functions is not sometimes suit- 3 3 
able. I have no doubt that the normal 3 3 
governmental procedure applied to a 3 J 
public enterprise of this kind will lead 3 3 
to the failure of that public enterprise. 3 3 
Therefore, we have to evolve a system 3 3 
for working public enterprises where, 33 
on the one hand, there are adequate < 3 
checks and protection, and, on the 3 3 
other, enough freedom for that enter- 33 
prise to work quickly and without 33 
delay”. 3: 

I believe that these words possess the \; 
same amount of relevance today as ; 
they had when they were spoken. ;, 
Instead of wasting much time and ” 
energy on relatively sterile debates, it ;; 
is towards evolving such a viable frame- J ’ 
work that all our efforts should be ;; 
devoted. For, as Nehru added, we ;! 
shall all be ultimately judged by the ;. 
final results. ;; 
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Adding nearly 1000 new accounts every day 
proves we aren't just another bank! 

Yes We have been adding 
nearly 1000 new accounts 
every day for the last 10 years 
That is, neaily 300,000 new 
accounts eveiv year And 
3tnilhon new accounts over the 
last 10 years 

Scheme* that are unique 

New customers have come to 
us primarily because we 
offer everything they expect 
from their banker And they 
have stayed on, because we 
have provided schemes that 
meet their needs Schemes 


Helps build 
laftanne 


that are unique to Indian 
Bank-like the 'Save For 
Science' scheme and the 
'Save For Your Own Home' 
scheme 

The connection that endures 

The customers who have 
come, have stayed on and 

& 

Indian Bank 

(A Govt of India Enterprise) 


grown with us In fact it has 
Been proved that over 62% 
of our accounts are long term 
deposits with a maturity of 
over 3 years which means 
that the customer's connec¬ 
tion with the Bank endures 
for three years o: more 

Loyalty keeps us strong 

With this kind of long term 
trust and customer loyalty 
that's ours today, we aren't 
just another bank You'll 
discover that, if you come 
along. 
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FINGER 


HPhb debt which a world rescued from 

K JL UftlAMom nums tn nil tfirtcf* nintrum 


\ *■* Hitlerism owes to all those women 
j who might have played the role of un- 
isung heroines in world war II will 
[perhaps never be fully documented. 
lAfe||parts of the story keep showing up 
f nKfedrift wood. Some time ago we were 
told in detail how General Eisenhower, 
as supreme commander of the Allied 
forces on the western front, was kept 
fighting fit by a ministering angel from 
Britain's WAC, who was functioning as 
his chauffeur and much else. That was 
a case of the old world coming to the 
rescue of the new, the reverse of which 
Churchill had in an early war-time speech 
asked for. However, his famous phrase, 
we n ow learn, did come true in his own 
|!Pfe Claimed to be <( the best kept 
secret of the war cabinet”, the "very 
sincere and close” friendship between 
Churchill and a beautiful American 
singer is credited with having served the 
free world well, especially during the 
darkest days of the blit? when she gave 
generously of her extremely hospitable 
company to Britain’s war-time Prime 
Minister. 

Thus was the circle of lend-lease bet¬ 
ween the United States and Britain made 

€ sct. But, whereas Ike and his wife 
? known to be having their conjugal 
and downs, Churchill’s married life 
“my darling Clementine” had al- 
^. ays been billed as idyllic. Surely, no 
one need take too seriously the fuss 
currently made in certain sections of 
British society about a recent book 
asserting that mistresses have always been 
a by-way of life for Britain’s 'gentlemen’ 
class. 

r !he Hindustan Times Weekly of 
November 16 had in its magazine sec¬ 
tion an article on “Black man’s burden”, 
jgjpph it introduced to its readers in the 

Bmrnimxsmm 


following words: "On a trip in a Madras 
bus an African student found out all 
about apartheid, Indian style”. 

It appears that Mr Obasanjo, who knows 
a little English, hailed an auto-rickshaw 
on Mount Road and asked to be taken 
to an address in Kodambakkam, a 
suburb known for the comforts it could 
piovide for lost or lonely males. The 
auto-rickshaw man who knew even less 
English assumed not unreasonably that 
Mr Obasanjo was one of those foreign 
tourists who wanted to explore what the 
city had to offer, apart from Canjeevaram 
sarces or Nataraja bronzes. But, 
Mr Obasaryo, wanting only to go to 
some prefectly innocent addiess in 
Kodambakkam whcic he was staying, 
did not have in mind what the auto¬ 
rickshaw man supposed he had. Natu¬ 
rally, then, there was a lot of misunder¬ 
standing and some unpleasantness or 
even altercation when they arrived where 
Mr Obasanjo did not expect to arrive. 

A fter this embarrassment, he was natu- 
rally not in the best of moods and 
when he subsequently boarded a bus, he 
was evidently over-disposed to be sensitive 
and quarrelsome wheic the natives were 
concerned. Anyhow, when a woman 
standing in front of him moved away, he 
took it as an act of raual insult or colout 
discrimination. Indeed, worse was to 
follow, as Mr Obasanjo saw it. On 
finding that there was a vacant seat be¬ 
side a women passenger and, since no 
other woman was standing, he tried to 
take it, but was told by the woman in 
the next seat that he could not do so 
since that section of the bus was reserved 
for her sex. Partly because of the 
language difficulty but mainly, I suspect, 
because of Mr Obasanjo’a overwrought 
emotional state, he seemed to have over- 


nkettd quite exemivety. la iS^'itST 
shouted abuses to the effect that tvfeffc ' 
'these’ women were only too ready to 
entertain black men in brothels, they 
were pretending that they were too 
superior to allow black men to sit next 
to them in buses 

r /ic Hindustan Times , rather inexpli¬ 
cably, believes that, in this instance, 
Mr Obasanjo had been a victim of 
“apartheid, Indian syle” or more preci¬ 
sely, Madrasi style Mi Obasanjo, pre¬ 
sumably, was not aware of the official 
iegulation in Tamil Nadu which lay* 
down \ery hi inly that the women’s 
section on buses is exclusively for women 
and that a male passenget cannot occupy 
a vacant scat in that section, even if all 
women passengers arc seated, except 
when he is accompanying a women 
passenger in which case he can take a 
seat beside her as a member of the 
‘party’. 

% 

It is possible that Mi Thomas M. 
Kimarts, a fuend presumably of Mr Oba¬ 
sanjo, who has written up the apartheid 
story and sold it to The Hindustan Times 
may not be aware of this official regu¬ 
lation although my own suspicion is that 
he has ignored this important detail in 
order to be able to sensationalise his 
allegation of‘apartheid’. 

What passes my comprehension is what 
pi evented The Hindustan Times from being 
more circumspect or making itself better 
informed while buying the story and play¬ 
ing it up in a way which must cause pain, 
to many of us. Objectively, had any Indian, 
south or noith, behaved in the insulting 
manner which Mi Obasanjo chose to 
adopt, in whatevei country of Africa 
which Mr Obasanjo or Mr Kimaro 
belongs to, he would have been soundly 
thrashed if the ‘Madrasi* is at all to 
be faulted, it can only be on the count 
that theic was none in the bus who had 
the guts to teach Mr Obasanjo that he 
could not exploit his language problem 
or his ignorance of 
local' official regula¬ 
tion for going on an 
ego trip. 
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fa the Nation 

The Power Scene 


Evbn though the target for the addition 
to power generation capacity during the 
current financial year has been set at a 
somewhat lower level than in the last 
year, yet it is not likely to be accompli¬ 
shed. As against 2,945 MWs capacity 
targetted to be added last year, this year's 
programme envisages augmenting of capa¬ 
city by only 2,687 MWs, The shortfall 
in the attainment of the current year’s 
target is expected to be at least 400MWs. 
It may grow to around 600 MWs if the 
fourth unit of the Durgapur project fails 
to go on stream, which possibility is not 
ruled out. The shortfall this year, how¬ 
ever, will be considerably less than in 
1979-80 when only 1,799 MWs capacity 
was commissioned or rolled—1,146 MWs 
less than the year’s target. 

Of the 2,687 MWs capacity to be ad¬ 
ded this year, 1,825 MWs is to be thermal, 
407 MWs hydel and 455 MWs nuclear. 
Slippages are expected only in the ther¬ 
mal sector. Unlike in the previous three 
years when the commissioning of the two 
nuclear projects—Ranapratap Sagar unit 
II (220 MWs) and Kalpakkatn unit I 
(235 MWs)—has proved elusive, there is 
not likely to be any slippage in this field 
this year. The Ranapratap Sagar unit II 
has already gone on stream. The first 
unit of the Kalpakkam project, it is 
asserted in official circles, will definitely 
be commissioned by March as heavy water 
for it has been arranged. 

Thermal Spill-Over 

Three projects in the thermal 
sector—Bandel unit V in West Bengal 
(210 MWs), Talchcr unit V in Orissa 
(110 MWs) and Uran Gas Turbine 
unit I in Maharashtra (60 MWs) - will 
spill over to the next year. Durga¬ 
pur unit IV (210 MWs) may not materia¬ 
lise, it is considered to be a marginal case 
at present. . Last year there were major 
slippages in the implementation of pro¬ 
grammes in all the three sectors. Neither 
of the two nuclear projects materialised. 
The major shortfall as between the ther¬ 


mal and hydel sectors was in the case of 
the former. 

The above calculations, however, do 
not include nearly 900 MWs capacity 
which was rolled towards the close of 
last year. As this capacity is stated to 
have been stabilised this year, the firm 
generation capacity will increase to a 
substantially greater extent than in 
1979-80. 

Easy Position 

The availability of power in the country 
has started easing since September 
when generation improved by 6.6 per cent 
as compared to September last year. In 
October, there was further improvement 
in supply as generation went up by 7.3 
percent over the output in October, 1979. 
The first half of November witnessed in¬ 
crease in generation to as large an extent 
as 15.3 per cent. Upto September-end, 
of course, overall generation had failed 
to pick up any significantly even though 
the hydel situation had started improving 
in July after the onset of monsoons. The 
serious setback to hydel generation upto 
June-end, because of the depleted re¬ 
servoirs following last year’s drought, 
necessitated postponement of the periodi¬ 
cal overhauls of many thermal stations. 
This task had to be undertaken after July 
when hydel generation improved. 

Since early this year both these sectors 
have been showing marked improvement. 
The generation of nuclear power too has 
shown an uptrend in the recent weeks 
both at the Tarapore and Ranapratap- 
sagar stations. Besides clearing signifi¬ 
cantly the backlog of maintenance of ther¬ 
mal projects, coal supplies to all such 
stations have legistered considerable im¬ 
provement to 3,600 wagons a day curren¬ 
tly from an average of 3,300 wagons daily 
in April and May. Ultimately, it is ex¬ 
pected that coal supplies to these stations 
will be stepped up ip the course of this 
year to 3,900 wagons a day. 
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A significant fact about the improve¬ 
ment in power availability in the recent 
weeks is that generation in both West 
Bengal and Bihar has shown an uptrend 
—from the DVC complex by 15 per cent 
and in Bihar by 100 per cent. Another 
hopeful development has been a steady 
improvement in the performance of the 
200/210 MWs unit supplied by the BHEL 
to about 35 per cent of their rated capa¬ 
city from 25 per cent earlier. The utilisa¬ 
tion of capacity of some units has gone 
up even to 5(Tper cent. This level of uti¬ 
lisation, of course, is not considered fully 
satisfactory and efforts are to be made to 
improve it further. 

In consultation with the Planning Com¬ 
mission, a 15-year perspective is being 
drawn up for the power sector as against 
a 10-year perspective earlier. The capa¬ 
city during the current Plan period is pro¬ 
posed to be raised by 20,000 MWs. This 
will necessitate a marked acceleration of 
the implementation programmes, as only 
about 2,300 MWs generation facilities 
will be added during the first (current) 
year of the Plan. 


Govt Purchases: 
Procedural Changes 


Several modifications are proposed to 
be effected soon in the purchase proce-, r 
dures of the Central Government follow^ 
ing the deliberations of the Central Pur¬ 
chases Advisory Council (CPAC) which 
met here last week, after five years. Two 
of these should go a long way in redress¬ 
ing the grievance of suppliers in regard to 
price escalations and facilitating the re¬ 
quisite augmentation of production faci¬ 
lities. Price variations are to be permit¬ 
ted automatically wherever necessitated 
by escalations in production costs as a 
sequel to increases in the prices of it 
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are eitto controlled dr regu¬ 
lated by the State. An advance indica¬ 
tion of Government’s buying intentions 
^is to be provided to trade and industry so 
that they can equip themselves for the 
required production and supplies. 

With a view to expediting the fulfil¬ 
ment of supply contracts, it has been 
recommended by the CPAC that es¬ 
sentiality certificate given by the Directo¬ 
rate-General of Supply and Disposal to 
its contract-holders should be honoured 
and given high priority in the supply 
of scarce raw materials by the different 
controlling agencies such as the Steel 
Authority of India. 

^ Among the other important recom¬ 
mendations of the Council are; (i) 
the terms and conditions of DGS&D 
purchases should be simplified to the 
maximum extent possible and information 
about such purchases should be widely 
disseminated; (ii) a list of registered sup¬ 
pliers to the DOS &D with details of their 
products for which they are registered 
should be published on a regular basis. 
This presumably has been done with a 
view to introducing greater element of 
i competition amongst suppliers. 

Streamlining Processes 

A couple of decisions have already been 
taken to streamline governmental pur¬ 
chase processes. The decision-making 
powers of officials have been enhanced. 
They can take decisions at their own level 
upto 50 per cent more value they were 
authorised till now. A time limit of 60 
days has been fixed for the registration of 
a firm with the DGS &D. The renewal 
of provisional registration is proposed to 
- be made automatic in the absence of 
any adverse performance report against 
the party. 

In the interest of providing further 
fillip to small-scale industries, a high- 
powered committee has been constituted 
to identify more items which can be re¬ 
served for exclusive or partial purchases 
from this sector. Already the list of items 
reserved for exclusive purchases from 
the small-scale sector has been enlarged 
to include 385 items. There are a num¬ 
ber of other items 50 to 75 per cent of 
the purchases of which are to be made 
* by the DGS&D from the smallscale units. 


Fifteen p$r cent price preference ii ^avail¬ 
able to small units which have to com¬ 
pete with the large and medium-scale 
enterprises for purchases by the Central 
Government. With the enlargement of 
the list of items exclusively or partially re¬ 
served for purchases from the small-scale 
sector, Government purchases from this 
sector have gone up to about Rs 122 crores 
out of a total of over Rs 1,000 crores. The 
identification of more items for exclusive 
or a specific percentage of purchases 
from this sector will raise this figure 
significantly in the near future. 


Prospects for IDBI 


An aggregate sanctioned assistance of 
Rs 5391 crores (excluding guarantees for 
Rs 282 crores) and disbursal of Rs 3612 
crores, since its inception in 1964 by the 
Industrial Development Bank of India, 
the apex industrial financing body of the 
country, has enabled the Bank to estab¬ 
lish itself as one of the leading develop¬ 
ment banks in the world. 

Releasing in Bombay the annual report 
for the year ended June 30, 1980, Mr 
R.K. Talwar, Chairman of the Bank, tried 
to allay apprehensions over the lag in the 
disbursal of assistance compared to the 
assistance sanctioned. During the year un¬ 
der review sanctions amounted to Rs 420 
crores while disbursals stood at 217 
crores—slightly more than half the assis¬ 
tance sanctioned. Mr Talwar pointed 
out that while sanctions were within the 
control of the institutions (of course sub¬ 
ject to the cooperation of the borrowers), 
the initiative for disbursements lay mainly 
with borrowers. Disbursements arc ob¬ 
viously linked to the physical progress 
made by borrowers in the implementa¬ 
tion of the project which itself further 
depends on many factors such as avail¬ 
ability of inputs like cement and adhe¬ 
rence to delivery schedule of plant and 
machinery. Also assistance sanctioned 
will be spread over the implementation of 
the project which could be anything 
from two to four years. The bigger the 
project, the longer would be the period of 
implementation. These factors, he ex¬ 



plained, led toa gapin \ 

tioned and disbursed. ' 

Mr Talwar also referred to certa^J 
issues affecting industiial linancing calling^ 
for wider discussions. At present in 
pect of seed capital assistance extend^? 
to small and technocrat promoters, 
institutions stipulate a “buy back 0 
rangement by the promoters in ret*.;, 
pect of equity shares. Preference;, 
shaies issued for seed capital assis- 
tanee are expected to be redeemed* ',: 
Mr Tulwar suggested the inclusion of 
such an arrangement even in respect of 
large projects. But one has to doubt the 
efficiency and desirability of such atl 
arrangement. Already the promoters are 
allowed to hold 40 per cent of the equity 
capital, the balance being issued to the 
public, a pair of which or substantial por¬ 
tion of which devolves on the institutions 
underwriting the issue depending on the 
response to the issue from the investing 
public. Will not any addition to the 
equity holding of the promoter group 
add to the concentration of economic 
power which the Government seeks to 
reduce ? Then what about the question 
of the wider dispersal of the equity hold* 
ing ? It is, of course, true, as observed 

--- 4 ----- 

T.T. Vijayaraghavan writes 
from Bombay 

by Mr Talwar, that development institu* 
fions like 1DB1 underwrite these issues 
not from the viewpoint of investment 
but in order to see that the projects do 
not fall through in the event of inadequate 
support by the public to the capital 
issues. Such disinvestment will enable the 
institutions to further recycle their re¬ 
sources. In a way it will also enable 
the institutions to convert in some cases 
their term loan into equity since the con¬ 
version option is exercisable only in cases 
where the equity holding of the public 
institutions does not exceed 40 per cent 
The suggestion for disinvestment however 
calls for formulating alternative ways of 
doing so and has to be exercised with cau¬ 
tion under varied circumstances. 

It is pertinent to mention here that no 
progress has been made (or has it been 
shelved ?) on the suggestion made by the 
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||PMer* chairman ' df ' J.N. 

ff&kena, with regard to timing of public 
Issues. Mr Saxena had sag girted that the 
|v institutions might at the first instance, 

; subscribe to the capital of the companies 
; since in any case the response to the 
issue is normally poor and these shares 
"devolve on the institutions, and offer 
them to the public at an appropriate time 
* —say around the time the project is sche¬ 
duled to commence commercial produc¬ 
tion. This would result in better public 
Response since the waiting time to realise 
the fruits of investment is considerably 
reduced. - 

Laudable Suggestion 

Mr Talwar has advocated the inclusion 
f of representatives of the institutions while 
fixing up prices in respect of controlled 
commodities. The suggestion is a laud¬ 
able one. It is well known that many 
units go sick on account of unremunera- 
tive prices fixed for the output. These 
units arc faded with an intriguing situa¬ 
tion wherein the prices of output are con¬ 
trolled without perhaps, corresponding 
: Control on the cost of inputs. The in- 
f elusion of institutional representatives 
would also enable the authorities to take 
into consideration certain practical diffi- 
, cutties faced by the new units. In many 
cases no allowance is made to the capa¬ 
city build-up, teething troubles etc. while 
fixing the prices for new units. It is not 
' fair to expect new units to reach the 
4 rated capacity for price fixation in the 
<#ery first year of operation. 

With the growth in the activities as is 
evident from the assistance disbursed, 
decentralisation of decision making is ob- 
viously desirable. In this connection Mr 
Talwar has called for further delegation 
in favour of State level institutions. At 
present the State level institutions cater 
mainly for small and medium units with a 
capital outlay of less than Rs 2 crores 
save for marginal underwriting assistance 
provided by the all-India financial insti¬ 
tutions. Since lending to small units 
carry an inherent risk, their activities 
have to be buttressed by comparatively 
less risky and more lucrative lending to 
medium units. Mr Talwar has however 
in another context, lamented that the 
consultative functions of IDBl are not 


Even to matters like appointment of 
managing directors wherein IDBI has to 
be consulted, this is done more as a for¬ 
mality. This being so, will it be possible 
for IDBI to have better and effective 
'■ control over the operations of State level 
institutions if further powers are delegat¬ 
ed to them ? It is well known that the 
State level institutions, barring a few, 
do not possess the requisite talent to con¬ 
duct a detailed appraisal of medium and 
large units. Mr Talwar’s suggestion, al¬ 
though meant to improve the working of 
State level institutions, can be implement¬ 
ed by only exercising caution and perhaps 
greater study. 

, On the issue of relationship with the 
borrowers, Mr Talwar has expressed dis¬ 
satisfaction over the present state of 
affairs. Progress reports submitted to 
institutions are nothing but a routine 
statement. He cited the instance of a 
large project, the implementation of 
which resulted in substantial overrun. 
Surprisingly the, matter was not made 
known to the institutions or even the 
Board of Directors of the company. 

Poor Monitoring 

Leaving aside .the board of directors, 
does not this reflect on the poor monitor¬ 
ing done by the institutions ? Docs not 
overrun strike at the very roots of assump¬ 
tions on the basis of which the project was 
cleared to be viable ? Perhaps this calls 
for tougher line of action by the insti¬ 
tutions. Institutions have to seriously 
think in terms of setting up special panels 
or at least providing an officer exclusively 
to monitor the implementation. This 
could, to start with, be done for the 
projects where the assistance exceeds 
Rs 10 crores. 

Mr Talwar has hit the nail on the 
head when he suggested that euthanasia 
be applied to sick units which could not 
be made viable in spite of concessions 
and special incentives. Thi$ will enable 
the institutions to keep them away from 
avoidable controversies and devote their 
energies in rehabilitating other sick units 
which, when properly attended, can be 
put back on rails. 

Mr Talwar also announced that al¬ 
though the debt-equity and promoter's 


WOtdd be i^vifijfed ifWwkrcd 
A working group consisting of representa¬ 
tives of Industry, and financial , experts haa 
been constituted for examining the pre¬ 
vailing policies and recommending changes 
considered desirable. 

On the operational side of IDBI, it 
may be mentioned for record that the 
Bank's sanctions and disbursal during the 
year ending June 1980 registered increases 
of 31 percent and 23 per cent respec¬ 
tively on top of increases of 47 per cent 
and 43 per cent achieved in the preceding 
year. Direct project assistance at Rs 420 
crores was higher by 9 per cent over the 
previous year while disbursement at Rs 217 
crores was lower by 16 per cent than the 
previous year. Sanctions under soft loan 
scheme also declined from Rs 107 
crores fo Rs 94 crores. There was a 
spurt in the refinancing area. Aggre¬ 
gate refinance sanctions and disbursal at 
Rs 625 crores and Rs 410 crores were 54 
per cent and 61 per cent higher respec¬ 
tively than those in the preceding year. 
Commercial banks have emerged as 
major beneficiaries of the refinance 
schemes. IDBI extended five* new 
foreign lines of credit to Vietnam, 
Malaysia, Sri Lanka, Mozambique and 
Algeria For import of machinery and 
equipment from India. 


Jyoti Basil and 
Mrs Gandhi 


Mr Jyoti fiasu recently charged Mrs 
Gandhi with inability to provide an effec¬ 
tive Government. The Chief Minister’s 
criticism would have carriedgreater weighs 
if he had been' able to give such an ad¬ 
ministration to West Bengal. The persis¬ 
tent and acute shortage, of power and the 
utter uncertainty about its availability 
bring out glaringly the State Govern¬ 
ment’s failure to govern. ’ The (.eft Front 
enjoys a comfortable majority in the As- / 
sembly and it has also the overwhelming 
support of the working class. Yet, the 
Government has not been able to enforce 
discipiine-in the power plants and spare 


NOVEMBER 2ti, 


EASTERN ECONOMIST 


1190 



pj-obleni has been, in existenceeve: during 
the days of Mr Siddbartha Ray’s regime 
and that it will take some years to solve 
it permanently* Rut if only Mr Basu's 
Government had tackled it with boldness 
and realism, the generation of power 
would have been at much higher levels, 
which would have enabled the State’s . 
economy to revive from prolonged stag*, 
nation. 

Weak Administration 

There are also other areas where Mr 
Basil's Government has not shown evi¬ 
dence of a strong administration. For 
example, almost all the public sector 
undertakings of the State Government 
continue to incur heavy losses. The law 
and order situation also is not as satis¬ 
factory as Mr Basu claims. In these cir¬ 
cumstances, it docs seem odd that the 
Chief Minister should accuse the Prime 
Minister of “non-performance.’* This, of 
course, does not mean that West Bengal 
has no genuine grievances against the 
Centre. But Mr Basu should place them 
in proper perspective. 

Addressing the Left Front MPs from 
West Bengal in New Delhi on November 
19, Mr Basu mentioned several specific 
instances where the Centre’s indecision 
was holding up the State's economic pro¬ 
gress. He referred to the schemes for a 
petro-chemical complex and a ship-repair 
yard at Haldia, an electronic complex in 
Salt Lake and several other projects, on 
which a decision had been kept pending 
for a long time. Some of them had al¬ 
ready been approved by the Janata Go¬ 
vernment and Mr Basu wondered why its 
successor was still delaying their, sanction. 
Whatever may be Mrs Gandhi's political 
differences with the Left Front Govern¬ 
ment, she should not allow them to stand 
io the way of doing justice to West 
Bengal, 

the Prime Minister should remember 
that the denial of these projects or indefi¬ 
nite delay in sanctioning them would ag¬ 
gravate. the hardship of the people of , 
.West Bengal where the problem of un¬ 
employment has, become more acute and 
widespread. Mrs Gandhi has been show¬ 
ing peat concern for the rapid develop- 


^ou jfdr a longtime. She should learn 
the appropriate lessons from the events 
in Assam and do her best to speed up the 
progress of the economy of the eastern 
region as well. The Prime Minister should 
rise above party and political considera¬ 
tions and take prompt and favourable 
decisions on projects waiting for clearance 
from West Bengal If this State prospers, 
it wiU contribute in* no small way to 
strengthening the country's economy. 

Mr Basu advised the Left Front MPs 
to take up West Bengal’s problems in 
Parliament so that the injustice done to 
the State could be brought to the, atten¬ 
tion of the Centre as well as of the 
nation. He promised to send them the 
relevant documents ta enable them to 
raise these subjects in Parliament. But 
what has prevented these MPs from 
championing (he case of West Bengal all 
these months ? Do they need to be ad¬ 
vised by the Chief Minister to do their 
job? The MPs, of their own accord, 
should have obtained the documents from 
the State Government long ago, studied 
them thoroughly, and taken up these issues 
with all the eloquence and energy at their 
command. 


New Tastes in Tea 


Thb present Government of India has 
done much to give a stimulus to exports. 
Policies and procedures have been simpli¬ 
fied and several decisions have been taken 
to strengthen the competitive capacity of 
our industries. A great deal more, of 
course, has yet to be done to augment the 
export of traditional and non-traditibnal 
items as well as promote project exports. 
It is hoped that in the coming months, 
the Government wifi provide further faci¬ 
lities for this purpose, 

. Meanwhile, the. tea industry has drawn 
attention to the declining trend in our 
exports to Britain. In the Monthly Tea 
Review for September 1980, J. Thomas 
Co., has referred to the “host of cons¬ 
traints” such as ^the uncertainty of ship¬ 
ments, the chaotic port and ware-house 


ed gargantuan proportioni'*; 
these impediments really of iu 
tude as described by this firm ? 
the Government should examine" 
difficulties and try to remove 
Though much cannot be done in 
to improve the port and the shipping ! 
ditions, it should surely be possible j 
make the bureaucratic procedures 1 
irksome and the tax system less bur 
some. 

Change in Tastes ^ 

Apart from these impediments, whgfT 
has affected India's exports to BH$ V 
tain is the change in the people’s taste fete 
tea. As J. Thomas A Co. have sai$ 
“consumer preferences in the UK haifci 
undergone a severe change due to various 
social and economic factors coupled with 
increased competition from other bevera¬ 
ges. The growing success of tea bags in 
the UK can be largely attributed to a col* 
ture of convenience rather than taste pre¬ 
ference. To the British, it would appear 
that quality has ceased to be the majdT, 
requirement whereas the price factor is qf 
primary importance. As a result of thigl 
price consciousness, blenders in the UJCj 
are in search of tea& in which quality flupri 
tuations are minimal which, in turn, re^j 
duces price fluctuations.” t A 

Because of these trends, Britain's im«j 
ports of tea from traditional sources havqj 
been falling while those from new pro-d 
ducing countries have been increasing! 
Imports from China went up from 1,7$ 
million kg in 1969 to 5,34 million kg te] 
1978—a rise of 204 per cent. The supply 
from Argentina increased from 2.17 nti|p 
lion kg in 1969 to 6.98 million kg in 1978$ 
But imports from India fell from 68,32! 
million kg in 1969 to 51.14 million kg in! 
1979. The annual per capita consumption] 
in Britain is estimated to have declined] 
from 3.8 kg in 1972 to 3.3 kg in 1978. \ 

The changes in the consumption habxftf 
of the people of Britain have taken p 1 *^ 


over a period of years but it seems thatj 
neither the Government of India nor the* 
tea industry has kept a close watch over! 
them and taken timely and appropriate 
measures to meet the challenge from othetj 
competitors and other beverages. It is 
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Raymond always has the investors* interest at 
heart. An inherent attitude and commitment— 
reflected by the simple fact that out of the 
paid*up Equity Capital of Rs. 4.03 crores, 
Rs. 3.48 crores have come from capitalisation 
of reserves through bonus issues The return 
to investors has been more than 100% per 
annum of the original investment in the past. 
Here is the proof: — 


attics 1958 

No. ol 
Shotas 





4 Share* of 


?»T2shar«@« 50 “ 

t»vestinont i " a VO®® 

lw, KSm ^.' 959 7&M 

Capital App««'‘ at, °" 8nnum over 

An •PP'rfSmo** 


•Additional interest 
be paid in every fin 
more than 15 %<A{ii 

Raymond today is a mtiftpr 
national company manu&iur 
products ranging from v&rstc 
cosmetics, from engineers' s 
ready-made garments ano with 
aries abroad. A solid '.cundati 
over half a century < 

Never complacent, Raymond is 
threshold of further growth and ( 
—a Rs 31.40 croies cement pla 
pacity of 5,00,000 metric tonnes 
being established near Btlaspui 
plant will be in commercial f 
A pril, 1982 Apart from Mibsta 
in direct profits, this inmtnr 
generate large tax benefits Ag 
increase in equity capital will be 
crores due to the rights equity 
offered to the Debenture hold 


I Sine* 192L*** 


a) Investment in 
1975 at 
average rata 
of Rs. 18.55 
per shaie 

b) 1976—Bonus 
Issue 1.3 

c) 1979—Bonus 
Issue 1:1 



Market value in September, 
1980 of 266.66 shaies 

@Rs ‘ 5 ° IV 

Less: Investment in I 

1975 d 'i 

Capital Appraciation 1 1 

An appraciation of 101% par ai 
a period of almost 6 years. Af 
out considering regular dividem 
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ip its equity capital. 
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ubstantial increase 
astment will also 
» Against this, the 
ill be only Rs 0.60 
quity shares to be 
holders Even the 
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& R3 1.855.00 


maximum conversion of institutional loans will 
add only another R$. 0.90 crores to the equity 
capital 

In keeping with Raymond's tradition, the 
return to investors in the forthcoming Rs. 4.80 
crores Debenture issue will be attractive. The 
Debenture holders will be offered S equity 
shares at a price of only Rs. 20 per share in 
September, 1981 for every 1 Debenture of 
Rs. 400 An annualised return of 54% when 
the equity shares are allotted, at the interest 
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SALIEIMT FEATURES 

l.lljterest dt 12% > whif.h riifly {jo uqPti 13% V 

2. Rirjht ta subscribe for b Equity Shares ot Rs. 10 '"each 

at 3 prUiTimiii ofr.flitly Rs* 10 n^r Share within 10,months 

3. Unlike Convertible Dcflrniures tlie )|motjnt>pertamiflu to 
Equrty Shares is to.tjo parti only at the tim^ol offer. ' ’ 

4-No Capital C/Jiiis fax Itabili^yc(*)rlYjj V 

i.Fir?Sm»cd ^ * ' ' / 

H. Approved as Public Security b^*Gip8fe|^ftyt Ttf• 
Mahaiashtra ' " 


rate of 12% p.a. on the Debentures ant) 
assuming current market price of around 
Rs. 48 per equity share) 


WOOLLEN MILLS LIMITED 

A rich past heralds a rewarding future 
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: hoped however that 


% major amket 
will receive greater attention. Meanwhile» 
India and other prqducing countries 
should encourage the consumption of tea 
in countries where it has been low. The 
Governing Council of the Jnt rnational 
Tea Promotion Association is reported 
to have selected Nigeria, Egypt and the 
Netherlands for promoting the use of 
tea during 1981. The cost of this promo- 
tiod campaign is to be met partly by in¬ 
ternational agencies including the 
UNCTAD, While new markets for tea 
should be systematically developed, it is 
equally important to see that the hold on 
the traditional markets is not weakened. 

The major tea producing countries, 
which met in Geneva on OctobcF 29 and 
30, voiced their concern over the falling 
trend in tea prices. The average price 
for world tea at the London market last 
year was 101.9 pence a kg but this year, 
till the third week of October, it was only 
96.9 pence a kg. Indian tea also has been 
fatching lower prices at the London auc¬ 
tions as compared to the last year. Both 
the Government of India and the indus¬ 
try should therefore work in dose coope¬ 
ration with each other in reducing the 
costs of production and in making our 
tea more competitive. 


B & C Mills’ Closure 


Binnys, a household name in textiles with 
a wide, well-organised retail outlet, has 
announced the closure of the Buckin¬ 
gham and Carnatic Mills from the New 
Year’s Day. 

Binnys had its origin as trading com¬ 
pany towards the dosing years of the 
eighteenth century. It started as the 
partnership concern of Binny and Den¬ 
nison in 1799. The history of Binnys is 
closely linked with the history of trading 
and industry of Madras in the last 18 
decades. Binnys cultivated indigo, the 
vegetable dye-stuff which was in great 
demand in those times; operated a sugar 
refinery and acquired coffee plantations 
as also some mining leases. In the mid¬ 
dle of the 19th century it also entered the 
field of shipping and travel. 


up a* #erambur at the outskirts oftbe 
Madras city with 13,000 spindly Eight 
years later, the Carnatic mill went on 
stream as a composite mill with 
16,500 spindles and 129 looms. In 1884, 
the cotton, silk and wbollcn complex of 
Binnys took shape at Bangalore. 

The performance of the century-old 
mills has been deteriorating since the 
mid-sixties. The operations for well 
over a decade have been consistently 
poor. After 1969 no dividend fcould be de¬ 
clared* Significantly the merger of B and 
C Co Ltd, the Bangalore Woollen, Cotton 
and Silk Mills Co Ltd, Binny and Co, 


S, Viswanathan writes 
from Madras 


Ganges Transport and Trading Co Ltd, 
and the Madura Co P Ltd into a single 
company of Binny Ltd took effect on 
November 1969. One of the objectives 
of this merger was rationalisation of ope¬ 
rations with a view to improve overall 
profitability of operations. Unfortuna¬ 
tely the troubles of the company seem to 
have precisely started from that time. 
With over 90 per cent of the activities of 
Binnys built around textiles, in retros¬ 
pect the company did not seem to have 
gained much by the merger of the various 
units. 

The problems afflicting Binnys stem 
from old machinery crying for re¬ 
placement. The company’s textile opera¬ 
tions arc among the largest : it has some 
1.8 lakh spindles and over 4000 looms. 
Unfortunately unlike comparable textile 
units set up decades ago like Madura 
Coats, Bombay Dyeing or Calico, Bin¬ 
nys has not embarked on a systematic 
modernisation and rationalisation pro¬ 
gramme. Till the end of sixties, the top 
management was in the hands of the 
British who were content with showing 
results in the short run. An investment 
decision involving some Rs 8 crorcs made 
in the mid-sixties towards modernisation 
was concentrated bn the top end, viz., 
the looms. ThewHole line, down below 


weft 

cope with the requirements of che wttw? - 
ing section. Thus the costly investment ; 
proved to be infructuous. In .the whole of 
the seventies operations were. $o touch 
afflicated hy this- problem along, with 
what was widely aknowiedged as low pro¬ 
ductivity of a heavily over-staffed work*. 
force that these could only lead, to 
inevitable losses. ’ '' 

At theeod of every bodm period in V 
textiles, there was some attempt , at ratio* 
nalisarion. Thus things brightened up 
when the textile industry had enjoyed a 
boom in 1973 and in 1974. Rut. the sub¬ 
sequent recession once again underscored 
the urgency to rationalise and modernise 
the mills. The well-known textile mag* 
nateof Coimbatore, G.K. Devarajulu, was 
invited to take over as Chairman. Some 
efforts were also made to restructuring 
the board by inducting a few textile 
technologists. The company prepared a 
scheme for modernisation and was well 
poised to receive a handsome soft loan 
of about Rs 16 crores From the Industri¬ 
al Development Bank of India. Unfor¬ 
tunately when it was all set to embark on 
this massive scheme that the Buckingham 
and Carnatic Mills suffered extensive 
damage as a result of floods which ravag¬ 
ed Madras in December 1976. There 
was about two to five feet of water on 
the eastern side of the mill. The mills 
suffered extensive damages to raw mate¬ 
rials, processed and finished stocks as 
well as Carding and spinning machinery 
which remained submerged for nearly 
four days. 

Precarious Finances 

As a result of the floods, some l(h60ffc~! 
out of the 12,500 employees of the rndflis f 
in Pcrambur were without work for 
three months. The crisis brought ab#ut 
by the floods at Binnys focussed attentio#^ 
on the precarious finances of the cona^y 
pany. The then chairman, G.K. Deva- 
rajulu, ably assisted by his nephew, a/ 
qualified textile engineer, Y. Jagannalhan, 
who was th?n the Managing Direc tor of 
the company, were clear about the < mal¬ 
aise afflicting Binnys : heavy over-staffing, 
crying heed for modernisation and reha¬ 
bilitation of machinery which was old 
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outgd which was far higher than 
textile industry norms. 


W State Bank of India and 1DBX which 
had sizable stakes in Bmnys were cleat on 
the conditions icquired for pumping in 
additional resources to bale out Bmnys* 
IDBl’s then Chauman Ragbu Raj was 
emphatic in a pi ess conference, he ad¬ 
dressed in Madras in January 1977, that m 
return for IDBl's favourable considera¬ 
tion of sanctioning a Rs 16 ctore loan for 
modernisation of Binnys under the soft 
loan scheme and for granting an interest- 
free loan of Rs 3 crores to help it tide 
guver the crisis, the company should agree 
*to adjusting the wages and productivity 
to industrywide norms. The Tamil 
Nadu Government should agree to ex¬ 
tending an interest-free loan of Rs 1 
croie by way of adjustment of electricity 
due and State Bank of India agree to 
consider ottering relief to the extent of 
Rs 1 crore free of interest to meet the 
needs of working capital. 

Shortsighted Action 

Had the authorities concerned and la¬ 
bour seen a little ahead and agreed to these 
conditions- -along with a planned reduc¬ 
tion of woikforce—Binnys perhaps would 
have benefited immensely out of the tex¬ 
tile boom of the subsequent three years 
and by now come out of the red. The 
union leaders were unrelenting. The an¬ 
nouncement of the elections in March 
1976 naturally led to a compromise on 
the issue. After all some 12,500 emplo¬ 
yees concentrated in and around Peram- 
bur was too strong a factor to be ignor¬ 
ed at the time of elections. So IDBJ 
rfnd SB! were asked to modify their con¬ 
ditions. The State was also liberal in 
regard to electricity and other dues It 
.iso appointed Mr A. Padmanabhan, a 
former Secretaiy of Labour in Tamil Nadu 
Government, as the Managing Director 
of Binnys in place of Mr Jagannathan. 
This attempt at nibbling at the problem 
rAther than looking into the root cause, as 
could be expected, only helped in post¬ 
poning the doomsday. 

The low price of cotton and high prices 
of cloth that prevailed m the next two 
vears helped the company pull on for a 
Vhile. Low productivity combined with 


in the textile Industry 
were causing inroads into the company's 
finances. Towards the close of 1979 the 
textile mills of Binnys again suffered 
serious financial problems. With tn* 
limited involvement of State in financing 
Binnys needs, Mr Padnunabhan could not 
oontmue for long. The financial institu¬ 
tions preferred a professional manager 
and Mr P Unmkrishnan who has been 
serving Binnys for over three decades in 
various capacities was appointed Manag¬ 
ing Director. 

Somehow Binnys fortunes seem to have 
been linked with those of elections In the 
closing months of 1979, when the manage¬ 
ment was contemplating some drastic 
efforts to rationalise its working, elections 
were announced which made it impossi¬ 
ble to take any decision in "regard to 
lationali&ation of i he workforce. 

Time and again, the extent of over*staff- 
ing was focussed by various study teams. 
The extent of over-staffing has been 
around 3,500 out of 12,500. There 
were also some anachronisms, such as a 
special second world-war allowance in¬ 
troduced in 1940 still continuing to this 
day Again additional allowances are 
given for second and third shift opera¬ 
tions In an industry where wage costs 
are high, these extras paid over and above 
the levels fixed by industrywide agreement 
naturally contributed to higher cost of 
pioduction. It is stated that employee 
compensation constituted around 24 per 
cent of manufacturing cost The Indus* 
trywidc average is less than 20 per cent 

Stat* Elections 

By the middle of the current year, no 
serious step could be taken because of the 
elections to the State Assembly. Since 
June, things deteriorated further and cash 
position became pretty tight, production 
declined steadily and things came to a 
stop in September with cash position be¬ 
coming precarious. SBI expressed its in¬ 
ability to continue to pump in additional 
working capita] finances without any 
hope of recovering the huge sums it had 
already advanced. The trade union lea¬ 
ders would not see the crisis that was 
brewing and blamed it on the manage¬ 
ment for all the ills. They struck work 


4eawwSng « 12 pet* deitt bourn trt it tl«* 
when the company did not have enough 
cash resources even to pay normal wages* 
The management gave notice recently 
for closure of operations elective Jan* 
uary 1981 

The State Government set up a fact 
finding committee of experts It recom¬ 
mended rationalising tin wage structure a$ 
also the sticngth of the laboui torce apart 
from pruning expenditure on the exe¬ 
cutive and admmistiative s’afi by cutting 
down their number by 10 per cent The 
unions were tn no mood to agiec to this 
and have launched agitation demanding 
Government take over of the mills 

Unattractive Proposition 

With the accumulated losses of around 
Rs 23 croies along with the present loss 
suffered of about a lakh of i upees a day, 
the proposition is certainly not quite 
attractive The Union Government docs 
not seem to be in a mood to compiorqise 
this time, hoi one thing there aie no 
elections round the corner as in 1977 and 
1979, Second, the Union Government 
does not seem to be too keen to take 
over more and more sick mills. Even if 
the tiade unions mount up pressure, in 
all likelihood the Government will insist 
on paying wages on par with those of 
NTC mills, and these will be much lower 
than what the present management could 
be persuaded to pay The Union Govern¬ 
ment will also insist on productivity to 
increase to industrywide norms. In fact 
the operations of NTC mills in recent 
years have improved remarkably and pro¬ 
ductivity m many of these is comparable 
to some of the best run mills m the pn** 
vate sector The Commerce Ministry does 
not seems to hem a moodtoagice to 
the types of compromises with which one 
is too familial m industrial disputes. It 
also seems to be clear about the need to 
correct some of the age-old malaise And 
it seems to be inclined to agree with the 
reasonableness of the demand of the 
company that the workeis should agree to 
work on all the seven days which would 
help them deploy the work force more 
effectively as also on the inevitability of 
a planned reduction in work force It 
does not seem to favour pumping in large 
funds to cure the symptoms of sick- 
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Hess without attacking the rootcause of 

over-stifling and low productivity. 

And so, Binnys, a gr<&t name in tex¬ 
tiles, continues to hit headlines as a great 
name for industrial strifes. 


Industrial Patriots 


Addressing a seminar in Calcutta on 
November 16, on corporate laws—res¬ 
traints on growth, sponsored by the Bharat 
Chamber of Commerce, Mr V.R. Krishna 
Iyer, former Supreme Court Judge, advi¬ 
sed businessmen to become ‘‘industrial 
patriots'’ and to maximise their efforts 
to remove poverty. He said that the real 
constraints to growth were political rather 
than legal ones, lie regretted that cor¬ 
ruption at various levels of administration 
had become deep-iooted and was standing 
in the way of the rapid economic growth 
of the country. He suggested that the 
corporate sector should have the courage 
not to yield to the temptations of the 
politicians in power and the bureaucrats. 

Mr Iyer has the gift of coining fine 
phrases but his reference to “industrial 
patriots” docs not seem to be appropriate. 
One may as well talk of political patriots, 
judicial patriots, civil service patriots, and 
so on. What the country needs is indus¬ 
trious patriots —men and women who will 
work hard with dedication and sincerity 
for the uplift of the masses. Mr Iyer gave 
sound advice to businessmen by asking 
them to refrain from influencing ministers 
and bureaucrats by favouring them in 
various ways. But how far is this practic¬ 
able in the present circumstances when 
corruption has become almost a way of 
life ? 

Mr Justice Rajender Sachar, Chairman 
of the Committee on Company Law and 
MRTP Act, in his address to the seminar, 
strongly defended the imposition of va¬ 
rious kinds of controls on the corporate 
sector. He said that this sector could not 
afford to function in isolation and that, 
in view of the huge amount of paid-up 
capital involved and the employment of 
millions of people* the Government had 
a responsibility to ensure that companies 
behaved with a sense of social responsi- 


biUty. lo» ' comptilaifaasnb^ 

been against controls as such, but against 
the manner in which they are enforced so 
as to stifle initiative and enterprise. The 
fact that the Government of India recen¬ 
tly had to make several relaxations of the 
MRTP Act in order to encourage export 
shows that some of the controls had not 
been conceived realistically. It was re¬ 
vealed during the discussion at the semi¬ 
nar that between 1971 and 1976, the 
Union Law Ministry alone had drafted as 
many as 36,515 rules and orders. Besides, 
there have also been numerous amend¬ 
ments to the laws relating to industry, 
trade and commerce, and their overall 
effect has been to cause unnecessary delay 
and confusion both in the Government 
and the corporate sector. Mr Fali S. 
Nariman, former Additional Solicitor 
General of India, admitted in his talk to 
the seminar that though corporate laws 
were essential, the private sector was ics- 
trained by many controls which were quite 
unnecessary and harmed industrial growth. 
He also criticised the ml hoc manner in 


whieb the Mhgferiftl 
was being implemented, and suggested 
that the corporate laws needed revision in 
order to make them more effective. 

At a time when export promotion and 
import substitution have assumed greater 
urgency and importance, it is necessary to 
ensure that the efficiency of the corporate 
sector is not crippled on ideological con¬ 
siderations. Industries in developed coun¬ 
tries are not handicapped by the kind of 
restrictions which are prevalent in India. 
On the other hand, they are being actively 
encouraged to expand, diversify and 
modernise. In India also, industries should 
be given all the facilities to make the best 
use of the latest developments in the field 
of science and technology and the corpo¬ 
rate laws should be made truly growth- 
oriented. At the same time, the corporate 
sector should also improve its image by 
showing a gre *ter awareness of its social 
responsibility which is all the more essen¬ 
tial in the context of the infiationary con¬ 
ditions which cause several hardships to 
the comon man. 
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^ Window on the World 

Economics of Carter’s Fall 

Sudhir Sen New York 


What went wrong with the Carter 
administration? The fault lies not in the 
stars whether named OPEC or something 
else, as it has been propagating, but m 
the record of its own performance. That 
record is the result of an amazing series 
^of miscalculations which began quite 
**early and have continued, in one form or 
another, through the entire four-year 
period. Predictably enough, they have 
all come to roost. 

Four years ago some adverse economic 
statistics, especially about unemployment 
which was then close to 8 per cent and 
a rate of inflation around 5 per cent 
level, helped Jimmy Carter win the 
election by a small margin. As it hap¬ 
pened, however, the economy, thanks to 
its built-in, self-corrceting mechanisms, 
fc was already bouncing back from the 
1974-75 recession. But Mr Carter’s 
advisers were in a hurry. They under¬ 
rated its resilience, worried over the less- 
than-robust signals it sent out, and pro¬ 
ceeded to force the pace of recovery with 
a package of stimulus to boost aggregate 
demand. 

The cornerstone of the package was a 
substantial tax cut for individuals, which 
contained a rather bizarre provision— 
that, instead of going through the elabo¬ 
rate tax rebate calculations on a case- 
y by-case basis, a 850 cheque be mailed to 
every individual, which would greatly 
simplify paper-work and piomptlymakc 
the extra purchasing power available to 
the public. This was a case of mindless 
application of the hallowed principle of 
demand management supposedly based 
on Keynesian economics, and it came 
immediately under severe attack—in the 
Congress, at the Federal Reserve, and 
among businessmen r in general. A Con¬ 
gressman ridiculed it as tantamount to 
“shovelling dollar bills from a plane”. 
Fed chairman. Dr Arthur Burns, casti- 
jP gated it as unnecessary, wasteful, and 


inflationary. Faced with such strong 
opposition Mr Carter abruptly withdrew 
it. Oddh enough, he did so without 
informing his Treasury Secretary Michael 
Blumenthal at a time when, much against 
his grain, he was busily defending it in 
public out of a sense of loyalty. 

In the end a modified, but sizable tax- 
cut package was passed by Congress. 
It boosted the federal budget deficit by 
some $25 billion; and being primanly 
consumer-oriented, it supplied a large 
dose of fresh fuel for inflation. 

Spectre of Recession 

For some thirty months the adminis¬ 
tration continued to be haunted by the 
spectre of a recession lying in wait round 
the corner. The very thought of an 
economic slowdown was to it unnerving, 
and it did its utmost to forestall it. Not 
only that; it also tried hard to persuade 
West Germany and Japan to join hands 
so that the three giant ‘locomotive” 
nations, working in concert, could pull 
the world economy out of its recessionary 
rut. 

The idea was noble, but naive. In effect, 
it was a call for the Big Three to act as 
an eneine of global inflation. Germany 
and Japan had no faith in such a neo- 
Key ncsian fetish. Initially they balked; 
later yielding to US pressure, they agreed 
to raise their growth rates moderately, 
while in practice they took good care to 
keep both growth and inflation well 
under control. 

Meanwhile, the United States went 
merrily ahead with its own reflationary 
script almost in total disregard of its 
future consequences until it found itself 
face to face with the deadly nemesis: 
huge budget deficits, soaring inflation, 
staggering oil import bills, widening trade 
gaps, a succession of dollar crisis. 

Scared by this scenario the adminis¬ 
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tration, m summer 1979, made a quick 
about-tuin. Itsovmiding concern now 
was how to conti ol iltc foiccs of inflation 
it had unleashed, tame a runaway boom, 
and defend the sinking dollar. 1 he new 
phase was signalled by the installation of 
Paul Volckei, a conservative tight-money 
advocate, as 1 ed chairman, who adminis¬ 
tered two sets of monetary hammer-blows 

once on October 6, 1979 and again on 
Maich 14, 1980—until the economy took 
a nosedive. 

The GNP fell 9 6 per cent in the last 
Apiil-Junc quaiter, a near-record plunge 
fora three-month pmod. But the exi* 
gcncies of an election year dictated a 
hurried recovery. This* ir is widely 
believed, explains the rapid reflation as 
reflected in a massive surge in the money 
supply growth, which gave the economy 
an aura, even if ephemeral, of a recovery 
in the critical pre-election weeks. 

Enargy Problem 

Almost immediately after his inaugu¬ 
ration Mr Carter announced that he was 
formulating a comprehensive programme 
for solving the energy problem which, 
next to combating the recession, had the 
highest priority on his agenda; that he 
had fixed a firm date the 20th of Apt il, 
1977—for unveiling it. llis perspicacity, 
determination, and despatch were all 
widely acclaimed. The programme was 
presented to a joint session of the Cong¬ 
ress on the appointed day. In addition, 
clad in cardigan and copying Franklin 
Roosevelt’s style, he broadcast to the 
nation an inspirational fireside chat, in 
which he stressed the gravity of the energy 
problem, called it the “moral equivalent 
of W'ar”, told the people that his propo¬ 
sals would be “painful” to them, that 
they would also entail a political cost for 
him since they would cause a significant 
drop in his popularity poll, but that he 
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}f.«% shocker. He publicly stated that, 
rwall f they were not going to be all 
It painful ! 

,|fhe programme was comprehensive, 
Seed bewilderingly so; and it languished 
i Congress for eighteen long months, 
jiving dumped it on the lawmakers* lap, 
Jr Carter turned his attention in other 
tactions, especially to the Panama 
Inal treaty. The Eneigy Act, as it 
*tally emerged from Congress, was 
kipped of some of the original provi¬ 
sos (e.g.» a contentious wellhead price 
jualization tax, a token gasoline tax of 
Ascent per gallon), whi ! e others were 
jjbstantially modified. The Act did con- 
several useful provisions, but they 
pte mostly of fecondary importance or 
|pre of a longer-rangc character. 

*What was really needed was a three- 
Ranged attack on a fast-developing 
a sharp increase in the domestic 
rice of oil and gas; other and more speci- 
b incentives to waste less and conserve 
lore; and well-thoughtout policies to 
pur domestic production with minimum 
inc lag. This was the heart of the 
Acrgy problem—to cut down imports, 
b rectify the trade balance, and to 
4 rotect the dollar. But it was bypassed 
loth by the President and the Congress 

Deficit Balance 

j . 

With the recovering economy, swelling 
>il import bill, and the rising tide of 
fhports, especially of Japanese manufac¬ 
tures, the trade balance swung heavily 
nte deficit and the dollar began to 
jecHne. But the administration was not 
Perturbed: on the contrary, it wanted the 
foliar to go down further, especially 
igainst the Japanese yen; and, to the 
tmazement of the financial world, the 
jhen Secretary of the Treasury, Michael 
pumcnthal, publicly said so. The result 
was a speculative assault on the dollar, 
j. Downing the dollar was a grave mis¬ 
judgement. The underlying idea was 
|hat a cheaper dollar would stimulate 
exports, discourage imports, and thereby 
help bridge the trade gap. But in real 
life things never work so smoothly, and 
fcmost always there’s many a dip between 
fi currency depreciation and an export 
kurge it is supposed to bring about. 


prices of its export goods—sacrificing 
profits if necessary—to olftet an un¬ 
favourable dollar exchange rate ? Or, if 
domestic manufacturers, say of automo¬ 
biles, pushed up their prices rather than 
their exports, taking advantage of reduc¬ 
ed import competition ? Gr, if the ap¬ 
petite of affluent Americans continued 
unabated for a whole range of foreign 
goods despite their rising prices? All 
things did happen, and something more. 
As the dollar sank in value, OPEC boost¬ 
ed its crude price to compensate for the 
loss of its buying power. 

Thus, the sinking dollar became a po¬ 
tent source of inflation. But it took a 
full year for the administration to wake 
up and recognize the direct correlation 
between the two. By then, things were 
already getting out of control and the 
nation was lurching from one dollar 
crisis to another. 

Delinquent Dollar 

Incidentally, the dollar as a reserve 
currency imposed a solemn responsibility 
on the USA to protect it as a store of 
value, which was written into the IMF’s 
constitution. Yet, when found incon¬ 
venient it was cast to the four winds with 
no qualms. No protest was raised from 
the IMF or its members. The super¬ 
power delinquency was quietly accepted. 
The only complaints heard came from 
West Europe, especially from Germany 
and Switzerland, on the ground that the 
eroding dollar threatened to erode their 
export capability. 

On the inflation-fighting front there 
have been several policy shifts. The idea 
of “pre-notification”, which would re¬ 
quire sufficient advance notice from major 
corporations about significant price hikes 
was debated for a while, but was ultima¬ 
tely given up as much too thorny. In¬ 
stead, reliance was placed on toothless 
voluntary controls. When this, cosmetic 
approach failed, another plan based on 
wage-price guidelines was adopted late 
in October 1978. The contribution it 
made towards moderating inflation was* 
at best, marginal. 

The so-called Tax-based Incomes Policy 
(TIP), which would trade tax rebates for 
wage-price restraints and had. found wide 


Payments Turnaround 

The Japanese economy is now experiencing 
a period of extremely slow growth—a recession, 
Japanese-style. Domestic demand has been 
virtually flat since the beginning of the year, 
with private consumption the major element 
of weakness. In addition, the housing industry 
has been in recession, and public-sector spen¬ 
ding declined in realtermsin the January-June 
period as the government sought to bring its 
fiscal deficit under centre I. The only bright 
spots have been exports and private investment 
demand. Net exports, for example, accoun¬ 
ted for nearly 90 % of the inciease in real 
output during the first two quarters oi 1980. 

Despite the recent relaxation of monetary 
policy, current evidence suggests relatively 
I ittle output growth during the next two quar¬ 
ters. Most of last summer's rise in producers' 
inventories remains to be worked of. Resi¬ 
dential construction is likely to remain weak. 
And export growth is slowing in volume terms. 
Countering these tendencies will be some con¬ 
tinued strength ir private investment in plant 
and equipment--which seems more oriented 
to modernization and energy conservation 
than to capacity expansion—a temporary 
acceleration in public-works expenditures, 
and a modest recovery in the growth of per¬ 
sonal consumption as the rate of consumer 
price inflation falls below the growth of per¬ 
sona) disposable income. 

Paitly because of this growth slowdown, 
Japan's balance of payments has made a 
remarkable turnaround. Since the first quarter 
of the year, the trade balance has shifted from 
significant deficit to comfortable surplus. 
In the process, the huge deficit on current 
account has largely been eliminated. Indeed, 
the recent data on licensed exports a nd appro¬ 
ved imports suggest that the fourth-quarter 
trade surplus (unadjusted for seasonal varia¬ 
tion) maybclargccnoughtobring thcfourlh- 
qmrter current account close to balance. 

The b*iance-af-payments outlook for 1981 
is clouded by uncertainties as to the price of 
oil and political resistance in Europe and 
the United States to the continued growth of 
Japanese exports. But two positive factors 
should be kept in mind. First, much of the 
recent reduction in imports reflects the success 
of oil conservation measures—and, hence, 
is permanent. Second, if the yen continues to 
stengthen, dollar-based Japanese export 
prices aie likely to increase fairly rapidly. 
Thus, even if export volume should prove 
sluggish, the dollar value of Japanese exports 
could show healthy growth for some time. 

support, was never seriously considered. 
Now inflation is running at an 
annual rate of about 13 per cent, com¬ 
pared with 4.8 per cent when Mr Carter 
took office. 

The facts on a micro-economic level 
are no more edifying. Mr Carter began 
his presidency by making a wide range 
of concessions, often against the advice 
of his senior aides, to placate special 
interests, such as: steep hikes in minimum 
wages to propitiate the AFL-CIO, freight 
concessions to the maritime union, higher 
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Ilk Milk price demanded by the powerful 
dairy industry. Later came import res¬ 
trictions with price concessions—for 
sugar, textiles, steel among others. Last 
few months had seen an open-handed 
distribution of patronage carefully tar¬ 
geted to special constituencies with 
special implications for the election. 

All this, taken together, made a tra¬ 
vesty of the administration’s professed 
goal of bringing inflation under control. 

In 1976, candidate Caiterhad heaped 
scorn on the US tax system which only 
too often, and too easily, allowed the 
rich and the super-rich to escape the tax- 
net thiough a myriad loopholes and 
tax-shelter provisions. He called it a 
“human disgrace”. Yet, his own tax- 
reform elTorts turned out to be an odd 
mixture of cosmetics, evasion, and 
muddlci'-headedncss. To start with, he 
expended too much Presidential fire on 
the so-called “three-martini lunch” con¬ 
sumed by expense - account business 
executives. The purpose was moie to 
project a populist-reformist image than 
to mill gat; inequities or to collect more 
revenues. The game was so glaringly not 
worth the candle that in the end it had to 
be g/ven up. 

In general, President Carter shied away 
from the sensitive issues that candidate 
Carter had vehemently denounced and 
left the tax system virtually intact. One 
of the issues he ditched in a surprising 
about-turn was a glowing campaign pro¬ 
mise that, if elected, he would eliminate 
the double taxation of stock dividends 
This, he rightly argued, acted as a deterrent 
to long-term equity investment, and con¬ 
sequently to capital formation and pro¬ 
ductivity growth. The double-crossing 
on this double-taxation issue was trebly 
unfoitunate. Had he followed his earlier 
impulse, instead of being swayed away 
from it by a false tear that he might be 
accused of a pro-business bias, billions 
of dollars would have been locked up in 
long-term equities, stimulating growth 
and productivity while reducing infla¬ 
tionary pressures. The default ill served 
the economy, also Mr Carter’s own longer 
range political interest. 

This conclusion is amply borne out by 
what transpired after the capital gains 


ago. The Carter administration had metics, and a host 


campaigned long and hard against it-* 
the so-called “Steiger Amendment”-on 
the ground that it would mean a bonanza 
for the rich and over S2-biilion icvenue 
loss to the Treasury. But nothing of iht 
sort did happen. Stock prices, helped at 
least in part by the cut, have risen about 
30 per cent, the Treasury’s capital gains 
revenues have gone up, and not down, 
by an estimated $1 billion or thereabouts 
ayeai,anda more robust stock market 
has made it much easier to raise equity 
finance. 

Strangely enough, if the Carter record 
on tax reform breathes political timidity, 
there is one conspicuous example of 
temerity which clearly called for caution 
or circumspection. The Social Secunty 
System of the USA has been badly out of 
balance; the outflow of benefits exceeds 
the inflow of contiibutions, and the 
excess is giowing rapidly; the whole 
system, including its actuiial base, needs 
thoiough re-examination and a radical 
overhaul. Mi Carter gave it high priority 
and zealously pushed through a reform 
measure that imposed hefty increases on 
payroll taxes The move was both ill- 
conteivcd and ill-timed. Wh t sense 
does it make to give tax rebate with one 
hand and imse the payroll tax with the 
other? Its net effect can only be more 
inflation. He realized the error, but 
only after most of the damage was 
already done. 



of other 

goods considered essential for wd 
gii Is All this was an antidote to 
tion and was more likely to 
demand-pull inflation. 

What happened to housing well 
trates the point For demogf! 
reasons the industry has been caqght # 
a secular boom, and action is needtycDjl 
coo] it. Instead, steps were taken f 
secure for it a libci a 1 supply of mort|M$ 
funds to insulate it from a possible til / 
ecsdon. This kept the housing 
rolling until a ciedit crunch sent fH 
industty into a temporary tailspm. v 

The sum of unemployment and infftj 
tion rates, called the “misery index” b 
some economists, stood at 13.4 per cc$ 
four years n<*o I his was totally mi 
acceptable, declaiod Mr Carter, and tfan 
was one mam icason why he was seekift 
office. 

But now the tabic has been turned, ah* 
Mr Reagan used the same ind:x again* 
Mr Carter with considciablc impact 
In four years it has gone up to 20.2 pa 
cent. 1 his was unquestionably, a majo t 
reason for M r Reagan’s victoi y. 


The Impact of Oil on 
the World Economy 


The post-war “baby boom” translated 
itself in the 1970’s into a generation of 
family-builders, home-buyers, and avid 
consumers. AH this put enormous steam 
behind the economy that propelled it 
forward, but conventional macro-econo¬ 
mists failed to give this phenomenon the 
weight it deserved. 

The same remark applies also to the 
Women's I iberation Movement and the 
tremendous upsurge in the female work¬ 
force. As a icsUlt, two-income families 
multiplied tapidly, and theii multiplier 
effects spread in many directions; sharp 
increases m home-buying which now 
became more affordable despite rising* 
prices; in auto purchases to facilitate 
transportation of working spouses; in 
restaurant eating to reduce the domestic 


Tup July 1980 Economic Outlook include 
a detailed analysis of what the Vconomli 
has called “the OPEC decade” and thl 
impact that oil may have on the OEC£ 
economy until the end of 1981. Mon 
specifically, it an dyses changes in oil aitl 
energy prices, the pattern of oil produc* 
tion and consumption and the apparett 
effects on the OE(T) economics, tht 
OPECcountmsand the non-oil develop* 
ing countne*. The short-term outlook it 
a reduction in OECD oil consumption ir 
1980 of around 2Mbd and a fall in n»\ 
oil imports of around 3 Mbd to 24.S 
Mbd. 1 

The summary and conclusions of this 
section arc given below; 

—Small imbalances in the oil market 
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to very large Increases in the erode recent years and fot some of the low- 


oil price (350 per cent in 1973-74, 140 
jper cent in 1979-80), mainly because 
:of a low short run price elasticity of 
demand and supply. 

—The OECD economy is vulnerable to 
such oil shocks because of a high de¬ 
pendence on imported oil (one third of 
energy requirements in 1979) the control 
of which has passed from the major oil 
companies to the producing nations; 

— Nevertheless, energy conservation 
induced by the price increases and sup¬ 
ported by other measures is reducing 
energy demand and has led, along with 
the lower induced economic growth to a 
less volatile oil market situation in the 
first half of 1980; 

— The real price of oil and other 
forms of energy to linal users has in¬ 
creased by far less than the real price of 
imported oil (although rises arc coming 
through in 1980), in large part because 
energy taxes have fallen sharply as a pro¬ 
portion of final prices. 

—The 1973-74 oil pries rises were a 
major contributor to the 1974-75 reces¬ 
sion, although restrictive economic 
policy and other factors also played a 
part; 

—The 1979-80 oil price rises have so 
far had their main effect on inflation and 
current balances, whilst the deflationary 
effects which have been expected, but 
have not yet come through, may only 
have been postponed; 

—In 1973-74 economic agents attempt¬ 
ed to avoid the real income loss by 
gaining higher money incomes; this led 
to a wage/pricc spiral and a profits 
squeeze, and resulted in sharply lower 
investment in later years and hence de¬ 
layed recovery; 

—In 1979-80 the wage response shows 
signs of being more moderate in many 
countries, so that the real income loss 
may perhaps be accepted this time with a 
lower inflationary consequence; 

—Recycling of OPEC funds, which 
was accomplished relatively smoothly 
after 1973, might prove more difficult 
this time, the main problem could be 
for a h&udful of newly-industrialised 
'countries with substantial borrowing in 


income non«oil developing countries who 
have limited access to capital market. 

Source: OECD Observer . 


Zimbabwe for 
Lome Membership 


Tun first round of negotiations for the 
accession of newiy-independent Zimbabwe 
to the home Convention took place in 
Brussels on June 26 at the headquarters 
of the European Commission. 

Zimbabwe’s Planning Minister Bernard 
Chidzero, and Trade and industry Minis¬ 
ter David Smith, held talks with the 
Commission’s Director-General for Deve¬ 
lopment and Cooperation, Klaus Meyer. 

The two Ministers are now on a tour 
of the nine Member States. The Council 
of Ministers is due to discuss Zimbabwe’s 
application to become the 60th member 
of the trade and aid pact on July 26 
and after this meeting detailed negotia¬ 
tions are expected to take place. 

On the very day of its independence— 
April 18 of thisyear—Zimbabwe announc¬ 
ed formally that it would seek to join the 
other 59 African Caribbean and Pacific 
(ACP) States in the Convention, which 
was originally signed in 1975 and which 
was renewed for a further five years 
this year. 

Zimbabwe has a population of 7 mil¬ 
lion, of whom a quarter of a million arc 
white settlers. The per capita girss do 
mestic product was estimated in 1978 at 
between $480 and $500. The bi gest 
single industry is agricultue, which ac¬ 
counts for 45 percent of exports. Mine¬ 
rals make up a further 40 per cent and 
manufactured products 15 per cent. 

Indeed, even before independence, the 
first Prime Minister of the newiy-inde¬ 
pendent former Southern Rhodesia, Robert 
Mugabe, personally informed Com¬ 
missioner Claude Cheysson, who is res¬ 
ponsible for relations with developing 
countries, of his intentions. 

The Community’s Council of Ministers 
soon afterwards approved of Zimbabwe’s 
application, as did the joint ACP-EEC 


ministerial council when it met in Naifabi| 

on May 8. , ^ 

In anticipation of independence* th&| 
Community, as early as January of fhW f 
year, granted what was then Southern | 
Rhodesia a special arrangement whereby \ 
its exports have free access to the Com* f: 
munity market until the end 
this year. ? 

Once the agreement for Zimbabwe’s ac- 
cession to the Lome Convention has been 
signed and ratified the present arrange- , 
ment will be replaced by the trade and 
aid terms of the convention. 

In addition to granting duty-free access 1 
to the Community for all but a tiny pro¬ 
portion of ACP exports, the Convention 
provides a fund to stabilize ACP export 
earnings as well as 1 a fund to develop 
their economics. 

Tn the meantime, the Community, in 
addition to granting Zimbabwe special 
access to its market, has drawn up a pro¬ 
gramme of aid to help the war-torn 
country to get its economy going fully and 
to adjust to independence. 

The aid package was drawn up in res¬ 
ponse both the requests from the Salisbury 
government and also from the United 
Nations High Commissioner for Re¬ 
fugees. , 

The European Commission has drawn 
up a detailed plan for Community aid 
worth $16.8 million, two-thirds of which 
would go to the United Nations pro¬ 
gramme to help Zimbabweans displaced 
by the civil war, and the rcsl for econo¬ 
mic reconstruction. 

In addition, individual Community 
Member States arc making contributions 
worth in all around million, w'hich 
brings the total initial Community help 
for Zimbabwe to around $70 million. 

Source : Euroforum . 
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Issues in Corporate Decision-Making 

Navin Chandra Joshi 


The task of decision-making is ultimately dictated by common sense. 
As human creativity Is a limited resource in the human organism, 
no decision can be hundred oer cent fool-proof, says the author. 

The decision-maker considers various alternatives and makes a 
choice which offers the greatest possible gain with the least possible 
commitment. An important factor in decision-making, according 
to the author, is the personality of the decision-maker. 


To.m. effective, management needs to be 
purposeful for making things happen and 
for achieving results through others* 
efforts based on certain knowledge, skill 
and practice. It is true that the results 
of good management take longer time to 
be felt, but the results of mismanagement 
come to notice immediately. The major 
share of responsibility in mismanagement 
falls on wrong decision-making by mana¬ 
gers. 

Decision-making commences with an 
awareness of the problem. Managers 
generally lack this awareness until a pro¬ 
blem becomes critical. It is not fully 
appreciated that being aware of the pro¬ 
blem and understanding the problem 
bring them almost half-way to solv¬ 
ing the problem. There are, however, 
occasions when business executives are 
called upon to take many decisions in a 
short span of time. Some decisions are 
taken by intuition-also called ‘hunch 
decisions'—though there is no rationality 
attached to them. It is necessary that 
all kinds of decisions should have the 
least margin of error of judgement. 
Whatever may be the basis, da>-to-day 
decisions must go ‘through the mill*. 
The decision-maker should make use of 
the various processes and apply the deci¬ 
sion cybernetics. There are certain dog¬ 
matic factors of decision-making which 
cannot be ignored just as it is unwise to 
completely surrender pragmatism. When 
important decisions are funnelled through 
a scries of processes, they become rational 
and worth applying. 

Broadly, these processes are four, viz,, 
(i) diagnosing the problem, (ii) finding 
rhe most promising alternative solutions, 
(iii) analysing and comparing the alter¬ 


natives, and (iv) selecting the best alter¬ 
native as a plan of action. 

A sound diagnosis requires three ele¬ 
ments to be considered. First, what is 
the extent of gap that exists between 
the present state of affairs and the results 
desired ? Second, what are the main and 
subsidiary causes of the gap ? And third, 
what are the broader limit's within which 
solutions ought to be located ? 

Within the basic framework of these 
elements, there will always be two major 
constraints to confront With. They are 
the extent of the decision-maker’s autho¬ 
rity and the time available for taking 
decisions and analysing them. The minor 
constraints would be the subjectivity in 
judgement and the re-defining of the 
problem itself as may be necessitated due 
to any intervening change in business 
circumstances. 

After diagnosis of the problem conies 
the question of devc’oping alternative 
solutions that arc seldom obvious. It 
docs not, however, mean that creating 
alternative solutions would be any 
guarantee for wisdom or lor the rightness 
of final decisions. Nevertheless, the field 
of unmade decisions offers a rich terri¬ 
tory to explore and prospect. Creative 
ideas are then brought to the surface 
through the stages of saturation, deli¬ 
beration, incubation, illumination and 
accommodation—each of which is nothing 
but a method of refining dormant ideas. 
At times the highly methodical and ana¬ 
lytical approaches in diagnosis will stall 
the fruitful fertilisation of creative ideas. 
But then, there is no escape for the 
decision-maker from focussing every 
ounce of his creative talents in seeking 
alternative ways of solving problems. 


In fact, a kind of total work situation 
has to be built within the organisation 
where creativeness at all levels may 
thrive. 

Now comes the stage of rational analy¬ 
sis of various alternatives. This involves 
not only choosing amongst alternatives in 
a rational manner but also ferreting the 
complexities of the problem itself in 
order to make its dimension clearly 
known. The executive will identify all 
kinds of consequences of alternatives on 
company goals with a focus on differences 
in the expected results. In this exercise, 
the guiding factors should be the re¬ 
sources available and the economy of 
efforts that can be achieved in each 
alternative. It may be that the decision¬ 
maker does not get any choice for the 
best alternative and, as such, need not 
have to take any action. Tnis itself will 
be a decision like the one taking action 
is. However, the consequences for taking 
no action must be visualised in advance. 

Incremental Values 

While selecting the best alternative, the 
importance of incremental values in each 
alternative would be different. Previ¬ 
ously, we considered differences in re¬ 
sults. Now we calculate values that are 
attached to these differences. In this 
exercise, critical levels of achievements 
will be established for various factors 
like cost* quality, marketability and so 
on. The process of elimination will then 
be adopted so that alternatives for consi- ^ 
deration and for making final decisions 
will be narrowed and simplified. For 
the remaining alternatives, the use of 
statistical probability may be made in 
arriving at the best choice. 

The decision-maker chooses those alter¬ 
natives which offer the greatest possible 
gain with the least possible commitments. 
He has to weigh the various alternatives 
of determining a course of action in which 
the outcome will not go beyond a maxi- 
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optimum mean will be struck between the 
I 'pm though it is not so easy. 

$ An important factor in decision-mak¬ 
ing is the personality of the decision¬ 
maker itself. For example, those with 
a perfeotionistic tendency refuse to make 
a decision until the last shred of doubt 
is removed. Some resort to interesting 
ways of avoiding choice while others 
escape through an endless search for 
more facts. Still others get lost into 
establishing future priorities in order to 
avoid the present issue. 

One common way to avoid individual 

i 
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minxes seldom Commit to anything when 
they meet and the issue goes on moving 
indefinitely from one stage of consi¬ 
deration to another. At times, the de¬ 
laying tactics help in making a decision 
either through a systematic inaction or 
due to efflux of time. In such a situation 
it is not easy to make a decision that is 
contrary to the wishes and attitudes of a 
large group since there will be the brute 
pressure exerted by majority groups. 

It should not be assumed that all deci¬ 
sions in a company organisation are 
equally important and that all of them 
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ceases. If that w*i»t . 
would bog down hnder * hoper«!i „ , 
den and resign their posts or end Up M 
mental asylum. Yet, ail decisions s& 
major and this assumption alone wifif 
generate sufficient concern for objective* 
analysis of alternatives. Within 
limits prescribed 1> the total procedure;' 
the task of making decisions is ultimately^ 
dictated by common sense. And as! 
human creativity is a limited resource in. 
the human organism, no decision can he' 
hundred per cent fool-proof from any 
angle. 


Cost of Co-operative Credit: A Sample Study 


S.Ba Lai Gupta, M.M. Bhalerao and U. Venkateswarlu 


Tha total cost of credit in the co-operative sector according to this study 
comes to 20 87 per cent for small farmers, 17 30 per cent for the middle 
farmers and 16.46 per cent for large farmers. Thus the Incidence is on 
a par with private finance in the case of small farmers as against the 
differential Interest rate (DIR) recommended by the Haxari Committee 
of four per cent to be chargeable from small farmers. The authors feel 
that since commercial banks are successfully implementing the DIR 
for weaker sections, it should also be introduced in the case of 
co-operatives which are the major purveyors of institutional credit 


With the advent of the technological re¬ 
volution in agriculture, capital intensifica¬ 
tion in crop production has greatly 
increased, particularly on introducing the 
high yielding varieties (HYV) of crops. 
It is not a new story that the Indian 
agriculturist is capital-weary and the 
acquisition of external capital has become 
part and parcel of the production 
programme, But, the cost of capital 
plays an imports nt role in both the 
allocation of capital within the enter¬ 
prise and in determining the amount of 
credit that can be profitably employed. 
Thus, an understanding is needed of the 
factors that influence interest rates, 
methods used in figuring interest and other 
costs in addition to interest that may be 
encountered in obtaining credit. 

While this succinctly sets out the back¬ 
drop to probe the details of the cost of 
credit, it also reiterates the basic point 
that the demand for credit must be sensi¬ 
tive to cost. But, unfortunately under 
Indian farming conditions, the picture 
seems to be entirely different and die 


demand for agricultural credit has be¬ 
come cost-inelastic. 

The seven per cent bank rate interest 
from Reserve Bank of India to the Apex 
(Co-operative) Bank in the state becomes 
as much as 11.75 per cent by the time it 
reaches the borrower-farmer, passing 
through the other two stages of coope¬ 
rative central banks and the primary 
co-operatives. This being one side of 
the coin, the most disquieting problem is 
the other costs to be borne by the bor¬ 
rower in the process of acquisition of 
co-operative finance. Keeping in view the 
magnitude of the problem, a micro-level 
study has been conducted in the Guntur 
district of Andhra Pradesh to assess the 
factual situation efthe problems with 
regard to the cost of cooperative society 
credit and to isolate the factors influenc¬ 
ing the costs. 

Sampling of the borrower-farmers has 
been done in the district using multi¬ 
stage stratified random sampling method. 
The district has been divided into three 
agro-climatically homogeneous regions 


and one block from each was selected at 
random. Three villages, in turn, were 
selected randomly from each block. The 
borrowers from co-operatives were then 
identified, arranged in ascending order of 
their owned holding and stratified into 
three size-groups, viz., below 2.(X) hcc* 
tares, 2,00- 4.00 hectares and 4.00 
hectares and above. Three borrower- J 
farmers from each group were then selec¬ 
ted randomly. Thusf the study covers 
81 borrower-farmers from cooperatives; 
spread over nine villages in three blocks 
in the district. The data pertain to the , 
year 1975-76 and were collected by servey 
method. 

The data thus collected with regard to / 
the cost of cooperative credit have been 
analysed size-wise and also for the pooled 
data. 

The borrower-farmer besides paying ;■ 
the normal interest rate of 11.75 per 
cent on the amount borrowed has to ; 
incure numerous types of expenditure 
during the period of acquisition, thereby , 
inflating the real cost of co-operative 
credit and certain times making it so 
costly as to be on par with or even more 
than that of the private finance. 

The major components of the other 
acquisition costs include the loss of 
interest on share capital invested; en¬ 
trance fee; cost of application, stamps 
etc.; expenditure incurred in obtaining 
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encumbrance certified (EC); km of 
l&bour days and thereby the opportunity 
wage earning; incidental charges and the 
other undefinahle charges being incurred 
at various stages to expediie the sanction 
of the loan. The costs arc computed for 
the first year of borrowing of the farmer 
from the co-operative society and during 
the subsequent years there might be 
marginal fluctuations in the acquisition 
costs (from second year onwards certain 
commitments like share capital contri¬ 
bution will get increased from 5 to 7.5 
per cent and on certain items like cost 
of encumbrance certificate it gets reduced 


fronai Ktf 18 to Rfc 5). Further, 
computing the costs the following con¬ 
cessions extended to the small and margi¬ 
nal farmers have also been taken into 
consideration. 

1) The fees for obtaining encumbrance 
certificate for the first t«mc is Rs 16 as 
the certificate is required to be obtained 
for the preceding 13 years and for every 
subsequent one year the expenditure is 
only Rs 5. 

2) For the farmers (small and marginal) 
whose holdings are less than one hectare 




or ah equivalent combination of both, 
the charges on obtaining the encumbrance 
certificate are exempted. 

3) For all those who belong to schedul¬ 
ed castes and scheduled tribes, the fees 
are exempted, irrespective of their size of 
holding. 

4) The share capital subscription is 
relaxed to the extent of five per cent of 
the loan amount (as against 10 per cent 
in normal cases) for the first year of 
borrowing, 7.5 per cent of borrowing 
during second year and from third year 


Details of Cost of Co-operative Short Term Credit, Size-wise and for Pooled Data 



Small 

farmers 

Medium farmers 

Large farmers 

Pooled data 

SI. 

No. 

Particulars Rate of 

expendi¬ 
ture in 
?«agc to 
credit 

Percentage 
to total 
cost of 
credit 

Rate of 
expendi¬ 
ture in 
%age to 
credit 

Percentage 
to total 
cost of 
credit 

Rate of 
expendi¬ 
ture in 
%age to 
credit 

Percentage 
to total 
cost of 
credit 

Rate of 
expendi¬ 
ture in 
%age to 
credit 

Percentage 
to total 
cost of 
credit 

1 . 

No. of visits to Govt. 

Ollices & cooperative 

Societies 4.11 


4.70 


5.22 


4.68 


2. 

No. of labour days lost 2.07 


2.09 

— 

2.56 

— 

2.24 

— 

3. 

a) 

Acquisition costs of 
credits 

Loss of interest on 
share capital invested 1.15 

5.51 

1.38 

7.97 

1.38 

8.38 

1.38 

7.91 

b) 

Entrance fee 0.41 

1.96 

0.50 

2.89 

0.49 

2.98 

0.49 

2.81 

c) 

Cost of applica¬ 
tion etc. 0.24 

1.15 

0.10 

0.58 

0.06 

0.36 

0.11 

0.63 

«1) 

F.ncumhrancc certifi¬ 
cate charges 1.99 

9.54 

0.99 

5.72 

0.60 

3.64 

0.99 

5.68 

e) 

Loss of opportunity 
wage earning towards 
labour days lost 2.10 

10.06 

0.69 

3.99 

0.51 

3.10 

0.78 

4.47 

f) 

Undefmablc charges 1.77 

8.48 

1.06 

6.13 

0.90 

5.47 

1.07 

6.14 

g) 

Incidental charges 1.46 

7.00 

0.83 

4.80 

0.70 

4.68 

0.87 

4.99 


Total acq nisi on costs 9.12 

43.70 

5.55 

32.08 

4.71 

28.61 

5.69 

37.63 

It) 

Rate of Interest 11.75 

56.30 

11.75 

67.92 

11.75 

71.39 

11.75 

67.37 

_ 

Total cost of credit 20.87 

100.00 

17.30 

100.00 

16.40 

100.00 

17.44 

100.00 
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5) The entrance fee is limited to a 
bffi&ximum of Rs 30 per individual bor¬ 
rower (at the rate of Re 0.50 per share) 
irrespective of the number of shares be¬ 
yond 60. 

Based on the above considerations and 
concessions, the cost of cooperative 
society credit has been calculated size- 
wise and also for the pooled data and 
presented m the table here. 


Acquisition Cost 

The particulars furnished in the table 

S eveal that the other acquisition costs 
mounted to 9.12, 5.55 and 4.71 per cent 
for small, medium and large farmers, res¬ 
pectively, besides the normal interest rate 
of 11.75 per cent in each case during 
the survey year. However, this amounted 
to 5.69 for pooled data. Thus, the total 
cost of credit worked out to be 20.87, 
17.30 and 16.46 per cent for small, 
medium and large size-groups, respec¬ 
tively and 17.44 per cent in the case of 
pooled data. The propoition of other 
acquisition costs (besides the actual rate 
jpf interest) to the total cost of credit 
amounted to as high as 43.70 per cent 
in the case of small farmers as against 
32.08 and 28.61 per cent for medium and 
large farmers, respectively, with 32.63 
per cent on the whole for pooled data. 
Among the various components contri¬ 
buting to the greater multiplicity of the 
cost of credit, loss towards opportunity 
wage earning days, cost towards encum¬ 
brance certificate, incidental and undefin- 
able charges accounted for greater pro¬ 
portions. 

It is evident from the above analysis 
that the incidence of other acquisition 
costs has been very severe and the total 
Cost of 20.87 per cent has attained the 
level almost on par with private finance 
in the case of small farmers and the 
burden lessened as the size of farm in¬ 
creased. Even in the case of pooled data 
as a whole, the other costs worked out 
to be almost 1/3 of the total cost (32.63 
per cent) which in fact is a matter of 
great concern. 

Further, the multiple regression analysis 
on borrowers’ farm business income with 
ptotal working capital as one of the vari¬ 


ables ibVeated thattheworkmgcapftalitts 
got highly significant contribution in the 
totat production. But, the marginal 
value product (MVp) of the working 
capital worked out to be Re 0.37 as 
against its marginal cost of Rs 1.17 (if 
the entire capital is treated as" borrowed, 
Re 1.00 being the capital and Re 0.1744 
being the cost of credit). This amply 
proves that the working capital, which is 
a crucial input in agriculture, is not in a 
position to liquidate its capital investment 
not to speak of the acquisition costs. 
Under these circumstances, costlier credit 
is bound to hamper the prospects of farm 
production in the long run and thereby 
the banking business gets crippled in view 
of the mutilated repayments. In fact, 
it is a sad story of Indian agriculture that 
even at this low level of resources effi¬ 
ciency of the working capital (MVP/MC: 
0.97/1.17 =*0.80) i.c., every one rupee in¬ 
vestment of working capital yielding only 
Re 0.83 in turn, the Indian farmers have 
no alternative to borrow and invest, since 
agriculture is still a way of living rather 
than business for majority of Indian 
farmers. Thus, demand for agricultural 
credit has become interest-inelastic in 
the country. 

Some Imperatives 

Thus, it is imperative that : 

(i) The procedural aspects are heavily 
pruned and the number of trips 
of the borrower minimised, so 
that the costs on the above aspects 
get correspondingly reduced and in 
turn the total cost of credit also. 

(ii) The fee for obtaining the encum¬ 
brance certificate should further be 
reduced to bare minimum. 

(iii) The societies attain economically 
viable status by increasing the vo¬ 
lume of business, the profits would 
be sizeable so that the societies will 
be in a position to declare dividends 
on the share capital invested regular* 
ty. This will cut short sizeably the 
cost of credit. 

In this connection, it would also be 
appropriate to make a mention about the 
differential interest rate (DIR) scheme 
which has been recommended by the 
Hazari Committee and implemented in 
various parts of the country since 1972. 


"ffcfcef scheme envisaged ctergi&g 
per cent interest from small and iharglinil 
farmers as against a higher rate far 
upper strata of farmers. The committee 
has also stipulated that the banking in- : 
stitutions should advance at least 0.5 per 1 
cent of the previous year’s advances 
under this scheme. Though many com* 
mercial banks have achieved this target, 
there is hardly any cooperative institution 
which has implemented this scheme. 

Kamath Recommendation 

The working group appointed by the 
Reserve Bank of India in 1976 under the 
chairmanship of C.Ii. Kamath to examine 
the multi-agency approach, though it did 
not favour the DIR scheme with 4-16} 
per cent interest range between different 
categories of cultivator-borrowers recom¬ 
mended differentia! scales of interest 
with lesser disparity between small and 
large borrowers but insisted that a uni¬ 
form pattern should be adopted by the 
commercial banks and cooperatives. 

Another working group of the nationa¬ 
lised banks constituted by the Union 
Finance Ministry in 1978 suggested a 5 
to 6 per cent subsidy payable by Reserve 
Bank of India to commercial banks for 
undertaking the DIR scheme. Rejecting 
the Group’s proposal of subsidy, the 
Reserve Bank of India suggested, as an 
alternative that the rate of interest under 
the scheme be raised from four to six 
per cent. However, the Union Finance 
Ministry favoured the continuance of 
only four per cent incerest under the 
DIR scheme and, on the other hand, the 
share of the advances has been raised 
from 0.5 to 1.0 per cent in the larger in¬ 
terest of social justice for the weaker 
sections. 

Since, the DIR scheme is being success¬ 
fully implemented by commercial banks, 
the Reserve Rank of India should 
think of introducing the scheme in full 
measure for the cooperative sector also 
(since cooperatives are the major pur¬ 
veyors of the institutional credit), if neces¬ 
sary, by subsidising the differences by suit¬ 
able agencies, so that the cost of credit 
to'small borrowers will sizeably got re¬ 
duced and cooperative borrowing can 
have greater impact on agricultural pro¬ 
duction in India. 
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‘ Paper Shortage Continues 


At the beginning of the current year, the 
total installed capacity of the paper in¬ 
dustry was 1.54 million tonnes while 
production during 1979 was around 1.10 
million tonnes which indicated capacity 
utilisation of 71 per cent on average. 
Even though the indigenous production 
of paper and paper board during 1979 
increased by 94,000 tonnes compared to 
that of 1978 (1.01 million tonnes) the 
country had the predicament of import¬ 
ing during 1979 about 38,000 tonnes of 
ordinary varieties of priming and writing 
papers to meet domestic demand despite 
the fact that per capita consumption of 
paper in India is one of the lowest in the 
world. 

There are at present 88 paper mills 
with an installed capacity of 1.54 million 
tonnes per annum. Industrial licences 
for a capacity of 800,000 tonnes per 
annum have been issued and letters of 
intent have been issued for a capacity of 
2 million tonnes per annum. Further, 
capacity over 300,000 tonnes is on the 
way. As sufficient capacity has been 
licensed, the execution of capacity ap¬ 
pears to be a slow process. 

Mr S. Biswas, President, Indian Paper 
Mills Association pointed out recently 
that on the basis of 10 per cent growth 
rate per annum, the expected demand 
for paper by the end of the sixth five year 
Plan would be 1.90 million tonnes and 
that to produce this tonnage, an installed 
capacity to the extent of 2.30 million 
tonnes (on the basis of 85 per cent capa¬ 
city utilisation) would be needed. This 
would require creation of additional 
capacity of 762,000 tonnes by 1984-85. 
Assuming that the projects envisaged by 
the Hindus'an Paper Corporation ac¬ 
counting lor about 238,000 tonnes of 
capacity would materialise by the end of 
the sixth Plan, capacity of 529,000 tonnes 
would still have to be created in the 
private sector to meet domestic demand 
from indigenous sources by 1984-85. In 
order to motivate ‘ new entrepreneurs in 
this highly capital intensive industry, 
Mr Biswas urged upon the Government 
to come forward with a package of in¬ 


centives which should include conces¬ 
sional rate of duty on new units on 
graded scale for 10 years, reduction of 
the high rate of import duty on paper 
making machineries, assurance of ade¬ 
quate supply of raw materials, uniform 
rate of royalty all over India for supply 
of forest raw materials and revision of 
debt equity ratio of 3;1. He also em¬ 
phasised that any piecemeal measure was 
not likely to produce the desired results. 

As a short term measure to accelerate 
the growth of the paper industry the 
Government has been asked to allow 
import of second-hand paper making 
machinery with larger capacity as the 
landed cost of such imported machines 
would be much less compared to that 
of the indigenous ones and the delivery 
time would be much shorter which would 
reduce the gestation period and cut down 
the overall cost of the project. It has 
been suggested that instead of importing 
paper, the Government should allow im¬ 
port of pulp free of duty as that would 
result in increased capacity utilisation, 
generation of employment opportunities 
and additional revenue to the national 
exchequer by way of excise duty on 
paper made from such imported pulp. 
Mr Bishwas also requested the Govern¬ 
ment to take a liberal view of the pro¬ 
posals submitted by some of the existing 
units to increase the capacity in the 
shortest possible time by fixing balancing 
equipment some of which needed to be 
imported. 

The capacity utilisation of the small 
paper mills in the recent * past is low and 
varies between 30 per cent and 60 per 
cent. The capacity utilisation in this 
sector can improve considerably if a 
source of supply of pulp at reasonable 
rates is created. Proposals therefore, for 
the establishment of mother pulp mills 
w hich could market pulp at reasonable 
rates and linked to assured sources of 
forest raw materials should be encouraged. 

On the issue of the price of white 
printing paper, Mr Biswas referred to the 
assuiance given by the Government of 
reviewing the matter on the basis of the 


recommendations from the Bureau of 
Industrial Costs & Prices (B1CP)- Since 
the B1CP was reported to have submitted 
their preliminary report, Mr Biswas 
appealed to the Government to revise 
the price of white printing paper realisti¬ 
cally so that the existing paper mills 
could be in a position to generate suffi¬ 
cient surplus which could be ploughed 
back for the modernisation and renova¬ 
tion of old and obsolete equipment and 
increase production. Since creation of 
additional capacity by way of substantial 
expansion of the existing mills was less 
costly and less time consuming, he re¬ 
quested the Government to allow the 
paper industry a fair rate of return on 
its investment and extension of the scheme 
of soft loan for modernisation. 

With a view to augmenting supply of 
forest raw materials, Mr Biswas suggest¬ 
ed leasing of lands to such paper mills 
as were desirous of investing substan¬ 
tial amounts for raising bamboo and 
selected species of hard woods for con¬ 
sumption at their units. He also advo¬ 
cated for large scale implementation of 
the scheme of social forestry to supple¬ 
ment existing raw material supply. 

As the availability of forest raw materi¬ 
als is limited, utilisation of non-convcn- 
tional raw materials such as bagasse, cereal 
straws, etc. is being encouraged by the 
Government and special rebate in excise 
duty is allowed for the use of these raw 
materials. The Government has asked 
the manufacturers to take special care for 
effluent disposal in order to prevent 
pollution. Mr Biswas also urged upor 
the government to include paper boa^tl 
also within the list of industries justify^ 
ing excise duty concession. He also ap¬ 
pealed to the State Government to exempt 
paper mills from the purview of the power 
rationing programmes because of the fact 
that paper making was a continuous pro¬ 
cess and frequent shut downs of the 
machineries due to power trippings 
affected their life and at the same time 
resulted in loss of production. 

—Hardev Singh 
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OF THE 
CONOMY 


Relaxation on 
industrial Location 

As fart of its announced 
Statement on Industrial Policy 
of July 1980, Government has 
been devoting consideration to 
revising guidelines of its loca¬ 
tional policy to synthesize 
Be twin objectives of optimum 
RRilisation of installed capa¬ 
city, and preservation of the 
environment and the ecologi¬ 
cal balance of the country. 

In supersession of the press 
note dated August 20, 1979, 
the locational policy could be 
considered for relaxation in 
the following t;vpes of in¬ 
stances: (i) Cases of industrial 
units desiring to shift their 
activity from the present loca¬ 
tion within a metropolitan area 
to another location in the same 
^metropolitan area, provided 
pfhat there is no change in the 
r essential nature and the volu¬ 
me of production, (ii) Cases 
where an industrial under¬ 
taking desires to manufacture 
new items in the same category 
us those licensed and within 
the licensed capacity without 
any significant additional in¬ 
vestment or requirement of 
power, (iii) Formulation acti¬ 
vity by manufacturers of bulk 
drugs at existing locations 
provided the production of 
bulk drugs and formulations 
^conforms to the limits 
^aid down in the Drug 
-Policy, (iv) Cases where an 
industrial unit wishes to 
" utilise existing machinery to 
a fuller extent by operating 
two or three shifts, but without 
additional investment and with¬ 
out adding to the environ¬ 
mental pollution, (v) Where 
industrial undertakings are 
proposed to be situated in 
industrial areas developed by 
State Governments with in¬ 
frastructure facilities prior to 
December, 1977. (vi) In cases 
^yherc industrial units predo¬ 
minantly employ handicapped 


persons or women in non¬ 
polluting industries. (vi i) 
Where under Government's 
notification for automatic 
growth dated August 14, 1980, 
units qualify for being per¬ 
mitted automatic growth, such 
growth will be available in 
relaxation of the locational 
constraints specified Jn the 
second proviso below item (iii) 
of the notification of Febru¬ 
ary 16, 1973, mentioned in the 
above notification of August 
14, 1980. (viii) Units applying 
for regularisation of excess 
capacity under Government's 
notification dated September 
4. 1980 and which are found 
eligible for regular isation of 
capacity, in terms of the above 
notification, may also be per¬ 
mitted to have their licensed 
capacities revised in relaxation 
of the locational policy. 

Special Gases 

Undertakings which qualify 
for exemption from licensing 
under the provisions of the 
Industries (Development & 
Regulation) Act and the noti¬ 
fications issued thereunder, 
but which were hithertoforc 
required to obtain industrial 
licences because of locational 
constraints specified in the 
statutory notification of Feb¬ 
ruary 16, 1973 (as amended 
from time to time) prohibiting 
location in embargoed areas, 
will also be eligible for the 
relaxations mentioned in item 
3 above on the same basis as 
is permitted for units eligible 
for the facility of automatic 
growth and regular isation of 
installed capacities, and fur¬ 
ther provided the item is not 
reserved for production in the 
small scale sector. 

The registering authorises 
would process such appli¬ 
cations accordingly, and these 
would not require reference 
to the appropriate Approvals 
Commi ttee only on grounds of 


fication ttt those industries 
Where such diversification faci¬ 
lities huve been permitted by 
Government under notification 
from time to time, it is clari¬ 
fied that such diversification 
would also be permitted in 
relaxation of the locational 
policy and such cases need 
not be referred to the appro¬ 
priate Approvals Committee 
for relaxation from the loca¬ 
tional policy. This would 
imply that locational policy 
would not be operative for 
diversification schemes for 
which industrial undertakings 
apply under the duly noti¬ 
fied diversification schemes 
pertaining to the scheduled 
industry. 

This will, however, be allo¬ 
wed only if there is no signi¬ 
ficant additional investment, 
the item of production to be 
diversified is not reserved for 
small scale sector, and if all 
other conditions stipulated in 
relevant notifications are satis¬ 
fied. Where 100 per cent ex¬ 
port-oriented production/units 
are proposed to come up in 
areas attracting locational 
policy specific exemption may 
be considered on the merits 
of each proposal, having re¬ 
gard to the environmental 
impacts and other relevant 
aspects of such proposals. 


m 


Two Now 
Banks 


Foreign 


Two new foreign banks, 
the European Asian Bank of 
Hamburg and the Emirates 
Commercial Bank Limited of 
Abu Dhabi have been permit¬ 
ted to open branches in India. 

With this, the number of 
foreign banks functioning in 
this country will rise to 14. 
Of these, four arc British 
(Grindlays, Mercantile Bank 
Limited, Chartered Bank and 
British Bank of the Middle 
East); three are from the 
United States (American 
Express International Banking 
Corporation, Bank of America 
National Trust & Savings 
and Citi Bank N.A.)an'dtwo 
from Japan (Bank of Tokyo 
and the Mitsui Bank Limited). 
The other three are Banque 
Nationals de Paris, Algemene 


Ii Bank (Banglad 

The Reserve Bank of 
has not liberalised its pp{^; 
in regard to allowing foreign^; 
banks to open new 
and representative ' 

However, it has permfitep4? 
seven representative 
(which do not transact any:^ 
banking business) to be opened; 
in recent years—all of them ip ; 
Bombay and one in New Delhi* / 

Five of I hese—Bankers Trust 
Co., New York: Chemical 
Bank, New York; Manufac¬ 
turers Hanover Trust Co, New 
York and Bank of Credit & 
Commerce International Ltd, 
(all in Bombay) and Societe 
Gencralc, Paris (New Delhi)— 
have opened their offices. 
Barclays Bank International 
Ltd., 1 ondon is yet to open 
its office in Bombay. 

The seventh, Bunk of For¬ 
eign Trade of the USSR, had 
been permitted in January 
1977 to open an office on the 
condition that simultaneously 
with this a representative 
office of the State Bank of 
India will be opened in Mos¬ 
cow. The office is yet lo be 
officially opened. 

Increase in Basincss 

According to figures avail¬ 
able with the Government, 
there has been very substan* 
tial increase in the business 
of the foreign banks during the 
J970s, and Grindlays is way 
ahead of the others. Its de¬ 
posits rose from Rs 263.71 
crore in 1970 to Rs 485.50 
crorc in 1978. Chartered Bank 
deposits increased from Rs 
67.18 crore to Rs 166.17 
crorc, and Mercantile Bank’s 
from Rs 40.70 crore to Rs 
120.27 crore. The Bank of 
America saw an increase 
from Rs 39.27 crore to 
Rs 70.39 crore. 

The profits chart for 1978 
shows Grindlays made Rs 
2.55 crorc; Algemene Bank 
netted Rs 60 lakh, American 
Express Rs 40 lakh; Bank of 
Tokyo Rs 39 lakh, Citi Bank 
Rs 43 lakh; Mercantile Bank 
Rs 34 lakh; Bank Nationale 
de Paris Rs 3J lakh and Bank 
of America Rs 30 lakh. 

Of the surplus earned by 
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;'iW"’ foreign Bank* between 
1970 and 1978 and permitted 

■ by the Reserve Bank to be 
remitted, Grindlays had by 
1976 remitted Rs 3.09 crore; 
American Express Rs 1.15 
crore; Bank of America Rs 
70 lakh; Chartered Bank Rs 
60 lakh; Citi Bank Rs 59 lakh; 
Mercantile Bank Rs 54 lakh; 
and British Bank of Middle 
East Rs 41 lakh. 

Trade Deficit Growing 

India's trade deficit is likely 
to reach Rs 3,000 crorc during 
1980-81 with an indication of 
terms of trade worsening fur¬ 
ther according to a study of 
economic trends made for 
the year ut the Madras Insti¬ 
tute of I3cvclopmcntaJ Studies. 
The trade deficit recorded for 
last year was Rs 2,232 crorc. 

According to the study, the 
first month itself, April, 
shows a reported provisional 
Rs 429 crore as exports and 
Rs 824 crore as imports giving 
a deficit commodity balance 
of trade of Rs 395 crore. 
Crude and petroleum pro¬ 
duct imports which constituted 
25 percent of 1978-79 imports 
and 38 per cent of the imports 
for 1979-80, will be about 50 
per cent of the current year’s 
imports. 

The study cites other inter¬ 
national causes such as pro¬ 
tectionism and quota restric¬ 
tions of industrialised coun¬ 
tries, the fall m international 
prices of some ol India's major 
exports like coffee, leather 
and tobacco which are slowing 
down exports from this coun¬ 
try. Consequent to this the 
exports recorded in April 
last have shown a decline of 
7.5 per cent as compared to 
figures of the same month 
last year. 

ECM Grants 

The European Common 
Market will provide India 
aid worth 837.5 million. 

The decision was reached 
at u conference of the ECM 
Minister recently. They ap¬ 
proved the sharing out of 
their 8185.6 million aid to !5 
non-associatcd developing 
countries for this year. 

The Common Market also 


has a five-year 87,8 billion aid 
programme with 60 associated 
developing countries, mainly 
former French and British 
colonies. France, however, 
accepted the aid to non-associa- 
ted countries with reservation, 
pending approval by the nine 
Common Market countries of 
final regulations for channel¬ 
ing the aid. Officials said this 
was only a technical problem. 

Other countries to receive 
aid are (in million dollars): 
Sri Lanka 20.6, Thailand 20.5 
Bangladesh 14.2 and Indonesia, 
Pakistan, Philippines, Nepal 
and Maldives will share 26,6. 
In the aid programme to non- 
associalcd countries was also 
a 813.4 million sum earmarked 
for relief and protection mea¬ 
sures against weather catastro¬ 
phes in India, Zimbabwe, Peru 
and Dominican Republic. 

Indo-Hungarian 
Trade Pact 

India and Hungary signed 
a protocol in respect ot co¬ 
operation in trde, industry and 
agriculture recently. 

It was concluded at the end 
of the fourth session of the 
lmto-Hungarian joint commis¬ 
sion held here from Novem¬ 
ber 10. 

The two sides also agreed 
to cooperate in regard to 
supply of score boards, lighting 
systems and other equipment 
for the Asian games to beheld 
in New Delhi in J982. The 
close cooperation between 
India and Hungary in the field 
of telecommunication is to 
be strengthened further. The 
Hungarian side have offered 
to provide technical collabo¬ 
ration for the manufacture of 
VHF rural telecommunication 
systems, micro wave systems, 
provision of tape recorders, 
studio equipment, computer 
peripherals, off-line data entry 
system, line printers and low 
power TV broadcast systems. 

The Hungarian side have offe¬ 
red to assist in the establish¬ 
ment of research institute in 
India for the manufacture and 
application of aluminium. 

Possibilities of export to 
Hungary of heavy machine 
tools, railway tolling stock, 
engineering equipment and 
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be pursued further. 

Additional quantities oflea- 
ther goods, shoe uppers, con¬ 
sumer goods, cosmetics, gra¬ 
mophone records, textile items, 
engineering equipment and 
machinery for the pharmaceu¬ 
tical industry from India 
are to be further explored. 

The two sides have also 
decided to expand cooperation 
with third country markets 
blending the low cost pro¬ 
duction economies of India 
with sophistications and tech¬ 
nologies available both in 
India and Hungary. 

Crude Shortfall 
Covered 

India has covered the short¬ 
fall in crude and petroleum 
products supplies from Iraq 
and Iran for the current year, 
and prospects of imports in 
1981 arc encouraging, oil 
industry sources said. Nearly 
three million tonnes of crude 
and five lakh tonnes of pro¬ 
ducts were due from Iraq and 
Iran in September when the 
Gulf was disrupted the supply. 

The quantity also included 
500,000 tonnes of crude from 
the Soviet Union which used 
to be shipped from Basra 
port in Iraq, The Soviet Union 
agreed last week to ship the 
balance quantity from ports 
in the Black Sea. India bought 
1.2 million tonnes of crude 
in the spot market (at an aver¬ 
age price of 836 a barrel) to 
meet this year’s gap. 

According to industry sour¬ 
ces, the country also signed 
import contracts for crude 
and products with Malaysia 
and Pakistan for the current 
year, and received assurances 
of supplies from some more 
friendly countries. 

Meanwhile, in order to 
support consumption of 31 
million tonnes of petroleum 
products in 1981, the Govern¬ 
ment proposes to increase 
production from 10 million 
tonnes this year to 14-15 
million tonnes next year. 

Demand gap will be met 
through targeted imports of 
16-17 million tonnes of crude 


ducts. 



Imports so far tied up in¬ 
clude 1.5 miUioni tonnes of 
crude from Mexico, and tw£ 
million tonnes of crude from 
Venezuela. 

Besides, Kuwait has agreed 
to supply 800,000 tonnes of 
products for the entire year 
and 300,000 barrels of crude 
per month for a specified 
period. However, a contract 
is yet to be signed. 


Central Control off 
Cinema 

The working group on na^ 
tional film policy has recomm¬ 
ended Central control of the 
cinema and film industry by 
taking them from the State 
list to the Union or Concurrent 
List. The entire subject of 
cinema and film industry 
should be within the purview 
of Central policy and Cen¬ 
tral control, it says. The re¬ 
port, which was placed in 
the Lok Sabha recently 
has suggested the expansion 
of the Ministry of Information 
and Broadcasting to include, 
cinema, under a separate de¬ 
partment headed by a Secre¬ 
tary. 

The working group, which 
was constituted by the Govern¬ 
ment in May last year, was 
headed by Dr K.S. Karanth 
and included nominees of the 
Tami Nadu, West Bengal, 
Maharashtra and Punjab Gov¬ 
ernments, besides film in¬ 
terests. 

The report said lack of legal 
powers with the Union Govern¬ 
ment was one of the major 
hurdles in laying down a 
national film policy. 

Tt listed 12 broad objective^ 
of the policy. These include 
improvement of the cultural 
quality of cinema considering 
its impact on society, making 
cinema accessible to the lar¬ 
gest number of people through¬ 
out the country, and help¬ 
ing the growth of cinema as 
a medium of culture, artistic 
expression, communication, 
enlightenment and enter¬ 
tainment. 

In regard to the entertain¬ 
ment tax policy, the workinfe 
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p^wiiTQeot)}eci}V«5 sirtmid 
be levy the tax keeping in view 
the capacity to pay, rationalise 
Jax rates and simplify proce- 
®Wires and increase income by 
expanding the theatre net¬ 
work and not by raising the 
tax. 

Trade with Maldives 

India and Maldives agreed 
to work out a suitable insti¬ 
tutional arrangement to give 
an impetus to trade exchanges 
and bilateral cooperation bet¬ 
ween the two countries. It 
was also agreed that the state 
trading organisations in the 
ijvo countries could be en- 
P^usted with the tusk of en¬ 
tering into appropriate commer¬ 
cial arrangements for moving 
the predetermined commodi¬ 
ties of Maldives. 


Agreed ininutes fp thii 
effect were signed fey Mr K.A. 
Khan, Minister of State 
for Commerce and Mr Ilyas 
Ibrahim, Deputy Minister 
of Public Safety and chief 
of State Trading Organisa¬ 
tion, Maldives, after discus 
sions spreading over four days. 

India has assured Maldives 
that its requirements of essen¬ 
tial commodities would be 
met by the former, and for 
this purpose a list of items 
would be identified bilaterally 
on a year-to-year basis. 

The visiting Minister also 
called on the Union Com¬ 
merce Minister, Mr. Pranab 
Mukherjec and conveyed his 
government's keen interest in 
developing commercial relations 
with India. Mr Mukherjec 
explained India’s policy of 


Nam8S in thB News Parulekar in his 30 years of 

service with the Bank has held 


Mr Anil Rege has been ap¬ 
pointed General Manager of 
Bank of India. Mr Rege has 
been with the Bank for nearly 
30 years and has largely been 
.associated with the develop¬ 
ment of the Bank's internatio¬ 
nal operations. Besides, he has 
served the Bank in various 



Mr Anil Rege 

capacities in India and abroad. 
Prior to his appointment as 
General Manager he was the 
Deputy General Manager in- 
:harge of international opera- 
;ions. 

Mr N.S. Parulekar has also 
been appointed General Mana¬ 
ger of Bank of India. Mr 


many important portfolios like 
Manager, Hong Kong and 



Mr N. S. Parulekar 

Japan branches. Regional 
Manager, UP Region and 
Assistant General Manager, 
Eastern Region at Calcutta. 
Prior to his elevation, he was 
the Deputy General Manager 
incharge of banking operations 
of the Bank. 

Mr Pritam Singh, Managing 
Director, Sukhna Paper Mills, 
Chandigarh, received Shiro- 
mani Award ’80 from the Vice- 
President of India, New Delhi, 
on November 12, 1980 for his 
success as an industrialist. The 
Awards were Instituted by the 
Institute of Sikh Studies. 


fetfeeirfog traie relations tfrijtfeT 
neighbouring countries. 

Take Oyer of 
Wholesale Trade 

The Government intends 
to eliminate private elements 
from the public distribution 
system and bring the wholesale 
trade in essential commodities 
under State control, Civd 
Supplies Minister V.C. Shukla 
told the Rajva Sabha recently. 

The State civil supplies 
corporations as also the vari¬ 
ous commodities corporations 
could replace the private 
wholesale trade in essential 
commodities, while an expan- 


public distribution kysiejn 
could serve as the retail outlet, 
the Minister added, 

Mr Shukla was replying td* 
a calling attention motion on, 
the acute shortage and abnor¬ 
mal rise in prices of essential, 
commodities, including sugar 
and cereals. He said the; 
Government, for the first 
time, had included the PDS 
m the planned sector in the 
Sixth Plan. The Minister, in 
course of 1m replies, also 
informed the House that an 
amendment to the Essential 
Commodities Act in the form 
of a Bill to give it more teeth 
would be brought during the 
current session. 


Readers’ Roundtable 

Outdated Technology 


Dear Sir: The idea of 
economic planning is to get 
the best out of available scarce 
resources. However, arbitrary 
and whimsical decisions by 
ministers, many of whom have 
neither technical background, 
nor administrative ability, 
is resulting in squandering 
away .scarce resources of a 
poor country. What is worse, 
India’s economic development 
is being mortgaged permanen¬ 
tly to outdated technology. 

Instances arc galore: To 
quote only a few: AVRO air¬ 
craft, manufactured in India 
at the insistence of a minister 
at that time, is an albatross 
round the neck of l.A.C. A 
project for computerisation of 
tax assessecs which would have 
resulted in Government net¬ 
ting crorcs of rupees of 
arrears, was scuttled by a 
former Finance Minister 
because of his personal pre¬ 
judice against computers, 
and irrational fear that it 
would lead to unemployment 
although the work is such that 
even millions of men cannot 
do it. 

An outdated, second-hand 
scooter plant from Italy im¬ 
ported and installed by the 
Government has resulted in 
such huge loses (subsidised 
by taxing poor people) that 
the company can never hope 


to come out of the red, while 
in sharp contrast there is a 
a mile-long queue for another 
brand based on latest techno¬ 
logy. And now. instead of 
going in for modern electro¬ 
nic telecommunications, the 
outdated crossbar technology 
is being foisted on the coun¬ 
try, reportedly at the insist¬ 
ence of the present Communi¬ 
cations Minister. 

Because of outdated techno¬ 
logy, the phone service is 
already in such a mess that 
recently the Thane Munici¬ 
pal Council criticised Bombay 
Telephones for its inefficient 
functioning and adjourned for 
five minutes as a protest again¬ 
st its failure to provide an 
efficient service. 

The price of ministerial 
ignorance and arbitrary deci¬ 
sion-making is to convert 
India into a dumping ground 
for yesterday’s technology 
and antiquated equipment. 

Telephone subscribers, parti¬ 
cularly organised bodies, 
whose numbers will suffer from 
an inefficient and costlv sys¬ 
tem, should not allow' the in¬ 
troduction of an outdated 
technology. Not to get the best 
when we have the options, is to 
punish future generations and 
to prevent India's economic 
growth. ■ Yours ct<; 

Bombay M.R. Pai 
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Cav. G.K. Devarajulu, Chairman, 

outlines the present performance, modernisation up-to-date, and the future plans. 
Higher Sales, 30 % Dividend and continued prosperity. 

Speech delivered by Cav. G.K. Devarajulu, Chairman, at the 70th, Annual 
General Meeting of the Company on 22 - 10-1980 

Ladies & Gentlemen, prices of almost all the com- bouring countries. The new ginally. Cotton prices were 

I have great pleasure in modities. Government which came into stable because the Multi 

welcoming you all to the 70th During the year 1979-80, power early this year is faced Fibre-Policy was continued 
Annual General Meeting of there has been a drop in the with a very formidable task and the Mills were at liberty 
your Company. 1 extend a output of basic industries like Assam problem. * The to import staple fibre freely 
special welcome to the share- such as steel, aluminium, dimensions and consequences on O.G.L* 
holders of the Coimbatore cement, fertilisers etc., with of Iraq/Iran war at the Dividend : 

Cotton Mills Ltd., who ha v c its consequent affect on the moment are unpredictable and Let me now come to the 
now become shareholders production of most industries unimaginable. working of our Company, 

of The Lakshmi Mills Com- in the country. The growth Textile Industry : The., audited Accounts and 

pany Limited, because of rate of industrial production The Textile Industry turned Directors’ Report of the 
the amalgamation of their was negative during last for the better from the last Company for the year under 
Company with ours. year. Continued rise in whole- quarter of 1978 despite the review have been with you 

Before l proceed further, sale and consumer price in- prolonged strick from May for some time and, with your 
l would like to place on re- dex is seen in higher dearness to July, 1979 and severe permission, . I lake them as 
cord our deep sorrow at the allowance resulting in the power cuts. However, the read. You will be glad to 

demise of our Lx. President, increase in the wage bill and spindle and loom activities note the satisfactory per- 

Shri V.V. Gin, and the sad, reduction of earnings of in- were the highest in the re* formance of your Company, 

untimely and tragic death of dustrics. cent periods since 1971. The . resulting in better profits 

Shri Sanjuv Gandhi, M.P., Our country has now got Textile JPolicy announced in which enabled your Directors 
the youngest son of our Prime a total generating capacity August, 1978 envisaged ex- to recommend a substantial 
Minister Smt, Indira Gandhi. lT 29,000 MW of power, out pension of the handloom sec- dividend of 30% for the year ^ 
You :re all aware that of which our current utiJisa- tor and banned the installa- under review, 
presently the Indian economy tion is only 44%. An improve- tion of looms in the Mill Raw Material : 
is under a severe stmir. m- ment of 10% in the u fc ilisa- Sector, but the new Textile Cotton production in 1979- 
dustrial and agricultural pro- tion of our installed capacity Policy, which will be announ- , maintained its upward 
duction have suffered heavily, can raise production by ced shortly, may allow spin- trend and reached a record 

The recent hike in the prices about Rs. 4,000 crores. die expansion in a big way ' level of 80 lakh bales. The 

of petroleum products in- On the International scene, and a small expansion in . prospects for the current 
crease in Railway fares, severe there has been a severe re- looms. season {1980-8!). are also 

ppwcicurr almost in all States cession in a large number of The production of yam very bright, at 82 lakh bates 
and the consequent under- developed countries, espcci- during 1979 declined nomi- barring" unforeseen, natural 
utilisation of manufacturing ally in U.K. and European nally to the extent of 0.2% calamities, in view of the 
capacity have all been the Markets. The political situa- over the output of 1978. Cloth satisfectory monsoon so far. 
major factors contributing tion in the world is tense, production in the Organised . Cotton prices in 1979-80 

to the steep increase in the particularly in our neigh- Sector has also declined mar- remained stable. The decline 


EASTERN ECONOMIST 


1210 


to power curbs had to be 
corrected by release of ca¬ 
rports diving the hitter part 
of the season; 

Performance : 

Your Company has done 
well this year by increasing 
their Gross Profit by 14% 
over the last year, which 
amounts to Rs. 634 lakhs 
including the Coimbatore 
Cotton Mills Unit. The Sales 
Turnover has declined by 
12.8% from last year due 
to the closure of all our 
units for 55 days on account 
|of General Textile strike in 
*Tamil Nadu. According to the 
settlement reached by SIMA 
with workers* representatives, 
the basic wage increase has 
been around Rs 53/- per worker 
per month. The marginal 
decrease in the net profit by 
2.5% over the last year is 
due to provision of larger 
depreciation than last year. 

Production was affected by 
severe power-cuts. However, 
with the utilisation of our 
own captive Generator sets, 
your Company has done well 
* in keeping up the production 
to a great extent. Your Com¬ 
pany has placed orders 
for two more 860 KVA Gene¬ 
rators to be imported in the 
Current Year in view of the 
anticipated power-cuts in 
the ensuing years. 

Sales : 

The demand for yarn was 


.of yam shot tip aft# the 
strife was called off. However, 
they have levelled off to a 
certain , extent during the 
current year, reducing the 
profit margin. Presently, the 
situation has taken a turn for 
the worse, due to communal 
riots in Northern parts and 
complete lifting of power- 
cut in Tamil Nadu, resulting 
in accumulation of stocks in 
mills. 

Exports : 

Your Company has ex¬ 
ported Cloth and Yam to 
the value of Rs. 345 lakhs 
against Rs, 236 lakhs in the 
previous year. Of this, value 
of cloth exports is Rs. 268 
lakhs and yarn Rs. 76 lakhs 
and your Company has earn¬ 
ed foreign exchange of about 
Rs. 242 lakhs. Thepiospects 
for the current year are not 
bright due to recession in 
U.K. and Europe and also 
due to competition from 
Korea. 

Modernisation: 

The modernisation is going 
on as programmed. A sum of 
Rs. 206 lakhs has been spent 
for the purchase of plant and 
machinery. In addition to the 
modernisation of Spinning 
and Weaving Departments, 
we have installed processing 
machinery to the tune of Rs. 
64lakhs. We may be permitted 
an expansion of 25,000 spin- 


spmdles taken dttfc by \ ^ 
sation in PaUadarti. lit addi¬ 
tion, we have also installed 
and commissioned a Rotary 
Screen Printing Unit at 
Mettupalayam at a cost of 
Rs. 53 lakhs. 

Amalgamation : 

I am glad to inform you 
that the High Court of Madras 
has approved the Scheme of 
amalgamation of The Coim¬ 
batore Cotton Mills Limited 
with effect from 1-4-79 as 
per the judgment of the 
High Court dated 8-2*1980. 
The Company has also re¬ 
ceived the consent of the 
Controller of Capital Issues 
for the issue of Capital to 
the value of Rs. 27,00,000/- 
to the shareholders of The 
Coimbatore Cotton Mills 
Limited and we have already 
allotted shares to them as 
per the approved scheme of 
amalgamation. All the 774 
shareholders of The Coim¬ 
batore Cotton Mills Limited, 
are shareholders of The 
Lakshmi Mills Company 
Limited now. Our total 
number of shareholders arc 
2913. 

Present Situation : 

The current market trend 
for both yarn and doth seems 
to be dull. There are various 
reasons for this, such as in* 
ternal trouble in Assam, floods 
in Orissa and Andhra Pradesh, 
and tightening up of finance 
by Banks and Institutions. The 


that has made tht TVadp 
come to a standstill. In i 
tion, relaxation of 
has enabled the industry 
increase production to their row 
capacity. Another reason 
the fall in off-take of doth J 
been the dull export maril 
and the consequent djVcp 
ficuiion of the production-1,™. 
the Mills to the local marfe&l 

Despite the Government^ 
efforts, political unrest 
well ns internal riots .cotyft 
tinue to be increasing day-bj^! 
day. Measures are taken now! 
to stop the lawlessness which 
will stop further deterioration 
in the economy. 

In concluding my speech, 

I would like to take this; 
opportunity to express our 
appreciation for the devoted 
and sincere efforts put in by 
employees at ail levels to im¬ 
prove the working results of : 
the Company. I am sure, all 
employees will continue to : 
give their unflinching support; 
to the Company in the forth-., 
coming years also. 

I will be failing in my duty 
if 1 do not express my grateful 
thanks to my Co-Directots 
on the Board for their Co¬ 
operation ^tnd guidance in the 
management of the affairs 
of the Company. 

T pray Goddess LAKSHMI 
to shower Her Blessings on 
the Company and on all of 
us in the years to come. 
Thank you. 


An you an Executive in Government Industry or Trade, 
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AFFAIRS 


Indian Aluminium in 
Low Gear 

Tilt Diktciors of Indian 
Aluminium Company Limi¬ 
ted have issued a statement 
relating to the performance 
of the company m the first 
half of 1980. Metal production 
was 13,1X7 tonnes compared 
to 47,355 tonnes for the corres¬ 
ponding period m 1979, Sales 
amounted to Rs 57.1 erorcs. 
compared to Rs 76.7 crores 
during the same period in 
1979. Prof i 1 before invest¬ 
ment allowance and taxes 
for the first half of 19X0 was 
Rs 2.3 crores compared to 
Rs 9.3 crores for the same 
period last year. Net profit 
after investment allowance 
reserve and taxes was Rs 
67.° lakhs compared to Rs 
3.8 crores in the correspon¬ 
ding period in 1979. 

The poor performance in 
the first half of 1980 was due 
to extensive power culs and 
the dela\ by Government in 
granting an increase in the 
selling price of metal. Strikes/ 
lockouts at two units also 
affected production and 
profits. With full power now 
available to the smelters these 
arc at present operating at 
full capacity. The company's 
raw' material costs have been 
raising steadily during the 
past two sear’s and have in¬ 
creased b\ over 100 per cent in 
fuat period. In spite of that, 
the controlled selling price for 
metal continues to be based 
upon raw material costs pre¬ 
vailing in Jui\ 1978. Despite 
repeated requests by the com¬ 
pany, no compensation has 
been granted in respect of these 
raw in at era I price increases. 
This prolonged delay is cos¬ 
ting the company dearly. 


For several months, the com¬ 
pany has had to sell metal at 
prices well below its cash cost 
of production. The price 
adjustments made by Govern¬ 
ment in October 1979 and 
July J980 were related direc¬ 
tly to simultaneous increases 
in smelter power tariffs and 
did not compensate the com¬ 
pany for the increase in raw 
material costs. 

Reliance Textile 

In keeping with its past 
tradition Reliance Textile 
industries, has finalised with¬ 
in a record time of 12 work¬ 
ing days the allotment of rights 
convertible secured deben¬ 
tures. The company offered 
8,64,000 covert ibJc deben¬ 
tures of Rs 125 each for an 
aggregate amount of Rs 
10,80 crore on rights basis 
and received applications for 
as many as 12,93,394 deben¬ 
tures worth Rs 16.17 crore. 

The subscription list closed 
on October 29. It is stated 
that allotment and refund 
orders are under preparation. 
The refund orders will carry 
interest at the rate of 11 per 
cent from the date of receipt 
of applications to the date of 
allotment. 

Meanwhile, the company is 
pursuing with the authorities 
the question of raising the 
rate of interest on these 
debentures to 12 per cent 
from the date of allottmcnt in 
accordance with the new 
guidelines for debentures 
issue recently announced by 
the Government. 

The company is maintain¬ 
ing the growth of its sales 
and profits. Its expansion 
programme now under way 
is progressing as per schedule. 


liability for the current year 
as well, it is stated. 

(Jttra Rasayan Udyog to 
Enter Capital Market 

Uttra Rasayan Udyog Limi¬ 
ted, New Delhi is entering the 
capital market in the first 
week of December, 1980 with 
an issue of 3,06,000 equity 
shares of Rs 10 each for 
cash at par. The venture has 
been promoted by the main 
Directors of Jaiprakash Asso¬ 
ciates Private Limited (JAPL), 
New Delhi. JAPL have been 
one of the leading civil constru¬ 
ction companies in India 
specialising in heavy earthmo- 
ving jobs and construction of 
dams, barrages, tunnels, brid¬ 
ges, river valley projects etc. 
The company employs 70 
engineers, 300 technicians, 
700 skilled operators and 
mechanics and has a total 
work force of over 10,000. 
The company possesses the 
latest equipment required 
for heavy civil construction 
works. The company has 
projects all over India and 
Iraq. Construction of a barr¬ 
age across River Ganges at 
Rishikesh, a dam for Kudra- 
mukli Iron Ore Company 
Ltd. in Kudramukh, Karna¬ 
taka Stale, foundation works 
for Salal Hydro Electric 
Project are some of the presti- 
geous works recently com¬ 
pleted by the company. The 
company is currently engaged 
in the foundation works for 
Narmada clam, tunnels across 
river Ganges at Tchri, founda¬ 
tion works for Lakhwar Dam 
at River Yamuna and an inte¬ 
grated sewerage scheme in 
Baghdad. These projects are 
costing over Rs 250 crores. 

Uttra Rasayan Udyog Limi¬ 
ted is setting up a pesticides 
plant for the manufacture of 
malathion technical with an 
installed capacity of 660 
tonnes per annum. The plant 
is located at Sikandrabad 
Industrial Area on G.T. Road 
developed by Uttar Pradesh 
State Industrial Development 
Corporation. The site is situa¬ 
ted about 60 K.M. from Delhi 
with fully developed infras¬ 
tructure facilities like power, 


labour. 7 

The project is already in 
an advanced stage of com¬ 
pletion. AH civil works have* 
been completed. Major items 
of plant, equipment and 
machinery have been received 
at site and their erection is 
in progress. The trial runs 
arc planned during January/ 
February, 1981 and commer¬ 
cial production soon there¬ 
after. 

Bajaj Auto 

Sales of Bajaj Auto during 
the first four months (July- 
October) of the current year 
have amounted to Rs 30.29 
crores, including exports of 
Rs 3.96 crores. The company 
produced during these four 
months 42,883 two wheelers 
and 7,360 three wheelers. 
The company’s production 
operations were suspended 
during the corresponding 
period of the previous year. 

The company earned foreign 
exchange equi\.«ient to Rs 
10.22 crores on account of 
exports of its vehicles and 
spare parts and Rs 63.65 
lakhs for the technical know¬ 
how fees during the year 
1979-80. Besides Bajaj Chetak 
Scooters bookings under the 
scheme of priority allotment 
against inward remittance 
brought to the company over 
Rs 30 crores in foreign ex¬ 
change in 1979-80. 

Mr Rahulkumar Bajaj, 
company’s Chairman told 
shareholders at the annual 
meeting ■ in Pune recently 
that the company expected to 
produce about 1.5 lakh two- 
wheelers (including about 
J ,000 50cc motor cycles) 
and about 20,000 three-, 
wheelers during the current| 
year as against 88,651 two-1 
wheelers and 13,701 three- 
wheelers produced during 
the previous year. 

Khatau Makanji 
Shows Setback 

The working results of 
lOhatau Makanji Spinning and 
Wea\ing Co. for the year 
ended June 1980 show a set¬ 
back in profit despite a sub¬ 
stantial increase in turnover. 
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' 'ti has not declared any Anal 
dividend as the interim divi- 
- dend of 12 per cent declared 
pi«|rlier is considered ade¬ 
quate. The dividend paid for 
the last year was also 12 per 
cent. 

Despite an increase of 22.7 
per cent in turnover from Rs 
40.37crores to Rs 49.55 crorcs, 
the gross profit is down by 
6.7 per cent from Rs 3.45 
crorcs to Rs 3.22 crorcs. The 
ratio of profit to turnover has 
come down from around 8.6 
per cent to 6.5 per cent. 

Allocations include depreci¬ 
ation Rs 130 lakhs (RS f!2 
Nlakhs), investment allowance 
“s 26 lakhs (Rs 32 lakhs) 
and taxation Rs 106 lakhs 
(Rs 126 lakhs). A sum of Rs 
18 lakhs (Rs 33 lakhs) has 
been transferred to general 
reserve. 

Modi Spinning 

Modi Spinning has slashed 
the equity dividend to six per 
cent for the year ended April 
1980 from 15 per cent paid 
in the previous year. The 
Ijpeompany has fared badly 
' and though the turnover has 
increased modestly from Rs 
64.97 crores in 1978-79 to 
Rs 66.55 crorcs in 1979-80, 
the gross profit has declined 
steeply from Rs 440.59 lakhs 
to Rs 148.48 lakhs. 

After providing Rs 134.15 
lakhs (Rs 130.48 lakhs) for 
depreciation, nil (Rs 33.50 
lakhs) for investment allowance 
reserve and nil (Rs 155 lakhs), 
for taxation, there is a net 
profit of Rs 14.33 lakhs against 
Rs 121.61 lakhs. Writing hack 
4.75 (Rs 2.65 lakhs) from 
development rebate reserve 
and adding Rs 56.37 lakhs 
(Rs 35) as brought in balance 
there is a disposable surplus 
of Rs 74.89 lakhs against Rs 
124.27 lakhs. Equity and pre¬ 
ference dividends will absorb 
Rs 23.80 lakhs (Rs 53.09 lakhs) 
A sum of Rs 51.09 lakhs (Rs 
14.81 lakhs) has been trans¬ 
ferred to general reserve. 

G. L. Hotels 

The G.I.. Hotels has pro¬ 
duced encouraging results 
for the year ended June 1980. 
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It has earned a gross profit 
of Rs 70.74 lakhs on a t urnover 
of Rs 1.78 crores against a 
profit of Rs 38.9! lakhs on a 
turnover of Rs 2.09 crores 
for the previous 18 months 
period ended June 1979. Pro¬ 
vision include: investment 
allowance reserve Rs 3.96 
lakhs (nil), issue expenses 
written off Rs 0.36 lakhs (Rs 
0.54 lakhs) and interim divi¬ 
dend Rs 1.42 lakhs (nil). The 
directors have recommended 
an equity dividend of 12 per 
cent which along with the 
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preference dividend <9.5 per 
cent) will absorb Rs 8.24 lakhs, 

Bharat Forge 

The preliminary statement 
on the working of Bharat 
Forge Co. shows a marked 
improvement over the pre¬ 
vious year. The company, 
apart from raising the equity 
dividend to 20 per cent for the 
year ended June 1980 from 
10 per cent in the previous 
year, has announced a liberal 
bonus issue of one equity share 


for every two 
capitalising Rs 246 tekbsL 
The turnover during tfc* 
year has gone up to Rs 9&.7t 
crores from Rs 33.99 Ct&Qfy 
in the previous year. The ffto0 
profit has almost doubled 
from Rs 367.18 lakhs to Rg 
716,44 lakhs. After providing 
Rs 214.34 Jakhs (Rs 96.05 
lakhs) for depreciation, Ri 
60 lakhs iRs 44 lakhs) for 
investment allowance reserve 
and Rs 275 lakhs (Rs 110 
lakhs) for taxation, there is 
a surplus of Rs 167.10 lakhs 



Government of India 
Ministry of Works end Housing 
Civil Lines, Delhi-110054 


LIST OF NEW ARRIVALS - SEPTEMBER-1 980 


S. No. 


Title 


Price 


1. 

Rashtriya Barh Ayog (National Commission on Floods) 

Report Vol. 1 (Print 1980) PNCF. 1.1 

Rs 

70.00 

2 

Rashtriya Barh Ayog (National Commission on Flpods) Report 
Volume. II (Appendices) (Print 1980) PNCF. 1. II 

Rs. 

30.00 

3, 

Marine Climatological Summaries Vol. VI-1966 lor the Indian 
Ocean North of 15* South between 20° and 100" East 




(Print-1980) PDGO, 102 

Rs 

469.00 

4. 

Merchant Shipping (Continuous Discharge certificates) 

Rules 1960 (as amended in 1972 and 1978) (Print 1980) PMT 170 

Rs 

3 35 

5. 

Minimum Wages 1974- Report on the working of the Minimum 
Wages Act, 1948 for the year 1974 (Print-1980) PDLB. 16.74 

Rs 

68.50 

6. 

Our Cultural Fabric-Some aspects (Print-1980) PED. 531 # 

Rs, 

26.00 

7. 

Country Report and Status of Research on Bamboos in India 
(Print-1980) PFRI. 56 

Rs. 

4.05 

8. 

Project Profiles on Reserved items Vol. 1 (Print-1980) 

PDCSl. 61.1 

Rs. 

35.00 

9. 

Project Profiles on Reserved items Vol. Ill (Print-1980) 

PDCSl. 61. Ill 

Rs. 

35 00 

‘10, 

All India Services Manual Pt. Ill (Corr. upto 1 2.79; 4th ed 
(Print-1980) PDP. 19, III. (IV) 

Rs. 

17.60 

11. 

Report of the Godavari Water Disputes Tribunal Vol. II 
(Print 1980) P. Agr. 145. II 

Rs. 

15*50 

12. 

Report of the Study team on Rural Employment Oct. 1979 
(Print. 1980) P. Agr. 143 

Rs. 

13.00 

13. 

Annual Survey of Industries 1977-78 : Summary Results 




for Factory Sector (Print-1980) PCSO. 22.77-78 

Rs. 112.00 

14. 

Tax Incentive for Agricultural and Rural Development 
(Print 1980) PDI. 116 

Rs. 

3.10 

15. 

Agreements on Development of Inter-State and International 
Rivers (Print 1980) PIMP. 26- 

Contact any of orr Sates DepoUICounters for purchases of Govt . 

Publications on Cash down basis 

Rs. 

55 50 


1. Kitab Mahal, Saba Kharak Singh Marg. 
State Emporia. Unit. No. 21. New Delhi. 
Tel No. 34370S 

2. Book Depot. 6 K.S. Roy Road, Calcutta 
Tel No. 23-3813 


3. Sale Counter Udyog Bhawan, 
Gate No 13, New Delhi. 

Tel No 372082 

4, Sale Counter. Delhi High Court, 
New Delhi (Room No. 264, 

G. Block) Tel No 286421/291 


These publications can also be had from all our authorised agents all over the 
country whose ifst appears In the Catalogue of Govt, of India Publication. 


davp 80/262 


AMRIK SINGH I.A.S. 
Controller of Publications 
Tel No 252527 
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(JU'117.13 fakhs).%he pro* ■ 
posed dividend will absorb 
Rs 4$. 60 lakhs. A sum 
of Rs 170,36 Iahh^ has 
been transferred to general 
reserve- 

Texcom Project Okayed 

The Union Government, 
Government of Maharashtra 
and a financial institution, 
vi/ Industrial Development 
Bank of India have approved 
Tcxcom's project to produce 
synthetic fabrics and have 
already advanced a substantial 
amount for the implcmention 
of * the project which will 
produce IK lakh metres of 
fabrics per vear. The synthetic 
project has been planned to 
process 6000 metres per day of 
handloom fabrics*. These 
fabrics would he obtained 
from the hand loom weavers 
in Marathwada. 

Texcom already has most of 
the machinery required to 
process these fabrics excep¬ 
ting a heat setting stinter and 
a beam dyeing plant. Thus the 
investment required to process 
synthetic fabrics including 
working capital would be 
about Rs 35 lakhs only and 
the profit would be Rs 20 
lakhs per annum. The synthe¬ 
tic yearn will be purchased by 
Mahatex a Government or¬ 
ganisation and Texcom from 
other spinning mills and this 
yarn would be supplied to the 
handloom weavers lor weaving 
fabrics as per marketable qua¬ 
lities. The project is likely to 
be commissioned in six months 
time. 

Texcom is now installing a 
coal fired boiler and this is 
expected to be commissioned 
in December, 1980. This will 
bring down the operational 
cost substantially. At the 
current prices saving is likely 
to exceed Rs 40 lakhs per 
year. 

According to the Managing 
Director of the corporation, 
Mr L.N. Gangakhcdkar, des¬ 
pite temporary set backs cau¬ 
sed by the closure of the 
wholesale textile market and 
the change in policy of the 
corporation to sell all the 
fabrics at cash only as against 
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/credit* «rfier; 1 
also firmly marching ahead. 

Capital and Bonus issue 

Five companies have been 
permitted by the Government 
to issue bonus shares. Seven 
others have been allowed to 
make further issues. In all, 
these 12 companies will raise 
capital of about Rs4.K7crorc. 

Bonus Issue: Hein Lehmann 
(India) Ltd.—Rs 22,20 lakh 
in fully paid equity shares of 
Rs 10 each in the ratio of 2:5. 


for 

cash at par—Rs 17.6ft lakh to 
be issued to non-residents of 
Indian origin on repatriation 
basis. Rs 70.40 lakh to Indian 
public through prospectus* 
The proceeds will be utilised 
for meeting the cost of a 
paper project, 

Andhra Pradesh OU and 
Chemical Industries—issue of 
11 lakh equity shares of Rs 
10 each for cash at par (in¬ 
cluding the existing p? id up 


ywmm T , 

meeting a part of the ^o^ 
the project for manufactucgnfi 
fatty acids and glycerine to be 
set up in Guntur. 

Kanoria Chemicals ami In¬ 
dustries—issue of L25 lakh of 
debentures of the value of 
Rs 100 each for cash at par to 
the Indian resident share¬ 
holders on prorata basis. The 
funds will be utilised to meet 
the longterm capital require¬ 
ments. 


Hickson and Dadajee Ltd. 
—nearly Rs 15.22 lakh in 
fully paid equity shares of 
Rs 100 each in the ratio of 
1:3. 

Indo-Asian Switchgears <P) 
Ltd.—Rs 10 lakh in fully 
paid equity shares of Rs 100 
each in the ratio of 1:1. 

Aspinwall and Co. (Travan- 
core) Ltd.—Rs 10 lakh in 
fully paid equity shares of Rs 
10 each in the ratio of 1:1. 

The United Nilgiri Tea Es¬ 
tates Company—Rs 24,67,440 
in fully paid equity shares of 
Rs 10 each in the ratio of 1:2. 

Further Issue : Raasi 

Cement—issue of equity capi¬ 
tal worth Rs K9 lakh by 
way of rights in the propor¬ 
tion of 1:5. The proceeds will 
be utilised to meet the overrun 
capital cost of the cement 
project. 

Ahmedabad New Cotton 
Mills—issue of 11 per cent 
cumulative redeemable prefe¬ 
rence shares of Rs 15 lakh 
to the General Insurance 
Corporation and its subsi¬ 
diaries. The funds will be 
utilised for meeting working 
capital requirements. 

J.K*. Synthetics—issue of 
6,000 fully paid equity shares 
of Rs 10 each at par to the 
ICICI on conversion of a part 
of term loans into equity 
capital. 

Cirear Paper Mills Ltd.— 
issue of Rs 2 crores of 
equity shares of Rs 10 
each. The capital will partly 
finance the setting up of a 
plant in Nellorc for the 
manufacture of paper (writing, 
printing and wrapping). 


DEPARTMENT OF ATOMIC ENERGY 

Directorate of Purchase and Stores 


On behalf of tho Pruidint of India, tha Diractor, Dirac tor ata of 
PutchtM and Stores, Department of Atomic Energy. 8embey»40Q 001 
invitee tenders as detailed below :~ 


1. DOS : BARC : ENG; 13963 due on 11.t2.S0 

Discs of permanent magnet notarial. in different sixes as per tender speci¬ 
fication!. Qty. 90 Nos. 

2. pPS : BARC : FAB : 221 due on 12 12.80 

fabrication, lied pouring assembly, testing end supply at Waste Immobilise* 
tion Projact Stte. Tarepur of lead shielded cask, Lift beams and Loading platform 
complete as per purchaser's tender drawings arid specifications. 

3. DPS ; BARC : ENG : 14039 due on 12.12.80 
Graphite block in different sites. Qty. 29 MT. 

4. DPS: BARC : FAB : 225 duo on 16.12.80 

Design, supply of material, fabrication, erection. Impaction end testing of 
flat bottom conical roof cylindrical tank at Solid Waste Management Site. 
Tarepur. as per purchaser's tender drawings end specifications. Qty 1 No. 

6 DPS : RRC : CNQ : 331 due on 18.12 80 

Lead Wool conforming to IS-7B2. as per tender specifications. Qty. 6 M T 

6. DPS : R-6 : ELE : 242 duo on 20.12.80 

Manufacture, testing end supply of annealed tinned stranded copper con¬ 
ductor audio cables as per purchaser s tender specification. Qty. 16000 Mtrs. 

7. DPS : BARC . IEE : 3224 due on 23.12 80 

Standard (Infrared) Blackbody Radiation source with temperature range of 
60 n C to 1O00*C. Emlsaivity better then 99% end the outer body should be 
aircooled etc. Qty. 1 No. 

9. DPS : AMD : IEE : 186 due on 24.12.80 

Digital Magnetic Tape Transport with buffered formatter w^th duef memory 
with maximum block length of buffer : 2048 characters, Tape speed ■ 25 inches/ 
•ec etc. Qty. 1 No. 


9. OPS : PPED : PPF : 1393 due on 29.12 80 

Supply of seamless stainless steal tubes in 316L quality as per purchaser** 
tender specification. Qty. 4500 Mtrs. 

10. DPS: PPED: MIA: 639 due on 1.1.81 

Tabular type level gauges, glass tube type in different ranges as per out 
detailed specifications, Qiy. 65 Non. 

11. OPS : BABC . MIA : 14492 due on 2.1.81 

Portable air cleaning systems as per our detailed drawings Qty. 3 Nor 


>2. DPS : BARC : MIA : 14616 due on 2.1.81 

tabular silicon carbide element furnace for 1$00°C Skin temperature not to 
exceed 50*C weighing 50 kg. Qty. 1 No. 

13. DPS: BARC : MIA : 14601 due on 3.1.81 

Monochrome closed circuit television monitors as per specification of 
tender. Qty, B Noe. 

14. DPS; NFC: CAP: 889 due on 17.1.81 

Cold circular saw suitable for cutting tool steel rounds/bars In enneefed 
condition per purchaser's specifications Qty. 1 No- 


Tender documents priced Re. 10 eech for items 1, 7. H *«d 12. Rs. 26 each 
for items 6. B, 10 end 13; Rs. 36 each for items 2 end 6: Rs. 50 eech totjtem* 3. 4 
end 9, Rs. 75 for item 14 end General conditions of contracts priced 50 P. tP All 
items except items 2 end 4 cen be had from the Pinonco and Account* Officer. 
Deportment of Atomic energy. Director*** of Potcbeto and Stores, 3rd floor. 
MohetteBudding. Potion Rood, 8omboy‘400001 between 10am. end 1 pm. 
on ell working days except on Saturdays Import Licence will be provided only 
if the Heme ere not available indigenously to s»i it^nsexcept i|emi2,4.6.12 
end 13, Tenders will toe received upto 3 p.m, on the due date known above end 
will be opened at 4 p.m. on the seme dev. The right is reserved to, accept or 
reject lowest or any tenders in pert or full without tstlgning any reasons. 
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▲ Mlv TV • Beta Naphthol 

A l l II • B.O.N. Acid 
/I | |||. • Chicago Acid 

A mm %/14 • Metanitroaniline 

/\#TA4tA * Gamma-Acid 

oners 

Dyes Intermediates 

• J-Acid Urea 

• Metaphenelyenediamine (distilled) 

• Peri Acid 

• Phenyl-J-Acid 

• Phenyl Peri Acid 

• Rhoduline Acid 

• Schaeffer’s Acid 

• Sodium Naphthionate 

• Sulfanilic Acid 

• Tobias Acid 

• Michler’s Ketone 

• Monoethyl Aniline 

• R salt 

Unrivalled Quality • Reasonable Prices • Promised Deliveries 

For your requirements please contact: 

The Marketing Department 

/<3$3!vH THE 




ATUL 


PRODUCTS LTD. 

India's giant chemical complex 

P.O. Atul, Dist Valsad-396 020 Gujarat (India) 
Tel. 61 Oram: 'TULA" Atul. 

Telex: 6173 232 "ATUL IN" 
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"This 

November 26 

The Chinese Government has acknow¬ 
ledged that there have been some air 
space violations and has assured India 
that strict instructions have been issued 
to Ihcir personnel to ensute that aetial 
survey is conducted in terms of its assu¬ 
rance. 

India hag made a fresh application for 
39.8 tonnes of enriched uranium from 
rthe US for deliveries between March 
and September next year. 

November 27 

A 24-hour anti-Ccntre bandit, called 
by the ruling Left Front paralysed life 
throughout West Bengal. 

The Bangladesh Rifles (BDR) resumed 
firing across the Sylhet-Dawki bordci, 
preventing harvesting by Indian farmers. 

The All-Assam Students Union and 
the All Assam Gana Sangram Pajishad 
formally rejected the invitation of the 
Union Home Minister, Mr Zail Singh, 
ppfrr tripartite talks in New Delhi. 

E45TLW ECONOMIST 


IVeek 

Poland has asked Western Govern 
menu for #8 billion m new financial aid 
to overcome Us mounting economic 
problems 

The acting C omniander of the Chinese 
Navy, Mi Liu Dao-Sheng, had a meet¬ 
ing with the Pakistan President, Gen, 
Zia-ul-Haq, in Rawalpindi. 

November 28 

The ShetL&rj Sang hat ana suspended 
the 19-day old farmers* agitation m 
Mahaiashtia till Decembci 14 to give 
time lo the Government to decide on 
their demand foi higher puces foi 
agricultural piodme. 

November 29 

Normalcy returned to the oil fields 
and installations in Assam. 

November 30 

The Government cf Iran has entered 
into a firm agicement for cooperation 
with the Indian engineering industry. 

The Union Government has fixed the 

42W 


tariff value of trtk Nile frugal lit ft* 
a quintal 

December 1 

More than 9,000 persons, including 
sc\mt opposition party legislator** 
auesicd in Maharashtra in connection 
with duvvn-to-dusk road blockade spon¬ 
sored by the six-parts l eft and Dcmo-t 
antic l ton! 

[be Bihar Government suspends BX. 
Das, Superintendent of Bhaualpur Cen* 
La! tail. on avhaigc of negligence in 
pioviding proper medical aid to blinded 
undextrial prisoners inside the fail 

Jhc Smuggler and Foreign I xclmngc 
Manipulator >’ (I orfulutc of Pioperty) 
Amendment Bill 1980, passed by PaiLa¬ 
ment 

The Soviet l nfou will import Indian 
woollen and cot ion knitwear gannents 
worth over Rs 60 uores next >ear 

Having regard to the recent fall in 
intmnational puces of coffee, the Union 
Government reduced its rate of export 
dm> from Rs 260 lo Rs iso a quintal. 
December 2 

US Deputy Secretary of state Warren 
M. Christopher flies to Algciia with the 
IJS response to Iian\ request for ihni- 
ficalion on tarns for freeing the 
American hostages. 

The minimum export price of bleach¬ 
ed md loasted peanuts has been raised 
to Ks 16,000 per tonne fob. fiom 
Rs 9 000 

Bangladesh and India initialled 

“points of understanding 1 ’ on the proce¬ 
dure to be followed tow aids holding the 
nexl ministerial level meeting of the 
Joint Rivers Commission 
Ind J a proposed the setting up of It new 
joint industrial protects in Indonesia 

India and Romania decided to continue 
trading m non-convertible Indian mpecs 
for anolhei five veais 

An additional capacity of nearly two 
million spindles will be cieated during 
the Sivth Plan to augment the cotton 
yarn spinning capacity in the country. 

The Union Government introduces 
supplementary cash assistance for the 
supply of all aluminium conductors 
and steel-reoriented aluminium 
conductors (ASC R) under International 
Development Agency and World Bank 
credits with retrospective effect from 
September J9 this year. 
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Short on 


If is becoming increasingly difficult to ignore the fact that 
economic recovery is being delayed by factors which arc 
essentially political. The Government’s economic policies are 
no doubt still vastly in need of improvement but it is undoub¬ 
tedly the case that New Delhi has been making sincere and 
serious attempts at giving a push to the economy. This effort, 
howfever, may meet with only limited success because of the 
hostile political environment. In these circumstances econo¬ 
mic analysis may not be able to contribute much towards an 
accurate assessment of the fortunes of the national economy 
in the months ahead. 

The present Government will soon be completing its first 
year in office. The Assam agitation has been with us rather 
longer. There isn’t any sign yet that the Government will 
manage to sit it out. Mrs. Gandhi's handling of the situation 
may be given credit for cooperating with the agitators in 
keeping the campaign largely and essentially non-violent. But, 
it has not been able to prevent serious damage to the eco¬ 
nomy through the disruption of essential supplies. Worse still, 
it has failed to arrest the deepening demoralisation of the 
public which is dejected because of obvious incapacity of the 
political leadership in power to negotiate peace with a section 
of our own people. 

At this stage arguments about a cutoff date have become 
meaningless to most of us. What troubles us is the im¬ 
pression that the Prime Minister is staking too much on her 
Government’s ability to wear out the agitation. This basically 
negative approach to an undoubtedly positive demand of 
the Assamese speaking people that their political and cul¬ 
tural identity should not be destroyed or damaged is becoming 
increasingly unacceptable not only to the Indians directly 
participating in the agitation but also to their fellow-citizens 
in the rest of the country. Indeed, there is something sicken¬ 
ing or even obscene in this confrontation being sought to be 
fought out as a battle of attrition, a domestic version, in 
fact, of the war in the Gulf. 

The farmers' revolt which has flared up in many parts of 
the country will be poisoning the political climate as much as 
the Assam agitation is doing. Once again the Government 
is found to be short on both statesmanship and strategy. 
The quelling of riotous mobs or the suppression of the activi¬ 
ties of saboteurs should, indeed, be the definite top priority 
purpose for the administration. But it is foolish to believe 
that the use of force by the State could constitute any signi- 
cant part of the solution that must after all be found for 
the problem of an estranged and resentful farm community. 


Strategy 

The Government does not seem to be psychologically in 
a position to accept that farmers are learning to behave as 
an organized social and economic group which no longer 
desires merely to be treated to reliefs and concessions from 
a sympathetic Government, but is resolved on using its 
social and economic power for possessing itself of a large 
piece of the national cake. What is of the utmost significance^ 
in this situation is the resolute refiisal of the rebellious 
farm communities to be associated with political parties or 
to allow politicians, whether in office or in opposition,, to 
pose as their champions or generals. 

Farmers, evidently, do not trust the legislatures or the 
political parties as a means of vindicating or realising their 
claims for higher farm prices or more liberal facilities from 
Government agencies in cash or kind. They seem to be telling 
themselves that there is now a very real conflict of interests 
between themselves and the social or economic classes which 
are better represented in the political structures of the 
State. Faced with this eye-ppening challenge, the Government* 
seems to have only a Nelson’s eye to turn towards it. 
Mrs Gandhi herself has so far been silent about it all. It is 
not very likely that wisdom on this subject will pour out 
of her mouth when she opens it at last. Most probably she 
will blame the opportunism or adventurism of political 
opponents constantly cruising for opportunities for pushing 
her Government out or pulling it down. As in the case of the 
Assam agitation here too the prospects of a constructive lea¬ 
dership effort on the part of the Government are nil. 

In these circumstances it is rather unfortunate that 
Mrs Gandhi’s party should have had all these successes in 
the State elections. Knowing her as we do, we should not 
be surprised if she noisily draws the conclusion that, no. 
matter what the newspapers may say about her “non-perfor¬ 
ming’’ Government, or her political foes about her failing 
to cope with the urgent issues facing the nation, grassroot 
public confidence in her leadership is increasing and not 
diminishing. We should not be surprised either if die sees 
the election triumphs of the Pabadias and the like as further 
evidence that, since the country is unshaken in its belief that 
there is no credible alternative to her rule, dissent on her 
policies or programmes or her ways of trying to implement 
them is really of no consequence to the bask political situa¬ 
tion in our country. On this reading there is not much 
reason to believe that the political climate will change for the 
better. By the same token the poHtvcal constraints on econo¬ 
mic recovery must be viewed as aU too real. 1 
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Prices : Have They Stabilised? 


b behaviour of wholesale prices during the 31 months to 
mid-November does substantiate the contention of the Union 
Finance Minister, Mr R. Venkataraman, that inflationary ten¬ 
dencies have been moderated a great deal. But ominous por¬ 
tents appear to be developing again. The monthly inflation 
rate, as measured by the wholesale prices index (Base 1970-71 
100) was as high as 4.1 per cent in July. The month of August 
witnessed only minor variations in this index from the July-end 
level of 258.9. The monthly inflation rate declined to 1.34 per 
cent in September and further to just 0.6 per cent in October. 
By the end of the first week of November, the index had gone 
down to 256.9 from the peak of 265.7 foisted during the week 
nding October 18. The subsequent week, of course, saw again 
rise of two points, but the index at 258.9 for these seven days 
was no higher than the level around which it hovered during 
six weeks ending August 30. Compared to a year earlier, 
the index in mid-November was approximately 17 per cent 
higher. Since March-end this year, the rise in wholesale pri¬ 
ces had been of the order of about 13 per cent. These two 
figures compared with the peak inflation percentages of 20.4 
and 14.6 registered during the week ending October 18. 

A wholesome development, indeed, after the country passed 
through the second spell of galloping inflation during the seven¬ 
ties which pushed up prices by as much as 40 per cent within 
ja short span of about 18 months to July-end, is reminiscent of the 
*nrst spell in 1973 and 1974 that had raised the wholesale prices 
level by nearly 48 per cent in approximately the same number 
of months. But what is disturbing is that the dip in prices, 
which coincided with the onset of the kharif marketing season, 
has proved to be too short-lived. The price level starts receding 
normally m any year after a good kharif output. Smce the 
winter months also are congenial to an all-round pick-up in 
economic activity, the declining trend usually persists for some 
time. The rise in the index in the second week of November, 
thus, is an unusual phenomenon, notwithstanding the fact that 
the Union Government announced in this week 15 paise a kg 
increase in the issue prices of rice and 10 paise tn those of coarse 
grains. The revised prices will become effective from January 
fH, 1981. Only an indirect influence of Ibis decision could be 
felt in the middle of November in the form of some apprecia¬ 
tion in the open market prices of foodgrains. The direct impact 
wiU be there only in January and thereafter when the issue pri¬ 
ces of wheat too arc put up. The other influencing factors, 
probably, have been the decision on sugar pricing policy and 
the farmers' agitation in various parts of the country for higher 
procurement prices of onions, sugarcane and cotton in parti¬ 
cular and other farm pioducts in general. 

With the power and coat supplies showing some signs of 
improvement, it can be expected that the overall industrial out¬ 
put this year, which started improving after June, will surpass 
the last year's level by 6 to 8 per cent even though the expecta¬ 
tion of about 10 per cent rise in this production will not mate¬ 
rialise. The rabt crop prospects are said to be promising, in 
fact, it is felt that foodgrains output this year will not only 
lABftBBN BooMomar 


match the peak level of 1978-79 but may also exceed it even 
though marginally. The industrial relations front too has been , 
quieter this year. The comfortable foreign exchange reserves 
position, though there has been an erosion in it to over Rs 1,150 
crores so far, should provide an elbow room to the Government 
for importing such items the domestic supply of which is insu¬ 
fficient to match demand tor one reason ot the other. All this 
will be helpful in containing the prices spiral, especially when 
expansion m money supply is being restricted effectively (from 
March to October 17, M, declined by 4.3 pel cent, as against 
registering a rise of 6.6 per cent during the coricspondiug period 
last year and Mi expanded by only 6.4 per cent, as against 9 1 
per cent last year). There has been abatement ot inflationary 
trends abroad as well, leading to subsiding of imported inflation. 
But the mid-November phenomenon implies that the Govern¬ 
ment cannot indulge in any complacency on the prices front. 

Apart from the adverse developments in the international 
oil market, the influence of which can be mitigated a great deal 
through the resolution of the Assam tangle (that will enable 
resumption of normal supplies of crude oil from there), what 
will be having a deleterious effect on the price level in the com¬ 
ing months will be the performance of railways and the Govern¬ 
ment decisions on a raise in the prices of coat, steel, diugs, etc, 
for which clamour is there from the producers owing to increa¬ 
sed production costs. The direct impact of the other major 
factor, revision in the issue prices of foodgrains from C entral 
stocks, of course, wilt be felt aftei January, bur its indirect effect 
on the open market perhaps has almost exhausted itself. Some 
rise in prices m the near-term future, thus, need not be ruled 
out. To avoid any serious eflect of a further hike in world oil 
prices, the Government should do well in absorbing it through 
adjustments in excise levies in various petroleum products, 
instead of jacking these duties indiscriminately to restrict con¬ 
sumption. The cost-push impact of the latter step will negate 
all endeavours at controlling inflation. 

Significantly enough, besides the push exerted on the price 
level this year by the mounting oil import bill, the near-break- 
down of infrastructure and the serious drought of last year, the 
price level has been vitiated by the unprecedented spurt in the 
prices of sweetening agents and pulses. Between March and 
October 25, the wholesale prices indices for these two sub-groups 
have gone up by as much as 54.5 and 62.6 per cent, respecti¬ 
vely, The increase in these two indices over the year to Octo¬ 
ber 25 had been of the order of 91.4 and 57.9 per cent. 1 he 
prices of these items need to be watched very carefully. In fact, 
if they can be contained, the further rise in the overall whole¬ 
sale prices index can be kept within reasonable limits, provided 
of course, infrastructure does not receive any undue jolts and 
the impact of fresh increase in the prices of crude oil and petro¬ 
leum products is largely mitigated through judicious scaling 
down of excise levies. The Finance Minister has held out hopes 
that deficit financing this year may not exceed the budgeted 
level. The Shortfalls in Plan outlays may counter the increased 
expenditure on account of such factors as dearness allowance 
to Government employees, genera] administration and subsidies, 
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One of the major issues concerning the 
economy and its growth under wide ran¬ 
ging discussion in the country is our 
savings and investment rates. In view 
of the detailed information on them 
published by the Central Statistical 
Organisation, the Reserve Bank of 
India and the Planning Commission, 
I wish to revise my presentation of 
the .issue in the last three mid-year 
reviews and start all over again 
afresh. The country’s savings and in¬ 
vestment are variously presented by the 
three agencies in gross and net terms, 
as a percentage of Gross National Pro¬ 
duct or Gross Domestic Product or Net 
Domestic Product or Net National Pro¬ 
duct and at current prices and constant 
(1970-71) prices. Without entering into 
the technical issues involved, I shall 
present the savings and investment of 
the country as a percentage of Gross 
National Product (GNP) and Net Natio¬ 
nal Product (NNP) at market prices as 
reported by the Reserve Bank of India 
and the previous Planning Commission, 
because our base point is the national 
product inclusive plus or minus of fac¬ 
tor incomes earned abroad or remitted 
abroad. Asa reminder, for our discussion, 
I have added the GNP and industrial 
growth rates as the last two columns 
in the table alongside. 

Savings Rate 

Certains questions arise from examin¬ 
ing this table of our savings and invest¬ 
ment rates over the seventies, parti¬ 
cularly since 1974-75, in regard to the 
economy. 

First, the country which examining this 
Plan in 1950-51 with savings of 6.8 per 
cent of the National Income and invest¬ 
ment of 8.4 per cent, and gradually moved 
to 16.9 per cent of savings and 17.9 per 
cent of investment by the start of the 
seventies, has since 1975-76 passed the 
20 per cent mark for both. The highest 

This is an extract from Dr Adiseshiah’s mid- 
teim review of the economy done for the Associa¬ 
ted Chambers of Commerce and Industry. 


and Investment: in Aiia^iis 

Or Malcolm 8. Adiaoshiah 


was in 1978-79 when savings was 24.6 
per cent of GNP and 19.9 per cent of 
NNP and investment 24.3 per cent and 
19.6 per cent respectively. These are 
rates* of savings which are not associa¬ 
ted with a developing country, but with 
industrialised countries, or if they are 
taking place in a developing country, 
then that country is at the stage of, 
what economists call, take off. 

Second, unlike upto 1975-76 when our 
savings were always below our invest- 


Mr Swaminathan 8. Alyar is on 
tour for two weeks and will resume 
his column *Dry Thoughts* on 
his return. 


ments so that there had to be an inflow 
of foreign funds to make up the differ¬ 
ence, for four years continuing from 
1975-76 to 1978-79 there has been an 
excess of savings over investment, leading 
to an outflow of capital from the coun¬ 
try. (Incidentally the Reserve Bank’s 
Annual Report and Currency and Fin¬ 
ance Report for 1978-79 showed, unlike 
my estimate in last year’s mid-year re¬ 
view, a surplus of 0.2 per cent of invest¬ 
ment over savings which is corrected in 
the RBI’s Annual Report for 1979-80 
as in the table below). As I pointed out 
in the last mid year review, this continu¬ 


ing surplus of our savings over our in¬ 
vestment marks not only the current 
account surplus upto 1977-78 and the 
continuing increase of our foreign ex¬ 
change reserves in the current account 
deficit year 1978-79, which we have not 
been able to invest, it is also a pointer 
to our structural rigidities to which I 
now turn. 

Third, these past five years of high" 
savings rates have not been accompanied 
or resulted in, as they should have, either 
in a high economic growth rate or a 
self-sustaining industrial development 
growth. The last but one column shows 
that in three out of the last five years, 
the overall growth rate was 1.4, 3.5 and 
—3 per cent, and for the decade ended 
at a low 3 per cent as noted earlier. 
As far as industrial growth is concern¬ 
ed, the last column shows a seriously 
fluctuating rate for the last five years, 
rather than a steadily rising and self- 
reliant industrial growth, which is usu¬ 
ally associated with savings at 20 per 
cent of GNP and above. Thei e are some 
explanations offered to explain this con¬ 
tradictory set of facts, high savings and 
stagnant economy and low industrial 
development, which aie only partially 
applicable, if at all. One is to query the 
very basis of the estimates of savings by 
CSO and the Reserve Bank: the esti¬ 
mates do need continuing analysis and 



Percentage .of GNP 
(At market prices) 

Percentage of NNP 
(At market prices) 

GNP 

growth 

rate 

Indus¬ 

trial 

growth 

rate 


Savings Invest¬ 
ment 

Foreign 

flow 

Savings 

Invest¬ 

ment 

Foieign 

flow 

1970-71 

16.9 

17.9 

1.0 

12.3 

13.1 

1.0 

6 

4.2 

1974-75 

19.1 

20.0 

0.9 

14.6 

15.6 

1.0 

1 

2 

1975-76 

20.7 

20.6 

-0.1 

16.1 

15.9 

-0.2 

9.2 

9.8 

1976-77 

23.0 

21.4 

—1.6 

18.4 

16.7 

—1.7 

1.4 

5.3 

1977-78 

22.9 

22.3 

-0.6 

18.3 

17.7 

—0.6 

7.4 

6.9 

1978-79 

24.6 

24.3 

-0.3 

19.9 

19.6 

-0.3 

3.5 

7.7 

1979-tO 

23.5 

24.8 

0.6 

18.8 

19.4 

0.6 

—3 

1.5 
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file accepted one the world over, and is 
sound. Second, it is pointed out that 
there are some unusual elements since 
H975-76 which have pushed up the savings 
estimates, such as the revised accoun- 
ting classification of the public sector 
savings which increased the estimates, 
the forced savings known as the com¬ 
pulsory deposits scheme, and the high 
foreign remittances during this period 
which pushed up savings and which are 
not a permanent long-term feature of 
our economy. Here again these unusual 
factors must be taken into account, and 
that may reduce the savings ratio by 1 
ipr 2 points. But even so, that there has 
T>een a real break-through in savings is 
generally accepted. Before dealing with 
question why high savings rates have 
not led to high economic and industrial 
growth, there is one more feature to be 
noted. 

Household Savings 

And that is fourth, the main reason 
for the high savings rate has been a 
rather steep increase in the savings of 
hhe household sector. The total savings 
of the country is composed of (a) savings 
of the public sector which has ranged in 
this period of the past five years from 3.7 
to 4.6 per cent of NNP, (b) savings of 
the private corporate sector which has 
ranged from 0.4 to 1.2 per cent of NNP, 
and (c) savings of the household sector 
which has shot up from 9 per cent of NNP 
in 1970-71 to 15.3 per cent of NNP in 
1978-79. It will be recalled that I called 
attention in last year’s review to the then 
Planning Commission taking into account 

its resource estimate of this spectacular 
increase in household savings, and attri¬ 
buting the increase in the savings to 
‘irrigation structures, farm and fishery 
equipment, village industries equipment, 
transport equipment etc.’ The other ex¬ 
planations include those by the Reserve 
Bank which refers to "the sizeable pro¬ 
curement operations in the wake of in¬ 
creased agricultural output, family re¬ 
mittances by nationals working abroad 
and disruptions in the banking services’ 
to explain the more than doubling in 
household currency savings from Rs 
593 crores in 1977-78 to Rs 1,512 crores 


line in domestic currency holdings hi 
1979-80 as being due to the fall in pur¬ 
chasing power following the sharp decre¬ 
ase in agricultural production and the 
declining industrial profile for that year. 

Increased Inequalities 

Further, it is pointed out that during 
the last five years, inequalities in income 
distribution, have increased so that the 
rich have been able to save more, that 
inflationary financing has led households 
to save more, and that the terms of trade 
in favour of the non-farm sector have 
increased non-farm savings. (See the RBI 
evidence of the growing share of profits 
and NSS report of fall in the consump¬ 
tion level of the lower income groups.) 
There is thus a mix of factors operating 
to push up household savings. 

And now, finally, turning to the ques¬ 
tion as to why this increased savings and 
investments have not led to commensu¬ 
rate economic or industrial growth and 
whether the VI Plan framework’s assum¬ 
ption is realisable, of Gross Domestic 
Savings going up from 22.8 per cent 
in 1979-80 (this is an error, the year 
is 1977-78) to 25 per cent in 1984-85 
(which is a lower growth rate than that 
in the Draft Plan 1978-83) and the gross 
investment from 22.9 per cent to 25.5 
per cent. The reasons why the high savings 
and investment rates have not led to 
growth are many. First, the inflow of 
foreign remittances during these years 
was not used to step up public or private 
sector investment. The International 
Monetary Fund in a study calls atten¬ 
tion to India having failed to mobilise 
these savings which came in at the rate 
of $15,000 per Indian immigrant (which 
was 10 times the country’s per capita 
GNP) and which was instead invested in 
land, jewellery, buildings and liquidation 
of debts. 

Second some of the increased 
savings and investment went in inventory 
accumulation—not only by the private 
sector but also by the public sector, in 
coal, jute, cotton, as well as by the house¬ 
hold sector in increasing its share of 
physical investment. Third the high 


'price of {investment 

dex numbers show rose by two per ceitf 
but which firms report at a much hjghe# 
rate and is confirmed by the fact tiutt 
while the GNP deflator for these year^ 
rose by 6.4 per cent, the investment defied 
tor rose by 9.8 per cent. Fourth, this also 
accounts for the high Incremental Capital 
Output Ratio (ICOR) which in our coun¬ 
try stands at an average of 6.2 while in; 
other countries it is around 2-2.5. Vijay 
Kelkar works out the deterioration of 
our ICOR over three decades by sector 
as under : 



1950-51 

to 

1955-56 

1974-75 

to 

1976-77 

Agriculture 

1.91 

12.31 

Primary 

1.95 

8.60 

Secondary 

4.17 

6.70 

Manufacturing 

3.91 

9.28 

Registered 

5.50 

11.94 

Unregistered 

5.25 

5.24 

Electrical, gas etc 

17.86 

13.74 

Tertiary 

6.75 

A 

5.19 

AH sectors 

3.62 

6.21 


ICOR is however not an independent 
factor but is a reflection of out ineffici¬ 
ency and wastage in capital use, dis¬ 
proportionately in our production struc¬ 
ture and our import of inappropriate 
technologies and not adapting them to 
our use. Finally there is the narrowness 
of the domestic market which makes the 
profit levels of many of our firms low and 
does not attract investment. The moral 
is that we can and should move on two 
fronts to revive our economy and stimu¬ 
late industrial growth without overly 
large savings: first improve the efficiency 
of our capital use—in fuller capacity 
utilisation, shorter gestation periods, 
less costly and more adapted technology 
imports, and more effective management; 
second widen the market in every way 
possible, so that productive investment 
becomes also profitable investment. 
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India is ranked as the 15th nation accord¬ 
ing to the Industrialisation Indicators, 
World Development Report; but it ranks 
109th in terras of GNP per capita (2>$160 
per annum and thus qualifies in the bot¬ 
tom half of the Low Income Countries 
Group. Our average annual growth rate 
was 1.3 per cent (1960-77) against 3,6 per 
cent average achieved by Middle Income 
Countries Group. In 1978-79, the rate was 
negative. 

It* is already well recognised that there 
cannot be social justice without growth. 

The World Development Report, 1980 
has projected the levels of per capita GNP 
based on different rales of GNP growth 
as given in Tabic 1. 

Table I 

Developing Countries GNP Per Person 
(1980-2000) 

(F igures in dollars) 


Year Low Income Oil 

Importers 


1980 


168 


L 

177 

1985 

M 

183 


L 

188 

1990 

M 

206 


FG 

218 


l. 

215 

2000 

M 

261 


FG 

311 


L- Low M = Medium 

FG »Faster Growth 

l would submit that it is not only the 
income per capita which goes up as a 
direct result of economic growth, but the 
purchasing power of the income must also 
go up in real terms. 

For this, we need a strategy for, 

(a) Controlling the price levels, and 

LAsrntN economist 

. * ■. / -x «&*;;; 


(b) Ensuring the availability of resources 
for faster industrial growth. 

By control over price levels, the project 
cost would come down and the employ¬ 
ment/investment ratio and production/ 
investment ratio will considerably im¬ 
prove. Therefore, in this context, I would 
strongly submit that there is a need to 
curb high taxes as they directly lead to 
higher prices and higher project cost. 

High Tax Rates 

I am presenting a simple table (Table 
II, next page) which clearly establi¬ 
shes that high tax rates lead to a direct 
increase in turnover prices; a reduction 
in tax rates shall intcr^alia, reduce turn¬ 
over prices and curb inflation. 


tic® is far worse as will be clear from 
Table HI. 

For different companies' with different 
Table III 

Return on Investment and Effective 
Tax Rates 

(Rupees in lakhs) 


Capital 

50 

50 

50 

50 

Dividend (per 
cent) 

10 

10 

15 

15* 

Retained Pro¬ 
fits (per cent) 

5 

10 

10 

15 

Target-Profit 
after tax of 

15 

20 

25 

30 

(per cent) 
Quantum 

7.5 

10 

12.5 

15 


In Table If, I have assumed three levels 
of Return on Investment viz. 15 per 
cent, 25 per cent and 30 per cent. In 
fact, in today’s financial world a minimum 
return of 30 per cent is required so as to: 

(a) pay a dividend of 15 per cent; 

(b) use balance of 15 per cent for re¬ 
payment of loans, renovations, and in¬ 
creasing working capital requirements due 
to inflation. 

Thus, taxation at 69 2 per cent has led 
to an increase in sales price of Rs 22.4 
lakhs on a production cost of Rs 150 
lakhs—an increase of 1.5.2 per cent. 

Controlling price levels and inflation is 
the essential factor in economic manage¬ 
ment today. This one single effect of high 
tax rates justifies reduction in taxes im¬ 
mediately. 

Not only is the corporate tax rate high 
by itself, but the element of progression 
in tax punishes efficiency. 

While tax rates are low for inefficient 
companies, in the case of efficient compa¬ 
nies, they have a steep rise. Even for 
achieving a modest return of 30 per cent 
on investment a widely held company has 
to.payataxof 69.2 per cent In the 
lease of closely held companies, the situa- 


III Corresponding 
level of Profit 
before tax re¬ 
quired for 
widely held 

company 18.29 26 40 50 

IV Effective Rate 
for Tax 
—Public 

Company 


(per cent) 59 

62 

68 

69 

Closely held 




Mfg Company 




(per cent) 64 

66 

71 

73 


—Other clo¬ 
sely held 
companies 

(per cent) 70 70 74 75 

V With Addition 
Tax under Sec. 

104: 

—Trading 

Companies 


(per cent) 
—Investment 

81 

81 

83 

84 

Companies 

(percent) 

85 

85 

87 

88 

—Other 


, 



Companies 
(per cent) 

77 

78 

80 

81 
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tax rates, it Amfon, # 
comes essential to raise the prices of its 
. products, so as to achieve the same level 
¥ retained profits. 

Widely held companies are not even 
one tenth of the companies in operation 
and it is mainly the rates of closely held 
companies which are effective. 

How can anybody encourage full tax 
compliance by everybody with such con¬ 
fiscatory tax rates ? These taxes are 
counter-productive and need to be alte¬ 
red drastically. 

Further with such high tax rates com- 
k^tnies are not left with adequate investi- 
ble resources. In fact according to an 
UM study, investment in private sector 
waH at 8 per cent; just enough to match 
the inflationary increase in project costs. 
There has been no rise in real terms in 
the levels of investment. 

Inflation and high taxes rates are the 
twin culprits. There is an urgent need to 
remove this bottleneck to economic 
growth. If the corporate sector is left 


l i-"'- .-*y ■ ■ 

Table n 

Impact of Tax Rates on Turnover Prices 


(Rupees in lakhs) 


Performance required to achieve 
a level of profit after tax of 


15% 

Hypothetical Tax Rate of 45% 
25% 30% 30% 

Paid-up Capital (Rs) 


50 

50 

50 


Total Project Cost (Rs) 


150 

150 

150 

150 

Cost of Goods Produced at 15 per 
cent of Project Cost (Rs) 

(A) 

150 

150 

150 

150 

(Producing 100 units) 

Profit after tax required 

<B) 

7.5 

12.5 

15 

15 

Corresponding tax (including sur¬ 
tax) on profit, effective rate (per cent) 


59.12 

67,5 , 

69.2 

45 

Quantum (Rs) 

(C) 

11.05 

25.5 

34.6 

12.2 

Sales price of 100 units (A+B+C) 


158.55 

187 

199.6 

177.2 


with additional Rs 50 crores of investible 
resources, it can generate an additional 
investment of Rs 500 crores every year, 
which would become self-sustaining. 


Corporate tax rates need to be sharply 
brought down to 35 per cent for profits 
upto Rs 10 lakhs and 40 per cent for pro¬ 
fits above Rs 10 lakhs for all companies. 
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Planning for Investment and Growth 

Dr Arnar Nath Dutta 

The success of the sixth Plan is based essentially on the basic proposition that fire per cent growth will be a 
reality through effective resource utilisation in the operating segments of the economy. A lower capital-output ratio has 
been suggested as a mighty lever of growth and that investment should grow sufficient enough to attain remarkable heights 
within a time-frame of five years from now. Unfortunately , government policies are not always coterminus with these 
cherished goals and a basic understanding of the vital issues more often than not is found to be the missing link... 


Apparently Unrated, the two 
issues, however, have a meeting ground 
to make them fully workable in the 
long run. Unless a faster rate of indust¬ 
rial growth is achieved and profitability 
improves with increased turnover, 
industry cannot generate funds suffici¬ 
ent enough to undertake projects for 
capacity expansion and new invest¬ 
ment. It will thus be pertinent to 
study the problem both in relation to 
capacity growth and the climate for 
investment. 

Very recently, the Prime Minister 
has reportedly issued a directive to 
all the Ministries to improve capital- 
output ratios of the units with an idea 
presumably to make a fuller utilisation 
with a commensurate growth in output. 
Simplistic though the assumption is, 
j it implies that unless the bottlenecks 
J in the way of achieving a faster growth 
j are removed, any attempt at reducing 
the average ratios in the project-mix 
that forms the investment programme 
will be simply whistling in the dark. 

Existing measures in this regard 
obviously allow room for continuous 
reappraisals and on-going forward 
estimates which together could only 
clear the confusion ruling in this re¬ 
gard for several years past. Constraints 
are many and varied and while the 
official circles decry a decline of 
1.3 per cent in GNP last year with 
practically no remarkable improve- 

Or Dutta is Editor, The Management Accoun¬ 
tant, Calcutta. 


ment in industry and agriculture in 
sight, a ‘vicious’ inflation has gripped 
the economy with prices registering 
a dizzy rise of more than 20 per cent 
till lately. On present reckoning, growth 
in several key sectots like power, coal, 
steel, cement and fertilisers would be 
inadequate to meet the needs of a 
growing economy. 

Bottlenecks today are many and 
widespread. They not only stem from 
superficial policies and observations 
but also from an inadequate under¬ 
standing of the measures—both fiscal 
and monetary—taken at random on a 
ritualistic basis that serve neither here 
nor there. In the framework of Govern¬ 
ment policies, a regulatory bias is 
inherent whose underlying objective 
is to ‘promote’ industrial growth. The 
general opinion tends to be that the 
choice of regulatory tools depends 
both on the political perspective and 
the assessment of new benefits of .re¬ 
gulations at a point of time. The latter 
must, however, be weighed against its 
costs, including such direct or first- 
order costs as the compliance costs of 
the firm which include new equipment, 
design costs and certain administra¬ 
tive overheads together with consumer 
costs like higher prices and reduced 
operating efficiency or effectiveness. 
Unfortunately, in the Indian context, 
the practice is far different from the 
philosophy of price regulation and the 
shortcomings of prescribed policies per¬ 
taining to industry such as fragmenta¬ 


tion of capacity into sub-optimal 
levels, unremunerative investment in 
price controlled industries, mounting 
sickness mid galloping wastage of 
manpower and capital assets are even 
now openly admitted. 

It would be of some relevance to 
note that capacity utilisation in several 
key industries has declined in the first 
half of the current year by more than 
10 per cent and has cost the economy 
adversely in two ways. First, a 10 per 
cent increase in production would have 
raised the output by Rs 6,000 crores 
and second, this in itself would yield 
an extra revenue of R& 1,300 crores. 
Among the industries severely affec¬ 
ted are cement, electric motors, polyes¬ 
ter fibre, synthetic rubber, aluminium 
sheets and viscose tyre cord. Energy- 
intensive and continuous process in¬ 
dustries were badly Kit by power short¬ 
age and denuded of existing capacity 
use by 20 per cent compared to 10 per 
cent in 1978-79 and 16 per cent in 1979- 
80. Imbalance in infrastructure and raw 
materials availability coupled with 
uneasy industrial relations accounted 
in the main for such a debacle. 

The capital-output ratio of the coun¬ 
try is not the resultant but the weigh¬ 
ted average of the capital-output ratios 
of the projects in the economy- This 
depends iu the first instance, on the 
distribution of investment between pro¬ 
jects with varying operating ratios, 
the project-mix of the investment pro- 
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gramme and the ruling Govemmsp* 
.policies ait any point of time. While the 
^actual capital-output ratio for a parti¬ 
cular project depends on the cost of the 
project, the factors propelling a rise in 
the cost will prompt a consequent 
rise in the ratio including such other 
factors as the scale, location and capital 
intensity involved. But nothing in¬ 
fluences the ratio so much as the value 
of the output and, as indicated above, 
a low output resulting from imbalances 
in,^use^f installed machinery and 
equipment rajses the ratio substantially 
above the theoretical level. 

Sometime ago, the Reserve Bank 
Governor observed that the constraints 
bn improving productivity stem more 
from within and the causes for the poor 
performance of the economy could be 
best located in poor productivity and 
lack of financial prudence. A number of 
favourable factors exist in the economy 
in the form of a diversified production 
apparatus, growing technical and mana¬ 
gerial competence and an appreciably 
high rate of domestic savings. But the 
bogey of controls and regulations on 
multifarious aspects of economic acti¬ 
vity in the form of an overt technologi¬ 
cal freeze, indifference to economies of 
scale, price equalisations in utter dis¬ 
regard of comparative input advantages 
and the unwisdom in tackling industrial 
sickness in a functional corporate milieu 
have all tended to muffle the normal 
flow of scalar benefits in such a way 
as to bring the entire process to a 
grinding halt. 

AH this calls for an adjustment and 
a change of approach in both the 
policy making and functional levels on 
the part of all concerned involved in 
the process of economic growth. True, 
the Government has relaxed some 
of the existing provisions, most wel¬ 
come in themselves to help automatic 
growth of industrial capacities feasible 
in a more flexible way but this necessi¬ 
tates an integrated approach and should 
not be confined to compartments. 
The objective after all is to attain per¬ 
missible heights of capacity utilisation 
and reaping optimum scalar benefits 


tn foe'extent feasible in the minimum 
possible time. 

There are areas again where a fresh 
thinking cm project implementation and 
growth of capital is essentially needed 
because as foe economic survey re¬ 
peatedly emphasised, unless quicker 
additions to industrial capacity are 
resorted to in a number of vital, basic 
and key units on strategic considera¬ 
tions, critical shortages in output will 
plague the economy with a series of 
crises from which recovery will be an 
uphill task. 

And foe signs have already become 
apparent. Almost a decade ago, when 
the members of the OPEC lynched the 
global economy to a virtual strangle¬ 
hold by unilaterally jacking up oil 
prices, nothing characteristic of a 
comprehensive energy planning was 
resorted to and even today the various 
consuming sectors go hungry for ade¬ 
quate energy to be fed in. Again, con¬ 
sidering the growing constraint of real 
resources amidst a burgeoning price 
rise, a certain degree of selectivity as 
will ensure viability over short period 
is urgently needed for a number of 
assisted projects. What is more worrying 
the growing constraint of financial 
resources would usher in an increasing 
degree of competition between the 
Government, the institutional financ¬ 
ing agencies and various other user 
sectors of the economy of which in¬ 
dustry constitutes a significant por¬ 
tion. 

It is being claimed by official cir¬ 
cles that considering the increased 
number of approvals granted for the 
import of capital goods, foe increase 
in the number of foreign collabo¬ 
ration proposals and the progress 
made in disbursement by the financial 
institutions, the investment climate 
has recorded an improvement in recent 
years. A little reflection will, however, 
disclaim the fact if some of the data 
furnished under foe project finance 
scheme are effectively scanned. During 
1979-80, foe share of new, expansion 
and diversification projects at Rs 179.9 
crores (75 projects) was lower than in 


'the preceding' vm at Rs 23 
(98 projects). What is more, nearly tw£-<? 
fifths (Rs 121.8 crores) of foe totals; 
sanctions amounting to Rs 313 crores 
were earmarked to meet cost overruns 
of projects assisted earlier. AH this 
does not, however, justify the asser¬ 
tion that improvement in investment 
has really taken off. 

Industry has now turned to be a 
non-starter in this rather difficult set 
of circumstances when the Government 
particularly wants it to meet its pro¬ 
ject cost financing obligations from 
its own resources internally generated. 
For one thing, while escalation in 
capital cost has necessitated, more 
than ever before, effective steps for a 
fuller utilisation of capacity, the pattern 
of new investment should be varied and 
made responsive to changing circum¬ 
stances in an increasing degree. One 
idea is to leave financing of giant pro¬ 
jects involving large funds and long 
gestation period into the hands of 
agglomerates comprising both Govern¬ 
ment and industry including foreign 
concerns, on a merit basis. In the 
second place, the bulk of foe new 
investment could be made either by 
industry groups or inter-corporate con¬ 
tracts in such medium-sized ventures 
as chemicals, elcctrosteel, processing 
of agricultural materials and ancillaries 
of large units. Finally, all-round efforts 
should be made to promote moderni¬ 
sation, replacement and diversification 
in existing industries through granting 
soft loans which will optimise both 
profitability and productivity. After 
all, due to a steep rise in project costs 
and delays in implementation in an 
inflationary situation, industrial units 
involved in high capitalisation and large 
borrowings cannot generate financial 
resources sufficient enough to provide 
props to future growth and expansion 
of capacity. 

In a recent study on capital forma¬ 
tion, foe Economic and Scientific Rese¬ 
arch Foundation observed that over the 
years, foe rate of investment in foe 
private corporate sector has lost its 
original thrust. Specifically, during 
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1951-77, gross fixed capital formation, 
which averaged Rs 202 crores per year 
in the second Plan, Rs 348 crores in the 
third Plan, Rs 509 crores in the annu.il 
plans period, levelled off at Rs 612 
crores in the fourth Plan. Investment 
in nominal terms was around Rs 983 
crores per year in the first two years 
of the fifth Plan, while investment in 
fixed assets by public limited com¬ 
panies during 1976-77wasRs687 crores 
compared to Rs 817 crores during 
1975-76. The study indicates that in 
real terms, the value of investment 
w,ould be far less. 

Highlighting the loss of momen¬ 
tum by the corporate sector despite 
better linkages with the new issue and 
term loan markets forged over the 
years, the study observed that because 
of an uncertain economic climate, 
depreciation and retained income have 
been resorted to with a view to financ¬ 


ing the fixed capital investment in an 
aggregative sense but wherever new 
projects or substantial additions to 
fixed capital arc involved, the picture 
is completely different. Again, costs 
have so much increased that real in¬ 
vestment has actually tapered off. If 
fixed capital investment is deflated by 
the combined index of machinery prices, 
building materials costs and construc¬ 
tion workers' wages (base : 1961-62 = 
100), the 1974-76 investment in buil¬ 
dings, plant and machinery taken sepa¬ 
rately averages at no more than Rs 354 
crores against Rs 878 crores nominal 
investment in them. 

The question whether a dash would 
torpedo the bottlenecks cannot be 
answered in a huff. The investment 
problem is a multi-faceted one and 
intricate policy issues are involved. 
Political and social constraints are a 


bullying factor It now appears that 
administrative pricing which could 
give a forward t hrust to project develop¬ 
ment has been edged out in preference 
of political decisions and rigmoralcs 
of social ethics. Delays in administra¬ 
tive decisions which often result into 
a spillover of huge costs and associated 
overruns eat into the vitals of corporate 
planning and involve misdirection of 
resources through bad planning and 
locational dynamics. Project analysis 
in the real sense is designed to permit 
project-by-project decision making on 
the appropriate choices between com¬ 
peting uses of resources, with costs 
and benefits being defined and valued 
in principle as will increase their im¬ 
pact on the development objectives of 
the country. Will the architects in the 
Yojana Bhavan take due cognizance of 
this hoinetruth and make planning a 
viable document of economic growth? 
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THE INOUH SMELTING ft REFINING COMPANY LTD. 

(FERROUS FOUNDRY) 


1ST POKHARAN ROAD. PANCHPAKHADI 
THANA - 400 609 
( MAHARASHTRA ) 


leading Manufacturers of 

Malleable Iron Castings for Automotive and Elactrical 
Transmission and S.6. iron Axle Box Bearlngti 
Crankshafts etc. upto 1 Ton. 
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FINGER 


'Thui Prime Minister has lately been 
scolding the bureaucrats. She has 
discovered that most of them are mere 
file pushers, whethei by temperament or 
training, or out of sheer cussedness or 
|Worse “Worse” here means, of course, 
^‘graft'\ the truth being that there is 
even more profit in delaying policy or 
administrative decisions than in taking 
them in a certain way. One implication 
of the Prime Minister’s annoyance or im¬ 
patience with officialdom could be (hat 
the politician, faced with the charge of 
non-performance on the part of the 
Government is tr>mgto pass the buck to 
the uvii servant. A rather more uncharit¬ 
able irterpretation could be that Mrs 
Gandhi's public castigation of the ad- 
(tmmisOation on some recent occasions is 
simply her style of letting officials know 
that they had better be ‘committed’ or 
else. 

“7 he Queen wen m a Junous passion, 
and went stamping about, and shouting, 
*Off h oh Ins hecul } ’ or* Off with her hcadV 
aht>**t onto in a minute* 9 

Good old Lewis Carroll- -oi should wc 
call him, C harles 1 utwidge Dodgson ? 
- should have been living now. Posts 
and Telegraphs, however, has been 
luckier than the Railway Board. So far, 

any rate, only Mr Arun Banerjee, so 
lately Gan era 1 Manager, Delhi Tele¬ 
phones, has been given the order of the 
boot. After the blood bath in the Rail 
Bhavan, starring Mr Kamlapati Tri- 
pathi, this is moderation indeed. Not 
that, even if 1 have tears to shed, I will 
shed it for Mr Arun Banerjee and his 
tribe. As a subscriber-victim of Delhi 
Telephones, I am certainly not inclined 
to be charitable towards anyone in any 
way connected with this so-called service 
right up to Mr C.M. Stephen, the Minis¬ 
ter for Communications. 1 am, however 
pfcder no illusion that Mr Stephen will go 


the Tripathi way in the foieseeable future 
He still has his uses for Mrs Gandhi. 

Meanwhile, we should be thankful for 
small mercies hoping, however, that 
even if they are small, they may not be 
tweeny weeny tiny. In other words, is 
it certain that Mi A.S. Wakhle (General 
Manager, Telecommunication Circle, Bho¬ 
pal), who is taking over from Mr Arun 
Banerjee, will be an improvement on 
the latter The exasperated telephone 
subscriber in Delhi, who has had to bear 
more than what human patience is struc¬ 
tured to put up with, may perhaps say 
that anybody could be. 1 am not so 
sure for, Banerjces may go and Wakhles 
may come but there is a lot that is rotten 
in the kingdom of Denmark which is not 
likely to be got nd off in a hurry. 

Perhaps at this particular moment, 
1 should not be too hard on Delhi Tele¬ 
phones for my latest bill records that the 
number of calls were well within the 
( fiee’ limit. Pei tups, on second thoughts, 

I do not have to be forbearing, for dur¬ 
ing most of the quarterly period concern¬ 
ed my telephone was dead. The resur¬ 
rectionists, no doubt regularly made then 
visits or visitations at odd hours, but the 
corpse could be made to show only de¬ 
ceptive signs of a fresh lease of life and 
this too only for the time the telephone 
doctors were on the premises. 

iC J ixzie Boiden took an axe 

La And ga\c her mother forty whacky. 

When she saw u hat she had done 

She gave her father forty-one !” 

If any of you do not know Lizzie Bor¬ 
den, you have not missed much; but 
she may have. If any of you have not 
heard about Lizzie Borden, you sure have 
missed something. It would be difficult, 
no doubt, to see the President elect of 
the USA, one of the most popular and 


tmfe&le MwJIdbMk In ittMl Ajantaut" 
elections, in the role of Lizzie Borden, 
who was acquitted—by common consent, 
through her great good luck - of murder¬ 
ing her father and stepmother after all 
of America had gone agog over one of 
the most celebrated murder trials of the 
last century. Nevertheless, Mr Keagan 9 $ 
hands have certainly been itching for an 
axewhenevei ho thinks or talks of what 
he will do to the federal bmcaucracy 
once he gets the chance of having a $0 
at it. T he oppoitunity is now his and. ac¬ 
cording to the rccotd, the Department of 
Education and the Department of Lneigy 
are stated to be the prime contenders, to 
stait with, for the honour of the hatchet. 

|L/|r Reagan's philosophy of Govein- 
ment and administration has been 
summed up by him in an interview with 
Time as follows : 

“My basic rule is that I want people 
who don’t want a job in Government. I 
want people who arc already so success¬ 
ful that they would regard a Government 
job as a step down, not a step up. I 
don’t want empire builders; J want people 
who will be the first to tell me if their 
jobs are unnecessary. Out there in the 
private sector, there’s# an awful lot of 
brains and talent m people who haven’t 
learned all the things you can’t do.” 

Whether one shares with Mr Reagan 
his view of public administration or the 
bureaucracy, one may not safely dismiss 
his thinking as iriclevant or unhelpful. 
Take the Department of bncigy of the 
US Government which has earned Mr 
Reagan’s especial hostility. The Finan¬ 
ce/ Times (London), quotes with sadis¬ 
tic relish, as a “new slant on the plight 
of the jobless”, the following gem of a 
definition from that Department’s Nation¬ 
al Energy Plan If (1979); “Unemploy¬ 
ment, in short, is a disequilibrium pheno¬ 
menon, where workers are between one 
of two possible equilibria, namely work¬ 
ing or non-working”. After this, I for 
one will not blame Mr Reagan if he 
were to send for a legion of Lizzies for 
carrying out a general massacre in the 
Department of Energy, 

Government of the 
United States of 
America. 
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In the Nation 


ITME’80 

The las? week of November and the first 
week of December proved to be eventfuJ 
for those connected with the textile and 
textile machinery industries. For world 
leaders in textile and textile machinery, 
Bombay was the Mecca as it were. The 
reason was the celebration of four events 
one after another of tremendous signi¬ 
ficance especially to textile cngineeis and 
technologists. 

The uniqueness of the events lay not 
only in the fact that they were the first 
of their kind to be held in India on such 
a scale but that they were jointly pro¬ 
moted by live different industries’ 
organisations of the country, namely, 
Textile Machinery Manufacturers’ Asso¬ 
ciation (India), Association of Merchants 
and Manufacturers of Textile Stores 
and Machinery (India), Indian Cotton 
Mills’ Federation, Textile Association 
(India), and Indian Standards Institution, 
all coming together under a single 
umbrella known as the INDIA-ITME 
Society. 

World Organisation 

The idea of holding in India the Inter¬ 
national Standards Organisation Confer¬ 
ence on Textile Standards was mooted 
over three years ago. These conferences 
were being held only in the developed 
countries of Europe all along. After 
some initial reluctance, the largely Euro¬ 
pean membership of the concerned ISO 
Committees welcomed the proposal. After 
a good deal of negotiations between the 
1S1 and the ISO, it was finally agreed that 
the ISO’s sub-committee meetings on 
textile machinery should be held in 
Bombay in November. 

Taking advantage of this event, initia¬ 
tive was taken by the INDIA-ITME So¬ 
ciety to hold an international textile en¬ 
gineering symposium and an internation¬ 
al textile machinery exhibition to project 
India’s image as a major producer of 
textile machinery particularly suited to 


: A Spectacular Event 


the needs of the Third World countries. 
With the exception of India and probably 
Brazil, most of the Third World countries 
have been obtaining their requirements 
of textile machinery from the developed 
countries and they have over a period of 
time gone in for the latest developments 
and latest machinery not always oriented 
towards their needs. The result was that 
investments in textile machinery have 
become highly capital intensive. It is 


T. T. Vijayaraghavan 
writes from Bombay 


obvious that the research and develop¬ 
ment in textile machinery should be direc¬ 
ted towards the needs of the Third World 
countries. They would be after all by 
far the largest market for the next 20 to 
30 years for manufacturing textiles be¬ 
cause of both population increase and 
improvement in standard of living. 

it is in this context that those events 
provided an ideal forum for interacting 
between the technical experts of the de¬ 
veloped countries and Third World coun¬ 
tries, on the one hand, and those connect¬ 
ed with the various textile industries and 
textile machinery industry, on the other. 
In particular the international symposium 
helped to a large extent in providing better 
perspetive to the textile machinery manu¬ 
facturers. Attention was focussed more 
on the Third World. It is significant that 
India with a huge textile industry which 
is very old and at the same time having a 
very strong engineering base with its own 
textile machinery industry has been able 
to evolve a textile technology that is very 
specific to the needs of developing coun- 
triss. 

The International Textile Engineering 
Symposium and IND1A-JTME’80 exhibi¬ 
tion helped to project the latest develop¬ 
ments in textile machinery as relevant to 


the needs of the Third World countries and 
also served to make both the developed 
and developing countries realise the need 
for greater and more effective industrial 
cooperation in textile machinery manu¬ 
facturing and transfer of know-how in 
textile engineering. The symposium and 
the exhibition provided a convenient and 
effective meeting ground for technics 
experts, managers and entrepreneurs from 
both the Third World and the developed 
countries. The exhibition served to por¬ 
tray the massive strides that India has 
made in the textile machinery manufac¬ 
ture. More than 100 Indian manufac¬ 
turers, big and small participated in it. 
There were 17 foreign participants. 

Export Performance 

Mr V.C. Shukla, Union Minister for 
Civil Supplies, who inaugurated the" 
symposium attended by nearly 20F0 dele¬ 
gates and 150 experts from nearly 30 
countries at the prestigious Shanmukha- 
nanda Hall, pointed out how the textile 
machinery industry in India had now 
reached a stage where apart from cater¬ 
ing for the domestic needs was also in a 
position to expoit textile machinery to 
overseas countries. The country had ex¬ 
ecuted turnkey and semi-turnkey textile 
mill projects in different countries in¬ 
cluding Ethiopia, Libya. Sudan. Tanzania 
and Korea. A number of joint projects 
were also in the oiling for setting up of 
textile mills in South Korea, Indonesia, 
Thailand and the Philippines. India had 
also made considerable progress towards 
development and promotion of standardi¬ 
sation activity in the field of textiles. 

Referring to transfer of technology, Mr 
Shukla said that it could not be just effect¬ 
ed by agreement at Government level. It 
could be transmitted more effectively 
through technical conferences. He ex¬ 
pressed the hope that in the important 
fields of textiles and textile machinery, 
the developed countries would become 
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iii transferring their tech* 
oology to the developing countries in 
their own long-term interest. At the 
Harae time he stressed the need of the 
developing countries for building col¬ 
lective self-reliance, particularly in the 
matter of exchanging their experiences 
and information relating to adapation of 
the imported technologies to suit their 
specific needs. Here he was confident 
that Indian industry would be willing to 
share its experience and expertise with 
other developing countries for the growth 
of their national infrastructure in textiles. 

MrSuresh Mehta, Chairman of 1NDIA- 
|1TME Steering Committee and the mov¬ 
ing spirit behind the whole show, pointed 
out how India was now manufacturing 
the complete range of textile machinery 
and accessories not only for the cotton 
textile industry but also for synthetic 
and man-made fibre industry and some 
major items for woollen and jute textile 
industries. While they should aim at self- 
sufficiency, they should also take advan¬ 
tage that could be derived by the un¬ 
restricted flow of technology. India was 
in the unique position of functioning 
.as a confluence of textile engineering and 
textile technology. 

Phenomenal Improvement 

Mr K, Rajagopal, President of the 
Indian Cotton Mills’ Federation, drew 
attention to the fact that the growth rate 
of the textile machinery industry between 
1958 and 1979 accounting for the pheno¬ 
menal improvement in the value of pro¬ 
duction from Rs 8 crores to Rs 150 
crores, was at once a pointer to the sea- 
change that had been brought about in 
the machinery industry and the strident 
advance that the mill industry had been 
able to make in the sphere of modernisa¬ 
tion and expansion. Besides meeting the 
domestic needs, the machinery industry 
has also been able to show remarkable 
progress in the direction of exports. Thus, 
export of complete machinery, compon¬ 
ents and spare parts from India moved 
up at a fantastic pace from just Rs 26 
lakhs in 1966 to Rs 23 crores in 1975-76. 
He also stressed that in as much as 
modernisation had a direct bearing on 
improving the productivity of the indus¬ 
try, all faciiitities should be accorded to 
bring this about. 


Sixtwi technical sessions wwe held 
after the inaugural session covering diffe¬ 
rent facets of the industry, including 
energy conservation and ecology, in 
which many experts participated with great 
enthusiasm. The utility of the labours of 
these sessions will be known when a vol¬ 
ume containing the discussions is brought 
out shortly. 

Need for Cooperation 

Speaking at the valedictory function 
of the three-day symposium, Mr Saran 
Singh, Secretary (Textile) in the Union 
Ministry of Commerce, pointed out that 
the symposium would go a long 
way to make both the developed 
and the developing conntries realise 
the need for greater and more effec¬ 
tive industrial cooperation in textile 
manufacturing and transfer of know-how 
in textile engineering. Mr Saran Singh, 
however, was intrigued by the fact that 
many industrially developed countries, as 
well as multinational corporations, were 
willing to exhibit, but not so willing to 
invest. Sometimes when they were willing 
to invest, they were not interested in 
sharing the technology. When they are 
willing to share technology, they de¬ 
manded their “pound of flesh” oblivious 
of the grievous damage this could do. 

The International Textile Machinery 
Exhibition held in the vast Bandra recla¬ 
mation grounds was the first ever exhibi¬ 
tion of its kind held in Bombay, the urbs 
prima of the textile industry of India and 
probably one of the largest textile indus¬ 
try centres in the world with over 3\ 
million installed spindles. The Vice- 
President, Mr M. Hidayatullah, who in¬ 
augurated the Exhibition, presented 
scrolls of honour to five pioneers of 
Indian textile machinery manufacturing 
industry, namely the late Krishnaraj 
M.D. Thackcrscy, the late Kailash C. 
Mahindra, the late Manherlal D. Mehta, 
Mr G.K. Devarajulu and Mr K.K. Birla. 

Mr Suresh Mehta, speaking on the oc¬ 
casion, pointed out that Bombay, one of 
the biggest industrial centres in the world, 
did not have any permanent exhibition 
site and suggested that while the project 
for a permanent exhibition complex 
should be taken up without delay, the 
existing structures constructed at a cost 


of almost on# crbte nipeei should be 
Used temporarily for the next two to three 
years. This deserves serious attention 
since demolition of halls constructed at ; ; 
great cost would be a national waste. 

The fourth event following the exhibi-. 
tion was the seminar on the ‘‘Role of i 
Consultancy Organisations and Financial 
Institutions in Project Formulations.’ 11 
Thus, ended an eventful period for those 
associated with textile and textile ma¬ 
chinery manufacture. To the general pub¬ 
lic also, it served as an eye opener Oil 
the vast strides taken by this premier 
industry. 


Power Situation in 
the South 


With clockuki- precision, the two 
southern States of Karnataka and Tamil- 
nadu have announced curbs on power 
supply to industrial consumers from 
December 1. These two States had 
lifted such curbs after the south-west 
monsoon set in during June, 

Over a period, a godd deal of refine¬ 
ment has been affected in the nature of 
power curbs and their quantum. There 
has been the plea from industries sub¬ 
jected to steep cuts, especially in the 
summer months, for a modest cut spread 
over a longer duration. The two State 
Governments have heeded to this. 
Tamilnadu has imposed a 30 per cent 
power cut on HT consumers both on 
total energy and demand l ow tension 
industries of connected loads of 75 HP 
and above will also be subjected to a 
30 p?r cent cut of energy. For rural 
areas, supply will be staggered—six hours 
during the day and eight hours during the 
night. Exemptions have been given for 
certain essential services, newspapers and 
magazines. 

In Karnataka, the power cut ranges 
from 10 per cent to 33.33 per cent on 
the various classes of HT consumers. 
The cut will be in proportion to the size 
of consumption. For consumers with 
contract demand between 251 KVA and 
500 KVA, the cut will be 10 per cent. 
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\ Tmh increased issfage iadPw -MtUr-~ \ 
/fiMten cut of33.33 percent wit!be *p- 
fflied for consumers with a contract 
demand of over 1,000 KVA. The State 
• has exempted defence, cement, fertilizer 
and sugar industries apart from hospital, 
water supply schemes and other essential 
services. 


lifted only in August this year. But tlie 
current year is full of promise and the 
State may even spare some of its surplus 
power to the power-hungry Tamiloadu. 
The second 210 MW unit of the Vijaya¬ 
wada thermal station is expected to give 
firm power for the summer months; the 


m ttons whice together generate some 
600 million units. Thus, total generation 
during the year is estimated around 6,400"* 
million units. Against this demand is 
placed around 9,000 million units, indus¬ 
tries accounting for roughly half the total 
consumption. The power cut on ihdus- 


For the southern region as a whole, the 
position this year appears to be far better 
compared to the last year. Kerala conti¬ 
nues to be in a comfortable surplus in 
regard to its power needs. Jn fact, it 


second 110 MW unit of the Nagarjuna- 
sagar pumped storage scheme, which can 
comfortably make use of the storage in 
Nagarjunasagar, is expected to be com¬ 
missioned shortly. Two more such 


tries and borrowings from Kerala are 
expected to meet the gap between de¬ 
mand and availability. 

Kalinadi Project 


earns handsome amounts on sale of 
power to Karnataka and Tamilnadu. 
Tamiln&du hopes that it will be able to 
get around 700 million units from Kerala 
this year. An equally large quantum is 
expected to be sold to Karnataka also. 
But Kerala has not been adding to its 
installed capacity for quite some time 
now. The Silent Valley Project over 
which the State Government pinned 
great hopes for adding sizable capacity 

S. Viswanathan writes 
from Madras 

got stuck with opposition from environ¬ 
mentalists. The clearance for the im¬ 
portation of generating equipment from 
Canada, as was done for phase 1 of the 
Idukki Project, was obtained only re¬ 
cently. The first phase took an inordi¬ 
nately long time for construction due to 
very many labour problems. With the 
high rate of increase in consumption there 
is need to augment capacity of Kerala 
pretty fast. Kerala is ideally placed in 
regard to the development of hydel po¬ 
tential, Several rivers originating on the 
western ghats reach Arabian Sea over a 
short course and these could be harnes¬ 
sed to great advantage. Only the Edama- 
laiyar hydel scheme is in progress and 
may be commissioned in the next three 
or four years. The comfortable surplus 
enjoyed by the State in the last four years 
has perhaps depressed its claims for fur¬ 
ther vast expansion to capacity. 

Andhra Pradesh has been making subs¬ 
tantial additions to its capacity in the 
last five years. Several hydel and ther¬ 
mal stations are under planning and 
execution. The State suffered a long 


units at Nagarjunasagar and the first two 
units of the Srisailam Project arc expect¬ 
ed to be commissioned next year. In 
the current year, total generation of the 
power stations in Andhra Pradesh is esti¬ 
mated to be in the region of 7,500 million 
units. 

Karnataka Giants 

In Karnataka, the first two units, each 
of 135 MW, of the giant Kalinadi Hydro- 
Electric Project (total capacity 910 MW) 
were formally dedicated to the nation on 
November 14, But the flows of Kalinadi 
could not be used to their full potential 
as the main dam across the river at Supa 
to store water for the full year will be 
ready only by 1984. Till then the power 
house at the foot of the hills will have 
to use the run of the river flows as also 
the storage at two smaller dams which 
can store water to generate approxima¬ 
tely 300 million units in a year. This 
factor, combined with the generation 
possible from the run of the river, is 
expected to give some 800 million units 
in the current year. Happily for the 
State, the monsoon ia the catchment 
areas of the giant Sharavati project 
(total capacity 891 MW) has provided 
copious supplies; in fact, for the first 
time in recent years water spilled over 
the dam for nearly a week. Sharavati 
and its connected systems are expected 
to generate some 5,000 million units 
during the year. These two giant sys¬ 
tems are managed by the Karnataka 
Power Corporation Ltd. The State is 
the first to bifurcate generation and 
distribution functions and Karnataka 
Power Corporation has completed its 
ten years of existence. It has a work¬ 
force of some 6,500, including some 
1,500 engineers. The Karnataka Electri- 


The State is pinning its hopes on the 
Kalinadi project. Construction of a dam 
across Kalinadi at Supa had been detayef^ 
due to foundation problems. On present 
sights, the dam is expected to be com- . 
pleted by 1984. The second stage of 
Kalinadi scheme, designed to give 278 
MW of additional capacity, and the 
Gangavali Hydro-electric Project Stage I, 
with an installed capacity of 210 MW, 
are opposed by local population on 
fears of submersion of large areas. The 
Karnataka Government had ordered 
stoppage of civil construction work on 
these last year. Karnataka’s first ther¬ 
mal power plant is being constructed at ^ 
Raichur. The station will have 2x210 
MW units. This station is expected to 
give a good deal of stability to the grid 
which has so far remained entirely hydel. 
But there are serious doubts on uninter¬ 
rupted supply of coal to this station. 
Raichur will be linked with the Singareni 
collieries. Raising production at Singa¬ 
reni to meet the expanding needs of the 
southern region as also the capacity of 
the railways to move the huge volume of 
coal that will be needed by Raichur arc 
both in doubt. Thus, the outlook for ^ 
power for Karnataka at least in the next 
four years is not too losy. 


The State has rich hydel potential esti¬ 
mated at over 6,000 MW of which not 
even half has been exploited. There is 
need to step up work on hydel stations* 
The bottleneck here is finance. The need 
based programme worked out by Karna¬ 
taka places total requirements for the 
Sixth Plan, at Rs 570 crores. This is the 
minimum amount that can ensure a 
period of power adequacy at least after 
1985-86, but present indication from New 
Delhi point to an allotment, of not tnot«V 
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meets Tfctt vtt«fcN% 
means the denis! of advance action on new 

C jects which alone can ensure additio- 
capacity during the Seventh Plan. 

The problems of Tamilnadu are of 
different kind. The State has almost fully 
exploited the bydel potential and it has 
no reserves of coal. Of course, the vast 
deposits of lignite already support a 600 
MW thermal power station. The second 
mine cut at Neyveli, work on which is in 
progress will support another large power 
station which will initially have a capacity 
of 630 MW. Neyveli is a Central sector 
project and additional generation will be 
%stributed among the southern States. 
The addition of excavatois and other 
mining machinery at Neyveli made during 
1978-79 has helped improve mining of 
lignite and power production is scaling 
new heights this year. 

Yet the consumption of power in the 
State has consistently been ahead of avail¬ 
ability from within the State. During the 
current year, total availability is placed 
at around 11,000 million units. Against 
this, demand is estimated at around 12,000 
Million units. The recently announced 
power cut and borrowings from Kerala 
are expected to take care of the shortfall. 



Sixth Plan Schemas 

The Sixth Plan schemes proposed in the 
State sector envisages a capacity of 2,911 
MW at a cost of Rs 1,318 crores. Of 
this, 1,160 MW are expected to be com¬ 
missioned within the Plan period. The 
State's Minister for Electricity, Mr S. 
Ramachandran, is bitter about the raw 
deal meted out to the State which has 
|fc*n under severe power cuts continuo¬ 
usly from 1973 except for one year (1978- 
79). The growth rate, based on consump¬ 
tion in these years of sizable cuts, has 
been projected at 5.8 per cent for Sixth 
Plan. “It is like working out the mini¬ 
mum need for a human being on starva¬ 
tion levels. How erroneous this approach 
is can be seen from the fact that the year 
1978-79 without power cut witnessed a 
growth rate of 17.2 per cent... .it looks 
as if we are planning for shortages", 
says Mr Ramachandran. 

j^Tamiloadu also wants power planning 
Jp be done on the basis of self-sufficiency 


it 1 dm State bvd. The imago of shorta¬ 
ges will have the effect of pushing indus¬ 
tries away from the State, leading to 
lopeaided growth of industries in those 
States which are surplus in power. 

The Centre does not seem to agree. 
The stress on the Sixth Plan will be on 
setting up large pit-head thermal power 
stations in the Central sector. With the 
massive plans of National Thermal Power 
Corporation to construct and operate 
400 KV and 220 KV transmission lines 
all over the country, the thinking seems 
to be to prefer to transmit power rather 
than depend on the railways for massive 
movement of coal. 


Steel Output Up 


Thanks io consistently improved power 
supply, the rolling mills at the steel plants 
are running properly again. In conse¬ 
quence, the stocks of cold ingots at the 
public sector steel works, which had reach¬ 
ed an alarmingly high level of 737,000 
tonnes by the end of July 1980, have 
come down to 586,000 tonnes at the end 
of November. Efforts are being made to 
reduce these stocks further by exporting 
100,000 tonnes to the Soviet Union. 
While the need to reduce inventories can¬ 
not be ignored, it must be pointed out 
that the best way of doing this is by con¬ 
verting ingots into finished steel. Since 
this requires adequate power supplies, it is 
to be hoped that the trend set during 
October and November will be maintained. 
In this context it is useful to note that 
DVC, which is currently diverting power 
to the steel plants may not be able to do 
so after the power requirements of other 
sectors become more pressing. 

Another encouraging feature is the im¬ 
provement in the stocks of coking coal 
with the steel plants. In September, they 
had reached the critically low level of 
50,000 tonnes, but have now increased to 
150,000 tonnes, even through the mini¬ 
mum safety level of 350,000 tonnes is still 
a far cry. Much of the improvement in 
coking coal supplies has resulted from 
imports. Since the foreign exchange situa¬ 
tion is becoming tight, there is urgent 


need for improving supplies from the 

domestic sources. 

Meanwhile, the upward trend in sale¬ 
able steel production which started in 
October has been maintained in November. 
Aggregate output of saleable steel from 
the five integrated plants m the public 
sector, which rose from 31*1,200 tonnes 
in September, 1980, and 400,500 tonnes 
in October last year to 405,800 tonnes 
in October, increased still further to 
420,000 tonnes in November. Bhilai 
duced 152,000 tonnes, Rourkcla 103,000 
tonnes, Bokaro 72,000 tonnes and Duiga- 
pur 50,000 tonnes. 11SCO maintained 
the level obtained in October. 

The impioved production during the 
last two months has narrowed the short¬ 
fall of 210,000 tonnes of saleable steel m 
the first six months of the current finan¬ 
cial year as compared to the correspond¬ 
ing period of last year to 147,000 tonnes 
after first eight months. 

Despite this improvement, however, it 
is unlikely that the production of sale¬ 
able steel at these five plants will exceed 
the last year’s output any significantly, 
not to speak of going up to the targetted 
level of 5.77 million tonnes, it is, of 
course, essential to ensure that the plants 
get enough power (through increased 
generation, not diversion fiom other uses) 
and suitable coking coal. 


P & T Services: 
Break-down in Bengal 


Tm Central budget for 1980-81 en¬ 
hanced the postal and telegiaph chatges 
so as to yield an additional revenue of 
Rs 57.96 crores pci annum, the estimate 
tor the current year being Rs 48,30 crores. 
The Finance Minister, Mr R. Vcnkatara- 
man, justified this decision on the ground 
that the unit costs of a number of postal 
services exceeded the revenues they fet- 
ched,and that modernisation of telecom¬ 
munication service involved large capital 
investment. He therefore, announced 
that the inland letter and the letter would 
cost five paise more while the ordinary 
telegram of eight words would cost 
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, Rs 125 compared to Rs 2 and each 
additional word would cost 30 paise 
against the then existingrate of 25 paisc. 
Few would grudge the payment of these 
higher rates if, at the same time, the 

. Government had taken steps to tone up 
the efficiency of the department of posts 
and telegraphs. But, instead of improve¬ 
ment, we find sharp deterioration. In¬ 
stead of modernisation, obsolete methods 
of communication aic being revived. In 
West Bengal, particularly in the last 
few months, thet e has been colossal chaos 
in the working of the department. 

A spokesman of the Coordination 
Committee of Central Government .Em¬ 
ployees’ Union revealed in Calcutta on 
November 25 that thousands of letters, 
parcels, insured articles and telegrams 
had accumulated at several postal and 
telegraph offices in West Bengal. He 
added that the number of fraud cases 
had been going up enormously, and that 
these services ij the state had reached 
“‘breaking point”. Me disclosed that about 
9,000 incoming and outgoing telegrams 
were being sent by post every day from 
the central telegraph oflice and that 2,000 
more telegrams were being sent through 
messengers from Calcutta. There was a 
backlog of about 2,000 bags of parcels 
every day in Calcutta and of 150,000 
first class mail items out of the 300,000 
which used to be delivered daily. Since 
October 30, most of the second class 
mail, consisting of book post articles, 
had not been despatched. 

Scandalous Situation 

it is, indeed, scandalous (hat such a 
situation has been allowed to develop 
in ft department whose efficient working 
is of great importance to the country's 
economic development. The resit ictions 
on the payment of overtime, inadequate 
stall, defective machinery, and saucily 
of instruments and spares are said to 
have brought about this crisis. But it did 
not happen all of a sudden. The Govern¬ 
ment surely must have been aware for 
a long time of these deficiencies but it 
did not take timely and effectivc steps 
to deal with the problem. 

The working of the department cannot 
show substantirl improvement unless 
the authorities are able to anticipate the 
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problems tad deal with them realistically 
and on a long-term basis. 

The economic development of the 
eastern region has been seriously affec¬ 
ted by the infrastructural deficiencies 
especially in icspcct of power and trans¬ 
port. The alarming deterioration in the 
efficiency of the Posts and Telegraphs 
Department will further worsen the 
situation. 

Coal Consumers’ 
Woes 

Addressing the annual meeting of the 
Coal Consumers' Association of India 
in Calcutta on November 26, the Chair- 
mats, Coal India, Mr R.S. Sharma ob¬ 
served that a rise in coal price at pit¬ 
heads had become inevitable in view of 
the increasing production costs. He said 
that since the prices of all other commodi¬ 
ties were rising, it would be unrealistic 
to expect the price of coal to remain 
stable. He did not reveal what suggestion 
he had made to the Government in this 
matter but he remarked that the increase 
would be “the bare minimum". 

Consumers would not mind paying a 
higher price if only they had confidence 
in the Government’s ability to make 
available adequate quantities of coal of 
the right quality. But the past experience 
clearly shows that, in spite of the steep 
increase in the price of coal from time 
to time, consumers have been put to 
acute hardship and much uncertainty 
about its availability. Consider what the 
President of the Coal Consumers’ Associa¬ 
tion, Mr Y.S. Kapadia, said in his speech: 

“Lower production, coupled with a 
tardy movement of coal by rail, has 
multiplied the coal procurement difficul¬ 
ties of the consumers, resulting in a steady 
shrinkage of coal supplies to them month 
after month for the past two years. Agai¬ 
nst the earlier average daily movement of 
about 10,0 00 wagons of coal, the average 
movement has declined to around 7,850 
wagons a day. During 1979-80 the poor 
supply of coal had hit ihe smaller sector 
hard. Power sector received over five 


million tonne* more whereas cement in¬ 
dustry received 50 per cent less. There 
have been shortages to the extent of 70 
per cent in the case of the textile and" 
rayon industries. The fate of other 
categories of consumers may well be im¬ 
agined”. 

Mr JCapad'a revealed that the cumula¬ 
tive loss of Coal India after nationalisa¬ 
tion upto March, 1980, had aggregated 
to Rs 992 crores including depreciation 
and interest. He pointed out that within 
a span of just one year, the cost of pro¬ 
duction of coal went up by Rs 5.23 per 
tonne. It was Rs 68.76 per tonne in 
1975-76 compared to Rs 116.72 per tonne* 
in the current year. He suggested that a 
hike in coal price was not the correct 
solution and that the problem should be 
tackled by improving the efficiency of 
mines, increasing production, and adop¬ 
tion o 1 appropriate cost and inventory 
control measures. The Government is, 
of course, fully aware of the need for 
this kind of approach but it has not been 
able to implement these proposals effecti¬ 
vely. Mr Sharma observed that unless 
the law and order situation is the coal< 
mining aeras was improved, the labour 
trouble at the pit-heads was tackled and 
the power supply increased, the coal 
industry in the eastern region would con- 
tiruc to face a critical prospect. But 
there is little evidence that the Govern¬ 
ment of India is going to deal with these 
issues with a sense of seriousness. 

The Union Finance Minister, Mr R. 
Venkatraman, who is also the Chair¬ 
man of the Cabinet Committee on In¬ 
frastructure, has claimed that as a result 
of the work of this Committee it has been" 
possible to improve the availability of 
coal especially to the power plants. Mem¬ 
bers of the Lok Sabha cheered him recen¬ 
tly when he proudly announced that not 
a single power plant had been closed due 
to want of coal. But it is the responsibility 
of this Committee to see that the supply 
of coal is augmented not merely to the 
power stations but also to the other 
consumers. If Mr Venkatraman goes 
through Mr Kapadia’s speech, he will 
find to what extent coal consumers have 
been put to difficulties due to the erratic 
supply of coal. ' 
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World petroleum supply and demand 
trends since autumn, 1978, have swiftly 
become more severe. OPEC countries 
have raised the price of oil several times, 
jMhe price of Arabian light oil rose from 
$12.7/bbl at the end of 1978 to the pos¬ 
ted price of $28/bbl as of May, 1980. The 
price has been several dollars higher than 
this in the case of certain OPEC countries 
and on the spot market. 

As a consequence of this, the Japanese 
import price (C1F) has increased by 2.3 
times from $14 at the end of 1978 to $32 
in May, 1980. In comparison to the first 
oil crisis, when in 1973 the oil price in¬ 
creased by four times within one year, 
.this has been termed the second oil crisis. 
* The first oil crisis had a great impact 
on the world economy and on the Japa¬ 
nese economy. The Japanese economy 
was confronted with three problems 
which required five years to overcome— 
namely, a major deficit in the balance of 
payments, a high rate of inflation, and a 
serious recession. 

Then, after those five >ears, when the 
Japanese economy succeeded in getting 
back on a growth path, it encountered 
the second oil crisis. Judging from that 
experience, after the first oil crisis, deficit 
►in the balance of payments, inflation, and 
deflation would have seemed to be un¬ 
avoidable. 

Economic indicators for 1979 show 
that the current balance deteriorated from 
a surplus of $11.9 billion the year before 
to a deficit of $13.9 billion, a drop of 
about $26 billion. Further, import prices 
showed a turn-around of major propor¬ 
tions, from a decline of 16 per cent in the 
previous fiscal year to an increase of 52 
per cent. Besides the increase in oil pri¬ 
ces, this is attributed to increases in the 
ices of primary commodities and to a 
op in the value of the yen. From the 


Response 

Second 

autumn of 1978 to spring of 1980, the 
yen rate fell by 40 per cent. In keeping 
with the increase in import prices, whole¬ 
sale prices reversed their trend, from a 
2.3 per cent decline in the previous fiscal 
year to a 12.9 percent rise. At their peak, 
in April, 1980, they were up 24 per cent 
over the same month a year earlier. 

Differing from the first oil crisis, how¬ 
ever, this time, in the spring of 1980, a 
year after the second round of abrupt oil 
price increases, consumer prices were only 
7-8 per cent higher than a year earlier. 
Further, economic activities showed an 
expansion of six per cent due to firm pri¬ 
vate investment in plant and equipment, 
firm consumer spending and favourable 
conditions in other areas contributing to 
domestic private demand. 

Thus, there has been a considereble 
difference between the extent of the infla¬ 
tion aud deflation following the two oil 
crises. That is, even though there was a 
transfer of income overseas due to the 
increase in the price of oil, this time the 
economic conditions and the reaction of 
the economy caused different results in 
this respect. 

Import Cost Inflation 

The increase in oil prices increased the 
value of imports, and caused a deteriora¬ 
tion of the balance of payments. The 
process of rectifying this imbalance re¬ 
sulted in a transfer of income overseas. 
The increase in import prices increased 
domestic prices through the higher costs 
of imported materials. When the extent 
of that cost increase stops at being an in¬ 
crease only in costs, the result is confined 
to import cost inflation, and domestic 
inflation does not result. 

The extent of transfer of income can 
be defined as the extent of the increase 
in the volume of exports required to re- 


to 

Oil Crisis 

gain balance in the current account. If 
production volume is steady, expansion 
of exports will reduce the volume of 
domestic demand to a corresponding 
degree and the standard of Jiving of the 
people will decline by that much. Then, 
the required additional volume of exports 
will vary according to how much the in¬ 
crease in final product prices can offset 
the increment in oil prices. In general, 
there is an inverse relation between final 
product prices and transfer of income. 
Further, the rate of growth of final pro¬ 
duct prices moves in direct relation to the 
deflationary effect. 

Income Transfer 

Income transfer at the time of the first 
oil crisis is thought to have taken place 
from 1973 when there was balance in the 
current account, to 1980, when balance 
was restored after an interim of large- 
magnitude deficits. During that time, 
imports increased by Y82 trillion, but that 
increase was entirely due to price—not 
quantity—increases. In contrast to that, 
of the increase of Y8.2 trillion of exports 
made in Order to attain balance in the 
current account, quantitative increase was 
responsible for Y3.3 trillion (40 per cent) 
and price increases were responsible for 
Y4.9 trillion (60 per cent). This Y3.3 tril¬ 
lion represents income transfer and corres¬ 
ponds to 2.9 per cent of the 1973 GNP. 

With regard to the second oil crisis, it 
is thought that income transfer took 
place from fiscal 1978 to fiscal 1980 or 
1981. This is because a serious deficit 
in the current account was recorded up to 
fiscal 1980. In any event, the extent of 
the'transfer of income during the two 
years, up to fiscal 1980, cap be calculate;! 
by using the Government's initial outlook 
for the economy. 

During the two years, in contrast to 
DECEMBER 5, 1980 
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I'tfflMscd Y12.1 trillion, Quantitative in- 
jfitt ease io each case came to YJ.5 trillion 
' for imports and Y4.6 trillion for exports, 

, for a transfer of income to the extent of 
Y3.1 trillion. This corresponds to 1.5 per 
cent of the fiscal 1978 GNP. The com¬ 
ponents explainable by price increases 
are Y15 trillion for imports and Y7.5 tril¬ 
lion for exports. 

To attain a balance in trade, an addi¬ 
tional increase of Y 1.8 trillion of exports 
was needed and to cover all of this by 
increased exports, transfer of income to 
the extent of Y4.9 trillion, or the equi¬ 
valent of 2.3 per cent of the fiscal 1978 
<3NP, occurred. 

From the above, the transfer of income 
per year was the equivalent of I 5 per cent 
of the GNP at the time of the first oil 
crisis and about 0.8 per cent at the time 
of the second oil crisis, so that the impact 
on the lives and livelihoods of the people 
was half as great at the latter time. Also, 
at the time of the second oil crisis, the 
increase in exports corresponding to the 
transferred income was obtained less by 
reduction of domestic demand and more 
by productivity gains and domestic de¬ 
mand continued to increase, so the im¬ 
pact on the people of the nation was 
thereby lessened. 

Inflation Effect 

In regard to increases in prices, there 
is a great difference between what took 
place at the time of the first oil crisis and 
the time of the second one. If the peak 
month for price increases in the former 
case, September, 1974, is compared to 
March, 1980 (using comparisons to the 
same month of the preceding year for 
both) we find that, (1) import prices rose 
71 per cent in 1974 and 82 per cent in 
1980, (2) of wholesale prices, prices of raw 
materials rose 72 per cent in 1974 and 
74 per cent in 1980, (3) intermediate 
products rose in price 29 per cent in 1974 
and 27 per cent in 1980, so that these 
price increases were about equal in magni¬ 
tude, in contrast to these con lition% (4) 
the prices of finished products rose 22 per 
cent in 1974 but six per cent in 1980, and 
(5) consumer prices rose 24 per cent in 
15174, and eight per cent in 1980. 

Further, the GNP deflator rose 20 per 


Draught in Australia 

Severe drought in eastern and parts of western Australia will under* 
mine the Australian agricultural sector's performance in fiscal 1980/81 {ending 
Juue 30). In October , the Australian Bureau of Agricultural Economics 
forecast a wheat harvest of less than lOmillon metric tons—40%. below last 
fiscal year—and a 21% decline in overall crop production. Cattle and sheep 
farmers have also been hit hard. The volume of wool output in fiscal 1980/81 
1 is projected to be down 4% and beef and veal output , down 2 %, Higher prices 
wilt provide partial compensation to farmers for declines in production , and 
so far it appears that enough wheat will be available to meet Australia's 


export commitments. The drought will> 
and dampen Australia's hopes for 
agricultural exports. 

v.__-___ 

cent in 1974, but only 1,2 per cent in 1979. 
These facts show that inflation, at the 
time of the second oil crisis, was limited 
to import inflation and was not domes* ic 
inflation. 

Why then, despite increases in import 
prices equal to or greater than that which 
took place at the time of the first oil 
crisis, was there less impact on domestic 
prices at the time of the second crisis ? 

The first reason is that there was al¬ 
most no opportunistic, bandwagon type 
of price increases. At the time of the 
first crisis, price increases had a “domino- 
effect”, That is—[Higher raw material 
prices] lead to [Higher intermediate pro¬ 
duct prices] which lead to [Higher finish¬ 
ed product prices], and went on beyond 
that, to encourage increases in profits and 
wages greater than the increase in import 
prices. Thus, the increase in the prices 
of finished products amounted to much 
more than the increase that import prices 
would have caused. At this time, business 
purchasing and borrowing was increased 
in anticipation of rising prices, and con¬ 
sumers also hastened to buy before pri¬ 
ces went up, or went up more, this con¬ 
tributed to creating an environment faci¬ 
litating bandwagon price increases. 

As a result of that, in general, the com¬ 
panies which made a strong increase in 
profits experienced a large decline in pro¬ 
fits the following year, and in the house¬ 
hold sector living costs went up faster 
than did incomes. 

However, at the time'of the second oil 


however , retard real economic gorwth 

a continued major expansion in 

--■/ 

crisis, businesses* price increases were 
limited to the extent of their increases in 
costs and at the time of negotiation of 
annual pay increases, in the spring of 
1980, the increases which were agreed 
upon (6.9 per cent) were less than the 
increase in consumer prices, showing that 
businessmen and consumers acted with 
caution, as if avoiding a repetition of the 
bitter experience they had at the time of 4 
the first crisis. 

Financial policy was properly operated 
and the official discount rate was raised 
promptly to forestall price increases and 
quantiative restraints were effected so that 
through the means of financial policy in¬ 
flationary actions by businesses and con¬ 
sumers were restrained, in addition to 
preventing bandwagon price increases. 

The seoond reason was that there had 
been progress in improving the efficiency 
of the economy through such means as 
improvement of productivity and lowering 
the ratio of inputs per unit of product. ~ 
Reduction of inputs of labour, plant and 
equipment and raw materials per unit of 
product served to absorb the increase in 
raw materials cost. The causesof improve¬ 
ment of productivity and efficiency of use 
of inputs were as follows. 

First of all, the level of utilisation of 
capacity in manufacturing at the’time that 
import prices began to rise was 95 per cent 
at the time of the first crisis, but it was 86 
per cent at the time of the second crisis, 
and thus had room for improvement 

Second, following the first oil crisis in-\ 
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vestment in rationalisation such as thro* 
ugh reducing manpower and energy re* 

S uiremcnts had increased, and had contri* 
uted to lowering of costs. This may be 
seen from the fact that whereas capital 
stock increased 4-5 per cent in fiscal 1979 
production capacity increased 1-2 per 
cent. 

The foregoing demonstrates that the 
Japanese economic structure itself became 
capable of withstanding the impact of 
increases in the price of crude oil. 

It was because of these reasons that 
the increase in domestic prices following 
the second oil crisis was mild in compari¬ 
son to the rapid increase in import prices. 

Source : LTCB Research , Tokyo 


Why a New Oil 
Shortage is Inevitable 


Since the outbreak of the war betw een 
Iraq and Iran, the Governments of the 
oil-consuming countries have minimi¬ 
sed the gravity of the situation in an at¬ 
tempt to prevent a runaway oil market. 
Official statements have been glowingly 
optimistic. Invariably, they cite record 
crude oil inventories as the reason. 

But as the war continues, it is becom¬ 
ing clear that such a strategy will no 
longer work. Indeed, continued efforts to 
downplay the situation could in the end 
make a price explosion more severe. A 
failure to institute measures to reduce 
oil consumption now—even moderate¬ 
ly—simply means that the industrialised 
countries will be forced to attempt dras¬ 
tic cutbacks later. That could set off the 
familiar pattern of artificially high de¬ 
mand, shortages, and price leapfrogging. 

Even the value of the high inventories 
has been overstated. The precarious 
situation in the Mideast—the concern by 
Arab nations that the US is tilting to¬ 
ward Iran to free the hostages is but 
one example—means that companies and 
Governments want to keep as much oil 
on hand as possible, even adding more 
whenever they can. That, of course, 
(intensifies the market pressure. At the 
same time, the production increases by 
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other Persian Gulf producers to help fill 
the gap are less than originally hoped. 
Instead of an extra 1.5 million bbl. a day, 
there will be slightly more than 1 million 
bbl.—500,000 each from Saudi Arabia 
and Kuwait, 20,000 from Qatar, and 
50,000 from Abu Dhabi. 

Razor-Edge Balance 

However the arithmetic is done, it 
points to a bad supply-demand situa¬ 
tion—at best a precarious razor-edge 
balance, at worst a supply shortfall of 
about one million bbl. a day. The war has 
removed some 3.5 million bbl. a day of 
supply froih the market. The extra one 
million bbl. a day of production from the 
Gulf will cut that to a 2.5 million-bbl. 
shortfall, which the optimists say was 
precisely the ovcrsupply on the market 
before the war. So, this view goes, the 
market is in balance. But other, equally 
knowledgeable sources insist that the 
situation is nowhere near that good and 
that there is currently a considerable 
supply shortfall. 

The only question now is how long 
the nerves of jittery oil buyers—descri¬ 
bed by one source as “very, very jittery’*— 
will hold. 

In London, Yamani was expected to 
work out the final decision on the dispo¬ 
sition of the extra 500,000 bbl. a day that 
would put their daily output at 10 mil¬ 
lion bbl, and they could go higher “if 
market conditions” warrant. The extra 
oil reportedly wilt cost consumers S2 
more a bbl. than the $30 the Saudis now 
charge, and none of it will go to oil com¬ 
panies* 

The Arabian American Oil Co. 
partners, who have been lifting the extra 
500,000 bbl. a day since October, had 
hoped they would be able to keep it. 
Instead, the oil will go directly to coun¬ 
tries affected by the cutoff, such as France, 
Brazil or Italy. And the Aramco part¬ 
ners are worried that any further increase 
in Saudi shipments to distressed coun¬ 
tries will come out of their own supplies. 

Yamani apparently also carried the 
message that there will be no help for 
oil companies whose supplies have been 
reduced as a result of the war—princi¬ 
pally Royal Dutch/Shell. “That means 
that lots of companies that are thinking 


the Saudis are going to give them extra 
oil will be very disappointed/* says a 
European executive of a major oil com* 
pany. At the same time, some countries-* 
such as France and Brazil—already are 
lining up alternative supplies. 

The stage is thus set for another oil 
crunch and a probable price increase in 
January or February of next year, if not ■ 
at the scheduled OPEC meeting in Bali* 
No one blames consumer countries’ , 
Governments for trying to jawbone the. ; 
public into thinking that all is well in the 
oil market. But the time is coming when 
officials will have to put in place policies 
to cushion the impending blow. From 
here on, the intensity of the shortage 
will be determined by how much longer 
the war goes on and what actions con¬ 
suming nations take to reduce their con¬ 
sumption. 

Source: Business Week 


Latin America: Bright 
Investment Outlook 


The Nations of Latirf America and the 
Caribbean are undoubtedly among the 
world’s most promising markets for in¬ 
vestment in the coming decades. Their 
aggregate economic growth rate is ex¬ 
pected to continue rapid, and they possess 
large and expanding domestic markets, 
elements that have historically proven 
to be prime magnets for foreign direct 
investment. Indeed, the Global 2000 Re¬ 
port, just released by a special inter¬ 
agency group within the US Govern¬ 
ment, projects that the population of the 
Latin American region will increase by 
2.7 per cent per year over the next two 
decades, and that real GNP in the period 
1985-2000 will rise by 4.5 per cent per 
annum, on average, the highest of all 
the world’s major regions. Global 2000 
also notes that although many develop¬ 
ing countries will show little real per 
capita gains by 2000, several countries 
in Latin America arc projected to advance 
significantly over the next 20 years* 
Aside from the two key attractions of 
a growing market and fast-paced econo¬ 
mic growth, Latin America and the 
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Reserves of Sheeted Miami* ilk ffee Litis Amorict-CapfiWbeii AM 



Major 

Reserves 

% of 
World 
Total 

Major 

Producers 

%of 

Wbild 

Total 

Bauxite 

Surinam 

11 

Jamaica 

14 


Jamaica 

5 

Surinam 

6 




Guyana 

4 

Bismuth 

Latin America 

21 

Latin America 

48 

Columbium 

Latin America 

45 

Brazil 

7 

Copper 

Chile 

19 

Chile 

13 


Peiu 

8 

Peru 

5 

Iron Ore 

Sou'h America 

19 

Brazil 

9 

Molybdenum 

Chile 

16 



Nickel 

Cuba 

24 



Silver 

Mexico 

13 

Mexico 

15 

Tin 

Bolivia 

10 

Bolivia 

13 

Tungsten 

Bolivia 

3 




Source: World Bank and OS Bureau of Mines. 




r'Otrlbbeaik also possess tfte&sl aad 
^'^verse natural resources, which ait lit- 
| gely untapped. Moreover, such tradi* 
y. tional industries as auto production and 

* steel come under more severe competi¬ 
tive pressures in the older industrialized 
nations, the developing world in general— 
and Latin America in particular—will 
offer strong inducements for the esta¬ 
blishment of new plants and facilities to 
serve not only expanding local markets, 
but also as export platforms for both the 
developed and other developing country 
markets. 

Vast Potential 

Encompassing a vast land mass, Latin 
America and the Caribbean constitutes a 
substantial mrket of 350 million people. 
Total GDP of the 39 nations of Latin 
America and the Caribbean was approxi¬ 
mately 8600 billion in 1979, or 51,714 
per capita* Real per capita GDP, a prime 
determinant of the attractiveness of in¬ 
vestment oriented to the local market, 
is rising rapidly for a large number of 
these countries. Argentina, Venezuela, 
Trinidad and Tobago, and the Bahamas 
arc seeing their per capita GDPs appro¬ 
aching or exceeding 54,000, ard the 
majority of the remaining Latin Ameri¬ 
can nations lie in the middle-income 
group among developing countries. 

The Latin American-Caribbean area 
experienced inflation-adjusted econo¬ 
mic growth of nearly seven per cent per 
annum in the past decade, well above the 
3,5 cent annual average for the United 
States and four per cent tor the OECD 
nations. Indications arc that the 1980s 
will see the pattern repeated, with Latin 
America and the Caribbean recording ave¬ 
rage annual GDP growth of five per cent 
to six per cent. Such an economic growth 
rate is quite favourable when compared 
with average annual growth of some three 
to four per cent foreseen for the in¬ 
dustrialised West and Japan during the 
next decade. 

The Latin American region is a veri¬ 
table treasurehousc of natural wealth, 

* holding particularly great promise for 
investors seeking to develop oil, gas, 
mineral, oceanic and agricultural resour¬ 
ces. Jn terms of mineral reserves, Chile 
and Peru are major repositories of copper; 

- JiMTfltN Iscmmst 


Jamaica is one of the world’s principal 
sources of bauxite; Brazil has still to be 
developed vast iron ore deposits; and 
coal is just beginning to be mined in 
Colombia. Mexico, Trinidad and Toba¬ 
go, Venezuela, Ecuador, Peru and 
Argentina ate endowed with significant 
deposits of oil and gas. And the region’s 
great hydroelectric power potential is 
underscored by the construction, now 
under way, at the Itaipu hydroelectric 
plant on the Parana River bordering 
Brazil and Paraguay. When its almost 
13,000 megawatt capacity is installed, 
the Itaipu plant will be the largest such 
facility in the world. 


It was Lord Buddha who first exposed the 
folly of hatred; “If hatred responds to hatred* 
when and where will hatred end?" That* even 
before Ondhiji came, was the Indian argument 
for ahirusa. The argument finds no place in the 
correspondence between the prime Ministers of 
India and Pakistan last week. Modem “no-war" 
declaration ate not concerned with moral princi¬ 
ples ; they are concerned vith formulas for setting 
disputes. Because they are not based on a final 
determination to abandon war, but merely on a 


Latin America’s long-term agricultutal 
prospects are also encouraging. The 
Global 2000 Report projects that the 
nations of this region will see their total 
food production increase by more than 
184 per cent between 1970 and 2000, 
with consumption rising by a more mo¬ 
derate 165 per cent, 'rtic Report predicts 
that Latin America will be the only deve¬ 
loping region where average per capita 
food consumption in the year 2000 will 
be more than 20 per cent above the UN 
Food and Agriculture Organization’s 
minimum caloric standard. 


gentlemen's agreement to restrict its use, the 
correspondence has stricken some of those develop 
to Gandhi an teaching with bitter disappoint* 
nient. This is understandable, and to some extern, 
inevitable. A Gandhism does not belong to this 
world; nmi-violenre is an ideal, not necessarily 
an immediately attainable one. And if Gmdhians 
stilt expert the doctrine of ahimsa to be applied in 
our relations with Pakistan, they have need to 
indicate precisely tbow this can be done. , 


:-wmm . 
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Source: International Finance 
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A Case for Compulsory Crop Insurance 

A. R. Patel 


Crop insuranc# has to play a crucial rola in tho country's farm 
economy as this sector generates more than SO per cent of the Gross 
Domestic Product. It will promote agricultural enterprise by providing 
a minimum level of income to the farmer, protect the Investment 
In crops arid serve as collateral for loans. It spreads the crop losses 
over space and time and keeps credit lines clear of default. However 
there are practical problems in the implementation of the scheme as a 
majority of farms Is small, scattered and segregated. The General 
Insurance Corporation has now finalised a pilot scheme based on an 
area-wise approach. 


rHE seiECTinc and technological revolu- 
ion in agriculture fostered through the 
increasing use of high-yicldmg vane- 
tied of seeds, chemical fertilisers, pesti¬ 
cides fungicides, insecticides, weedicides, 
stc, indeed, has brought about a sea- 
:hange in the farm production patterns 
in general and the productivity of crops 
per unit time and space in particular. 
Dispensation of credit by the cooperative, 
commeicial and regional rural banks for 
all viable and potentially viable land- 
based activities has further strengthene 1 
the process of farm development. Ac¬ 
cording ro the available information, the 
level ol ruial credit anticipated duiing 
1977-78 was Rs 1,650 crores as short¬ 
term loans, Rs 235 crores as medium-term 
and Rs 410 crotes as long-term loans. Jn 
order to strengthen the farm develop¬ 
ment progtamme, it had been desired to 
plan for doubling of the current level in 
about three yeai &. However, the drought 
that prevailed during kharif 1979 and 
widespread floods in 1980 have had their 
impact on production. It is learnt that 
the recurring natural calamities, espe¬ 
cially floods, cyclones and droughts in 
one or the other part of the country, 
have sunk the farmers in abysmal poverty 
and indebtedness and the resultant low 
recoveries (high overdues) of the credit 
agencies have dried up their loanable 
"esources and rendered them ineligible 
for refinance 

It is in this context that crop insurance 
has to play a crucial role in the agrjcul- 
ural economy in India where the farm 
petor is responsible for generating more 


than 50 per cent of the gross domestic 
product. Lven a partial failure in this 
sector due to natural hazards invariably 
affects a much greater proportion of the 
population and causes a severe blow to 
the economy it is against this back¬ 
ground that an attempt is made here to 
analyse the reasons as to why crop 
insurance scheme has so far not been 
given a scientific and practical shape 
though its significance has been felt 
ever since India become independent. 

It should, however, be stressed that the 
systems of insurance as developed today 
are principally designed to meet the risks 
and uncertainties of large commercial 
and industrial enterprises and not of 
agriculture as such. This is partly be¬ 
cause industry has been regarded as the 
main source of wealth and has been 
allocated vast sums of risk capital. It 
can also be partly due to the relatively 
much smaller scattered objects of imu- 
lancein agriculture and the fact that 
farming, too close to and too 
much dependent on nature, is consi¬ 
dered to be an extremely risky enter- 
p ise. 

Now the viable farm technology is 
availab'e in many parts of the country 
and the credit agencies have been financ¬ 
ing the land-base i activities by providing 
short-term, medium-term and long-term 
loans. However, in the absence of built- 
in mechanism as also because of natural 
phenomena sometimes, the crop losses 
are severe. As a result, the worst suf¬ 
ferers are the farmers who are unable to 
incur further debt and shoulder risks for 


the development of agriculture. Further, 
not only the repayments of the short¬ 
term loans granted by the credit insti* 
tutions are in jeopardy but also the 
repayments of medium and long-term 
loans, which are to be received from the 
sale proceeds of crops, are held up. 

It is, therefore, imperative that in order 
to have a steady and sustained develop¬ 
ment of the agricultural economy and 
strengthen the resource base of credit 
agencies, crop insurance in one or the 
other form should be adopted to under- 
write the risks of crop failure. This is 
because the basic function of crop in¬ 
surance is the accumulation of funds to 
meet uncertain losses. Crop insurance 
combines the risks of uncertain 
losses of many individuals and through 
this process diminishes the degree of 
uncertainty. 

Institutional Infrastructure 

Crop insurance is a part of the insti¬ 
tutional infrastructure essential for the 
development of agriculture which is basi¬ 
cally insecure. Importance of agricultural 
credit is now universally recognised. 
Without protection against the insecurity 
of farming, the entire structure of agri- 
cutural credit is in danger of total 
collapse. The entire agricultural credit 
structure, thus, is in urgent need of 
protection from the hazaids of farming 
and this can only be done by means of 
an appropriate crop insurance scheme 
linked with the agricultuial credit 
structure. 

Crop insurance has played a vital role 
in meeting the impact of crop-yield risks 
in the great plains of the United States. 
In Mexico, the lack of irrigation facilities 
in most parts of the 1,16,000 hectare 
corn project in a high-land, rain-fed area 
with considerable drought recurrence in 
the State of Puebla would have constituted 
a serious deterrent to additional expendi¬ 
ture by small holders on farm inputs but 
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SPARE 
5 MINUTES 


and help somebody you know- 

be he a carpenter, cobbler, tailor, vegetable vendor, 
scrap collector, hawker or any other small earner. 

Tell him how he can earn more by improving 
his business with a loan from Central Bank. * 



A little advice from you, a little urging, may help to change 
his life And it doesn't cost you any money’ Central Bank 
loan schemes for small earners cover the following groups 
(figures in brackets indicate approximate size of loan given) 

Carpenters (Rs 2000), Tailors (Rs 750), Cobblers (Rs 200-), 
Hawkers (Rs 1000), Fruit/Vegetable Vendors (Rs 500), 
Scrap Collectors (Rs 250), Roadside Tea Stall-cum-Eating 
House iRs 3000), Stall Owners (Rs 1500), Potters 
(Rs 1400), Papad makers (Rs 1500), Basket makers 
(Rs 250), Broom makers (Rs too per borrower), Mat makeis 
(Rs 160), Rope makers (Rs 600}, Blacksmiths (Rs 1000) 

These are term loans at reasonable rates of interest 
(4° 0 to ioJ%) given for equipment and raw materials, 
and for meeting working capital expenses and other sundries. 
They are repayable within 8 months to 2 years 

So, if you know a deserving person, tell him about what 
Central Bank can do for him. 


Central Bank of Indie 

(A Government of India Undertaking; 

The bank that moves out to people and places 


«am f/ch/i« 
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In most developed countries, partfcu- 
|kriy h Europe and North America, 
^valuable crops have long been insured 
against specific hazards, the most impor¬ 
tant being hails, fires and wind-storms. 
In 12 European countries, the combined 
total of crop-hail insurance in 1970 
amounted to US 55,000 million. In the 
US, in the recent years, the average 
annual crop value insured against hail 
has been nearly 53,000 million or 15 per 
cent of the total annual national crop 
production. The annual insurance 
coverage on crops increased from 5154 
^million in 1948 to $948 million in 1972, 
premium income from farmers from 
nearly 513 million to 548 million and 
indemnities paid from nearly 57 million 
to 548 million. Total premiums paid and 
indemnities received by farmers during 
the 25-year period (1948-72) amounted, 
respectively, to 5697.4 million and 
$646.5 million. Thus, over the period, 
the farmers saved enough to pay for 
their own losses and in fact accumulated 
a little surplus, the Government paying 
only administrative costs. 

► 

Important Factor 

A study on ‘‘the economic value of 
crop insurance” made jointly by six 
Centtal States and the economic research 
service of the USOA has concluded that 
the crop insurance has been and will 
continue in the future to be an important 
factor in (a) aiding survival of agricul¬ 
tural enterprise by providing a minimum 
level of income for the farm and pro¬ 
tecting the investments in growing crops 
during a period of rising costs, (b) pro¬ 
viding a stabilising effect on farm income 
and on related farm business and (c) 
serving as collateral for loans. In Japan 
a 1 so income stabilisation and the protec¬ 
tion of farm investments, with a view to 
encouraging the agricultural production, 
have also been the primary objectives of 
the crop insurance programme. 

The importance of crop insurance as 
one of the major instruments of economic 
policy for stability and growth in India 
has so far received less attention than it 
deserves. Crop insurance provides a 
considerable measure of security in farm 




Ity’ip getdml economic conditions. 
It spreads die crop losses over space and 
time, i.e. losses suffered by farmers in 
specified localities are borne by many 
scattered over wider areas and the re¬ 
serves accumulated in good years am 
used to meet losses in bad years. It 
protects not only their incomes but their 
investments as well. Stabilisation of 
farm income helps to stimulate the de¬ 
mand for industrial products and thus 
paves the way for industrial development. 

Encouragement to Farmers 

When diversification from one or two 
major crop's towards import substitution 
or production of other export crops is 
desired, crop insurance, with appropriate 
premium subsidies, may induce increases 
in the production of domestic food or 
other needed crop, thereby helping to 
correct adverse structural balance of pay¬ 
ments situation. Risk and uncertainty 
in agriculture emerging from the vagaries 
of nature have discouraged formers, more 
particularly, small/marginal formers and 
dry-land farmers, to adopt improved 
methods of farming and use of high- 
yielding varieties of seeds, chemical ferti¬ 
lizers, irrigation, farm-power, pesticides, 
etc. Crop insurance can impart greater 
degree of confidence among these farmers 
for adopting inputs and modern methods 
of farming as also making needed invest¬ 
ments for developing agriculture. 

In the event of failure of a crop, the 
only relief being given at present to culti¬ 
vator borrowers is the conversion of the 
short-term loans into medium-term loans 
so that the borrowers, who would other¬ 
wise become defaulters and thus denied 
credit, can continue to be financed for 
carrying on their agricultural operations 
in the succeeding seasons. This has been 
academically well conceived but has many 
practicial difficulties. 

It keeps the credit-line clear and un¬ 
checked by default in repayment arising 
out of total crop failure but it does not 
give any relief in the repayment of pro¬ 
duction loan even in the face of total 
failure of the crop for which the produc¬ 
tion loan was given and taken. 

The question of introducing crop insur¬ 
ance in the country has been under the 


the resolution on the subject in the Cwk’* 
tral Legislature in 1947, late Rajjbndim^ 
Prasad, the then Minister of Food uarfr. 
Agriculture, gave an assurance that Ejjfc : 
Government would examine the feasibility . 
of introducing crop and cattle insurance i|jr 
the country. In pursuance of this assur-i ■■ 
ance, an officer on special duty was 
pointed in August, 1948, to study thM* 
problems and to formulate experimental 
schemes of crop and cattle insurance for v ; 
operation in selected areas. The two pilot 1 
schemes prepared then were circulated to 
the States for adoption. However, none 
of the States agreed to implement the 
schemes, mainly due to paucity of funds. 

Modal Scheme 

The interest in the subject was revived 
at the time of the formulation of the third 
five-year Plan. The Working Group on 
Agriculture did not favour it. But the 
Government of Punjab submitted a pro- 
posal for introducing crop insurance as a 
part of the third five-year Plan of the 
State and requested the Union Govern-' 
ment for financial assistance. Since, under 
the Constitution, the Parliament alone was 
competent to enact necessary legislature 
for the purpose, the Union Government 
decided in October, 1965, to have a crop 
insurance bill and a model scheme of crop 
insurance formulated so that the States 
which desired to introduce crop insurance 
in the areas under their jurisdiction could 
do so. Accordingly, a draft bill and a 
model scheme were prepared and circula¬ 
ted to the State Governments for their 
views. The State Governments expressed 
differing views on the subject. The Union 
Government considered the draft bill and 
the model scheme prepared thereunder in 
the light of views of the State Governments 
in March, 1970 and decided that the bill 
and the scheme should be referred to an 
expert committee for a fuller examination 
of the economic, administrative, financial 
and actuarial implications. An expert 
committee on crop insurance was appoin¬ 
ted in July, 1970, under the chairmanship 
of Mr Dharam Narain. The committee 
came to the conclusion that in the condi¬ 
tions obtaining in the country, it was not 
advisable to introduce crop insurance in 
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tbefeon future eves on a pilot oir an OX- 


t han great ■ having mDit concentrated oo vests * ,, 

and provides for insurance against uh- 


ptrimental basis. 

Though the individual approach to crop 
insurance in which the assessment of the 
indemnity is done separately for each 
individual and is based on the actual 
crop output of the concerned farmer each 
year compared to his normal output 
would be the most appropriate and in a 
sense, an ideal approach to crop insurance, 
there have been a large number of cons¬ 
traints in formulating and implementing 
such scheme. These can be summarised 
as follows: 

Lack of reliable long-term data on crop 
losses places serious limitations on the 
introduction of crop insurance. It is es¬ 
sential to have for each crop and for each 
homogeneous area, spread over a series 
of years, comparable statistical data of 
average yield and of damage caused by 
natural calamities as distinguished from 
those caused by negligence, poor farming 
practices, etc. These data should be care¬ 
fully and scientifically processed for in¬ 
surance purposes a difficult and time- 
consuming task. 

Practical Problems 

The practical problem in India is that 
an overwhelming majority of farms are 
very small, scattered and segregated im¬ 
plying a greater physical and moral 
hazard from the insurance point of view. 
The greater physical handicap is due to 
the fact that the chances of a specified 
percentage of indemnifiable Joss or da¬ 
mage are usually greater on small farms 
than on large farms, while the serious 
moral hazard arises fiom the necessity of 
having to deal with more numerous per¬ 
sons whose acts of omission are likely to 
affect materially the interest of the farms. 
The problem, though difficult, is not insur¬ 
mountable. Indeed, the dispersion and 
segregation of farm risks have advantages 
as well as disadvantages. The advantages 
arise particularly in hazards such as dro¬ 
ught; excessive moisture, frost, etc, which 
often cover wide areas; the dispersion and 
segregation of farms help reduce the ex¬ 
tent of physical loss or damage. Again, 
areas with scattered farms arc less likely 
to suffer from large-scale losses caused by 
tornades, windstorms, cyclones or Hoods 


property values. 

The successful implementation pf an in¬ 
surance scheme largely depends on ap¬ 
preciating the need for it as also a de¬ 
mand for insurance protection on the 
part of a considerable number of people 
who should understand the significance 
of insurance. Experience reveals that in 
most developing countries there is little 
visible enthusiasm for insurance amongst 
farmers. 

Financial Support 

Another factor which makes it difficult 
to apply crop insurance is the very limit¬ 
ed number of farmers who are able to pay 
premiums. The initiation of crop insu¬ 
rance may require, at least in the initial 
stages, considerable financial support 
from the Government. But the capi¬ 
tal resources available to the Govern¬ 
ment arc very limited. 

One of the serious problems of crop 
insurance is the lack of suitably qualified, 
experienced and trained personnel, paiti- 
cularly at the grass-root level. 

It is now heartening to note that the 
General Insurance Corporation has fina¬ 
lised a pilot crop insurance scheme based 
on an arcawise approach. The area 
approach obviates the main difficulties of 
the individual approach. As referred to 
by the Dandckar Committee, it does not 
require ascertaining the crop outputs of 
individual farmers. All that it needs is 
estimates of average annual yields of the 
crop over the whole homogenous area. 
These can be ascertained objectively from 
the crop-cutting experiments conducted 
by the State Governments for the pur¬ 
pose of crop estimation. 

For the purpose of this, scheme* ail 
that is needed is delineation of agro- 
climatic regions small enough to be 
homogenous in the sense that the annual 
crop experience of a majority of the far¬ 
mers in the area accords and coincides 
with the average experience of the area. It 
should at the same time be large enough 
to have an adequate data base of 
annual crop-cutting experiments to enable 
the determination of the normal yields 
and estimation of annual average yields 
with reasonably small statistical error. 

The scheme introduced by the GIC 


avoidable loss of production due to cli¬ 
matic factors like drought, floods and 
cyclones, pest infestation, plant diseases 
and riots and strikes. The premium and 
indemnity tables have been prepared for 
13 States. A beginning has been made 
with Gujarat and West Bengal. In 
Gujarat, paddy, groundnut and cotton 
crops in an aggregate area of 147,728 
hectares, for a total sum insured of 
Rs 5.69 lakhs and in West Bengal, paddy 
crop in an aggregate area of 679,937 hec¬ 
tares for a total sum insured of Rs 54.27 
lakhs have been covered. The scheme 
envisages the State Government’s partici¬ 
pation as co-insurer sharing the premium 
and claims to the extent of 25 per cent. 

The Way Out 

The collection of premium of a very 
large order on a voluntary basis would 
definitely pose many problems and would 
never get off the ground. The clement 
of compulsion envisaged in rhe bill and 
the model scheme drawn by the expert 
committee will not work. The crop 
insurance scheme should be, as suggested 
by the Dandekar Committee, linked on 
a compulsory basis with the crop loan 
system extended by the cooperative in¬ 
stitutions. This scheme should be ex¬ 
tended to short/medium and long-term 
loans issued by the commercial banks, 
cooperative land development banks and 
the State Governments. The entire 

amount of the loans should be insured. 
Premium should be deducted while ad¬ 
vancing the loan and paid to the insu¬ 
rance company. Indemnities when they 
become payable should be adjusted 

against the recovery of the loan, This ‘ 
would help the scheme immediately get 
off the ground but also save additional 
administrative costs involved. 

A few systematic studies conducted by 
some of the the public sector banks re¬ 
veal that the problem of mounting over- 
dues is being aggravated day by day and 
the reasons attributed to this state of 
affairs are mostly related to the low in¬ 
come due to failure of crops and erratic 
weather conditions. While the recovery 
of short-term advances granted for culti¬ 
vation of crops is between 50 and 55 per. 
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' tent, the recovery of investment credit 
varies from 56 to 60 per cent. The re¬ 
payments of investment credit are also 
to be received from the sale proceeds of 
crops and when crops have failed, the 
recovery of term loans is also held up. 
Thus, not only overdues on account of 
loan instalments but also mounting ar¬ 
rears in interest amount have reduced 
the profitability of banks and have dried 


np the loanable resources. If a crop in¬ 
surance scheme in an appropriate form is 
implemented the impact on banks* busi¬ 
ness would be beneficial in(i) arresting the 
deteriorating recovery position, (ii) re¬ 
cycling of funds for further development, 
fili) maintaining a continuous flow of 
credit for investment purposes, (iv) utili¬ 
sation of the services of banks* person¬ 
nel for other productive purposes instead 


V . • ' ; - ■ ■" 

of concentrating energies, money and 
time on recovery drive, recovery proceed¬ 
ings, etc, and (v) increasing the produc¬ 
tivity, profitability and efficiency of bank¬ 
ing industry. The indirect effect of these 
benefits would then be felt on rebuilding 
the rural economy for which sizeable* 
funds have to be allocated and budgetary 
provisions have to be made in case of 
natural calamities. 


Role of Banks in Regional Development 

Dr N.Murari Ballal 


The author who is an Economist of the Syndicate Bank has made 
a case study of South Kanara to determine the role of banks in its 
development. He found that, as in Japan, in South Kanara also 
commercial banks have played the supply-leading role in contrast to 
the usual demand-leading role of banks. By speading branches in 
backward rural regions, they have been able to trigger economic 
activity and helped in causing automatic growth of areas surrounding 
a ‘growth pole'. 


Thh phenomenon of unequal rates of 
economic growth of various regions 
within the country is becoming so prono¬ 
unced that it is now of immense interest 
t to policymakers. Commercial banks 
being an important piJiar of modern 
society, can play a dominant role in the 
process of modernising traditional econo¬ 
mies as well as helping to achieve 
regional development. 

An attempt is made in this article to 
ascertain the impact of banks on the eco¬ 
nomic growth of South Kanara—a well ad¬ 
vanced district in the sphere of banking. 
Also the reasons for the phenomenal 
growth of banking in this tiny district 
are analysed. This would not only 
r swell the fund of factual knowledge but 
also help to enrich our understanding of 
the role of banks in regional economy so 
as to make the banking sector in other 
regions to follow similar pattern. 

The limitation of this case study should 
be pronounced at the outset. The 
objective assessment of the impact exclu¬ 
sively of banking sector on the regional 
economic development is not possible 
as there are other factors involved in 
economic development. Only subjective 
assessment of the role of banks, by review¬ 
ing the performance of banks in mobi¬ 
lising its resources and their quantita¬ 
tive financial contribution in channelling 


the mobilised resources towards various 
sectors of the economy, could be made. 
On these assessments can be presumed 
what role they have played in regional 
economic growth. 

South Kanara district, in many respects, 
has acquired a unique position on the 
banking map of the entire country. The 
district has been fortunate enough from 
the beginning, to have a well advanced 
banking system, when most of the other 
districts in the country (excepting port 
towns) found their banking development 
in its infancy. According to the latest 
information available (at the end of June 
1980) there were as many as 367 branches 
in an area of 3249 square miles, and these 
branches had mobilised Rs 190 crores in 
deposits and distributed nearly Rs 112 
crores as advances. Of the total advan¬ 
ces, more than 50 per cent (Rs 63 crores) 
had flowed to the neglected and weaker 
sectors. Every nine square miles of the 
district now have a branch of a bank, 
and this is the highest banking density in 
India for any district outside the metro¬ 
politan cities. Every 6000 people, on an 
average, have one bank office to serve 
them. A majority of these offices, that 
is to say, about 80 per cent branches, be¬ 
long to the five banks originating in the 
district. 

Even though South Kanara is relatively 
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a small district in Karnataka with a po¬ 
pulation of only 20 lakhs, we find that 
banking activities have penetrated into a 
large number of villages and have reached 
all sections of the society. The popula¬ 
rity of banking in this district would be 
reflected when we see an interesting phe¬ 
nomenon even before the period of 
nationalisation. In 1968 itself, South 
Kanara had move commercial bank offices 
than the entire states of Assam or Orissa. 

Historical Perspective 

Historically speaking, a large number 
of commercial banks have come into exi- 
stance in the South Kanara district and 
have played an important role in the 
economic development of the region since 
the beginning of the century. Presidency 
Bank of Madras was the first bank which 
had begun its operations in 1868 in 
Mangalore, chiefly to cater for the busi¬ 
ness needs of a few British firms dealing 
with the export of plantation product!. 
Later, it became a part of the Imperial 
Bank of India and now State Bank of 
India. 

During the four decades from 1906 
to 1945, as many as 20 banks came 
into existence in the district. A majority 
of them were started in Mangelore, the 
district headquarters, and a few originated 
in Udupi and Coondapoor, the taluk 
headquarters. Some of the other banks 
were born in mofussil places like Mulki 
and Moodbidri also. Out of these 20 
banks, some were liquidated and some 
amalgamated with the stronger banks. 
Asa result,five banks are functioning 
today. Among these five, two banks— 
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Equity S '" 1 


Applications have been made to the stock 
exchange* at Delhi Bombay and Calcutta for 
permission to deal in and for an official 
quotation of the equity share* of the Company 
The subscription list wfll open at the 
commencement of banking hours on 
Wednesday the 17th December. 1980 and will 
dose at tha ctoaa of banking hours on Monday. 
The 29th December 1980 or earlier at 
the discretion of the Board of Director! of the 
Company but not before the oloae of banking 
hours on Friday the 19th December 1980 

HISTORY AND BUSINESS OF 
THE COMPANY- 

The Company was incorporated as a Public 
limited Company on 31st January 1979 and 
tha Certificate of Commencement of buafneaa 
was obtained on 16th February 1979 from the 
Registrar of Companies Delhi & Haryana New 
Doth) 

The objects of the Company are fully set out in 
it! Memorandum of Association However the 
immediate object of the Company ia to set up a 
Paper and Pulp unit 

PROJECT: 

The Company Is setting up 9 Paper 8 Pulp unit 
for the manufacture ot 10 000 tonnee par annum 
of the fine grade MF Writing and Printing papers 
etc for whioh there is considerable scope 
because of wide gap between demand and supply 
position 

the main raw materials to be used are 
agricultural residues such as wheat straw rice 
straw and rags and waste paper and pulp which 
are indigenously available Import of watte paper 
and pulp Is atsu allowed under open general 
licence 

LOCATION 

The plant is located at Village Dhamora a notified 
backward aree in Diet Rampur Uttar Pradesh 
The pro|eet site is about 19 Km from Rampur 
towards Bareilly and 200 Km from Delhi the 
fartory nt* is well connected by rail and metalled 
roads Tha site is ideally located in view of short 
distance to the railway station close access to the 
township of Rampur and easily available 
infrastructure of transportation of incoming raw 
materials and outgoing finished products snd 
communication 

MANAGEMENT 

The management of the Company vesta In the 
Board ot Directors composed of industrialists 
technocrats and professionals The day to dey 
management is being looked after by Shri Pramod 
Kumai Jam Managing Director who is assisted 
by a team of professionally qualified and 
experienced managers 

PROMOTERS 1 PROFILE 

Jain Brothers are instrumental in promoting this 
enterprise The promoters have vast experience 
and expertise in the industrial field To their credit 
lies the promotion and efficient management of 
industrial units Itks Jain Tubs Co Ltd Jam 
Shurth Vimaspati Ltd Jem Expons Pvt Ltd 
Hindustan Breweries and Bottling Ltd Ajanta 
Tubes Limited Chemopulp Tissues Ltd etc 
UPSIDC a wholly owned undertaking of the 
Government of Uttar Pradeah which has been 
primarily established to Accelerate the pace of 
industrialisation especially in the backward areas 
of Uttar Pradesh is also associated with the 
Project a» a ro promoter 

PROGRESS OF THE PROJECT 

The Company has made rapid progress in the 
implementation of tha project The lend for the 
protect has been acquired and olvil construction is 
nearing completion The mam paper 
manufacturing machinery is being erected end 
the Cwnpeny expects to go in for trial Production 
by January 19o* and Commercial production 
shortly thereafter 

BUSINESS PROSPECTS & 
PROFITABILITY 

Paper is a consumer item end there ie a bivwing 
demand for the same The Company does not 
envisage any difficulty in marketing its products 
The company proposes to sell its products 
though normel bade channels comprising of a 
network of distributors and dealers The Director* 


are of the opinion that barring unforeaan 
circumstances. the company would ba able to 
earn reasonable profits to enable the payment of 
dividend within a reasonable time after the 
commencement of commercial production* 
COST OP PROJECT: 

The project oow » ewimsted at R$ 66000 lac* 

AlffltWM/Ol'fSARTH. 

(Rf. In lao 

a) Promoter. 64 00 

blUPSIOC 2000 

c) Publiclaaiie 111 00 16600 

B. TERM LOANd 

a) IFCI 93 00 

b) ID8I 19000 

c) ICICI 92 00 376 00 

C Unsecured loans from promoters 30 00 

SHARECAPITAL: 


ma/BBlu.* 

Re 10/'each 
40 000 Prtfelranca Shares 
of Re 100/'each 


2 6000000/' 

40 00 0 00A 
3 0000000/* 


J^JjED BUBSCRWBD 7SNB 

900 Equity Shares of 
Rs 10/-each allot¬ 
ted to the subscri¬ 
bers to the Memo 
random end Articles 
of Association of 
the Company 9 000 

5 03 100 Equity Snares of 
Rs lOAeaoheliot 
ted to the Promo 
tert Directors 
their friends rela¬ 
tives and assodeiee 
{including 64 000 
Shares allotted 
to Jain Tube Co 
Ltd) fully paid up 
for cash at par 50 31 000 

20 00 00 Epuity Shares of 
Re 10/ each allot 
ted to U P State 
industry) Develop¬ 
ment Corporation 
ltd OJPSIDC) fully 
paid up for cash at 
par 2000000 

7040000 

PRESENT ISSSUE- 

11 46 000 Equity Shares of 

Rs 10/ each 1 14 60000 

OUT OF THE PRESENT ISSUE 

36 000 Eqytty Shares of 
Rs 10/ each are 
kept reserved for 
allotment to Jam 
Tube Co Ltd 
against which the 
company has 
received an Interest 
free non refund 

NOW OFFlftl^B*THE PuiSb 000 
FOR SUBSCRIPTION FOR CASH 
AT PAR IN TERMS OF THIS 

"WKtt Shares of 

Rs 10/ each 1 11 00000 

TERMS OF PAYMENT- 

The amount payable against the shares will 
be as follows 

On Application Rs 2 50 per share 
On Allotment Rs 2 50 bar share 
The balance of Rs 6/- per Equity Shares shall be 
payable in one or more celts st such time or times 
as may be decided by the Board of Directors and in 
such manner that there shall be an interval of at 
least one month between the allotment and tha 
first call and between two success've taka, if any 
At least 30 days notlca shall b* given by tha 
company m respect of each such call 


BOARD OF DIRECTORS 
Naoif. Addrot*, 
and Occupation 
DR. RAMANAND JAIN 

(•/o Lala Uddam Singh Jain) 
14.Alipur Road, Delhi. 110064 
(Industrialist) 

SHRIJA0DI8H RAIJAIN 

(s/o Lala Uddam'Singh Jain) 

25, Friends Coiony (West) 
Delhi-110014 

(Industrialist) < 

SHRISHRI RAM JAIN * < 

(s/o Lala Uddam Singh Jam) 

14, Alipur Road, Dalhl-110064 
(Industrialist) 1 

8HRINIRANJAN LAL JAIN 
(9/o Lsla Uddam Singh Jain) •: 

1 -B Janki Shah Road, Hatting#, yl 

Calcutta-700022 * 

(Industrialist) 

SHRI CHAMAN LAL ANAND 

(s/o Lata Shri Hire Lai Anand) 

332-A Srlkandeth Lana, Ravipuram, 

Cochin-682016 

(Industrialist) 

SHRI LAKSHMAN PRASAD 
AQARWALLA 

(S/O Late Ballav Ram AgarwallaJ 
1 -8, Old Post Office Street ' 
Calcutta-700001 * 

(Advocate) 

SHRI BINDU MADHAVA RAO 
CHATTI 

(S/O Late Shri Ramarao Chatti) 
C-2/37-A Lawrence R6ad, 

Delhi-110035 
(Service) 

(NOMINEE OF IFCI) 

SHRI PARMOD KUMAR JAIN 
(S/O Dr Rama Nand Jam) 

14 Alipur Road, Delhi-110054 „ 
(Industrialist) , . 

Managing Director . 1 
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SECRETARY \ 

bhrl K t Meihotra * 

10 Klran Enclave Opp UC office Ghezrabad 

LEGAL ADVISERS I 

M/s L P Agarwalla & Co Advocates 
1-B. Old Post office Street Csicutts-700 001 

AUDITORS 

M/s BK Shroff 8 Co 
Chartered Accountants 
3/7 B Asaf All ftoed. New Delhi 110 002 

REGISTERED OFFICE 
D 18 Connaught Place New Delhi-110 001 

FACTORY 

Village Dhamora Diatt Rampur {UP) 

TECHNICAL CONSULTANTS 

M/s Chemprqjects Design ft Engg Pvt Ltd 
F-1 Defence Colony New DelhMIO 024 

BANKERS TO THE COMPANY 

1 Beak of Be rods 

M 9 Connaught Circus New Delhi-110 00L 

2 Punlab ft Sind Bank 

Scmdia House. Connaught Piece New DqihM 

3 Punjab Nathans Bank. 

Cbawr Baser. Delhi-110 006 

MANAGER TO THE J$8UE 

Bank of fterods 


A J 

"U 





Mis Limited 

r■ 1 ; e ment Req ardinq !ss u e oi 1110,000 


S'" 1 a res cO Rs 10 ► • i • 


UNDERWRITERS 

Out of 1 t.10.000 Equity Show* of Ra.IQA 
now offered to tho Public for cubeorl; 
undsrwrftlng srrsngem 
Shares of Rs 10A gi 
fallows;- 

VfRVmV MB BBBfVIMI 

or Pis umnfwnnri 


underwriting errengememe for 0,39,8001_ 

Shores of Rs 10A each have boon toads as 

iwnnti vhwv w. 
Equity Share 



A. FINANCIAL INSTITUTIONS 
Industrial Development Bank of 
India (IDB1) 

' ! Makar Chambers No 1,227. 
ly Reclamation Scheme, 
y-400021 

al Finance CorprW « 
mows rrPCb 
i Sank of tsaroda BuHdmq, 

*40, Sanaad Marg, New Delhi-1 
trial Credit & Investment 
►ration of India Ltd (ICICI). 

, Backbay Reclamation. 
»y'40C10 
ANK 

t of Bar ffdw 

3/Walchand Hlrachand Mam, 
Ballard Pier, Bombay-400 038 

g* SROMPAfi* 

Chempak Lai Bhailai Chokshl 
Chlman Lai Lai Bhai 
Gordhandas N Gupta 
Jahgirdar A Co 
Setya Prakssh A Co 
Bhupendra Champaklai Davldas 
Oalal A Brocha 
dtairala! Thakordas Nanavati 
SVftvsntlal Chhotalel A Co 
Jasvantlal Chagan lal 
Jamnadsa Kaushaldas A Co 
Kami Lal Chhagen Lal 
Lewis and Jonas 
LK Psndey 
MJ Patel 

Mansukh Lal Bhaidas Oalal 
Narandas A Sons 
Poracha Brothers 
Prafutohandrs ManQu Lal Parlkh 
Suresh F Gundana 
Trambakial Ratilel Parikh A Sons 
Upandra M Oalal 
VB Dasai 
Valp Bhimji A Co 
Arkay & Co 
Behan Lal & Co 
Harbans Singh Mehta f Co 
Jalan A Co 
J C Mehta A Co 
L R Munjal A Co 
R K Ralan A Co 
■L& Chugh A Co 
RNbshan Lal A Co 

Sikander lal A Co 
Surmder Rode A Co 
Vrnod Kumar A Co 
V N Bhasin A Co 
Pushkarlai Ghudawala 
Santoah A Co 


Ills* In Lees). 


4000 


2000 


2000 


300 

0 26 
0 26 
0 26 
0 26 
010 
026 
0 26 
026 
0 26 
0 26 
0 26 
026 
026 
0 26 
026 
0 26 
0 26 
0 25 
0 25 
026 
0 26 
0 26 
0 26 
025 
0 26 
0 60 
025 
080 
0 25 
030 
0 26 
0 26 
0 26 

0 25 
0 26 
0 50 
0 25 
0 60 
0 25 

93 55 


8 Addresses are given undei the 
heading 1 Brokers to too issue 
for the remaining 1 73 600 Equity Shares the 
Promoters have given an undertaking to the 
financial Institutions that in the event of the 
Public Issue not being fully subscribed, they shell 
further subscribe opto 1,73,500 Equity Shores 
not underwritten but included m the Publto Issue 
without eny commission or brokerage after the 
public issue but before calling upon the 
underwriters to fulfill their underwriting 
obligation* In case the Public issue is subscnbsd 
to full by ths public or shore capital remaining 
unsubscribed less than 17 36 Lacs, the 
Jtemmam shall tortog* sum efRs 17 36 Lacs, or 
■portion of it by way of unsecured loan/daposits 
UfRtod the tqrm loans from institutions shall stand 
reduced uonsmndinalv 
to the opinion of the Directors, the resources of 
the underwriters ere sufficient to discharge their 
indshtoittoO obUgettona to full 


BROKERS TO THE ISSUE 
BOMBAY 

•Amarchand Ratenchand Jhavtn, Room No 26 
1st floor, Bombay Samechar Marg, fort • 
8hUpandra Champaklai Devltfas Shupan 
Chambers, Ground floor, Dalai Street fort • 
Mai A Brocha. T<6. Sfh floor Ceat Wing. Stock 
Exchange Tower, Oelel Street • Hfrafel 
Thakordas Nanavati. 16, Stock Exchange Central 
Bldg fort • Jsswentlel ChhagsnlaLSS, Bhupen 
Chambers, 1st floor 9/10. Deist Street S 
Jsewantlel Chhapanlel A Co. Bhupen Chambers 
Dalai Street • Jemnedss Kaushaldaa A Co 
Stock Exchange Central Bldg, 2nd Floor. Appoito 
Street, Port • Kantital Chhagenlsl. New Stock 
Exchange Building, Petal Street • Lewie A 
Jones, Bank erf Bends Building 46/47, Appoilo 
Street' • DC Panday. Maharashtra Bank 
Building, 46/47, Appoilo ftrsst • M J Patel 
107, Stock Exchange New Bldg, Bombay 
Semachar Marg # Mansukh Lal Bhaktas Oelel, 
Stock Exchange Centre Building 3rd floor • 
N M Parlkh A H N Rerikh 11 Stock Exchange 
New Building, 1st floor 6 Narandas A Sons 
Union Bank Building, fort SPorecha Brothers 
19, Stock Exchange Building, Bombay Samechar 
Merg • Prsfulchsndra Menoulel Parlkh, 026 
Stock Exchange Tower, 9th Floor, Sombey 
Samechar Mere • Suresh P Qundsrta 07, Stock 
Exchange Building, Bombay Samechar Marg • 
Trambakial Aatlfal Parekh A Sons, Stook 
Exchange Building, Big Hall 6-A Hamsm Street, 
Port S Upandra M Dalai, 004-A Stock Exchange 
Tower, 0th floor, Detal Street • VB Deeoi, 
Bhupen Chambere Dalai Street Pori # Valji A 
Bhimji A Co, 109, Stook Exchange Place, 1st 
Floor Dalai Street • Vinay M Shah, 69, 
Baxergate Street 
CALCUTTA 

• Stewart A Co, 14, India Exchange Ptaod 
DELHI 

• Arkay A Co 30 Stock Exchange Asaf AfiRoad 
•Behsri Lal A Co, Stook Exchange Building, Aeef 
Al) Road • Bharat Bhuehan A Co 107, Rohlt 
House, 3, Tolstoy Mire • Raja Ram Bhetin A Co. 
Jaewon Mansion, 8/4, Dash Bandhu Gupta Road 

• Harbans Singh Mehta A Co. 33, Regal 
Building, Parliament Street Post Box No 300 • 
Jalsn A Co, Stock Exohange Building, Asaf Alt 
Road • J C Mehta A Co, 308, Dream Land, 
1/18-B, Asaf All Road SLR Munjal A Co, 40, 
Delhi Stock Exchange Bldg Asaf All Road SR K 
Refan A Co Stock A Share Brokers. United Indie 
Life Ins Buldg. F-Biock, Connaught Place SRK 
Chugh A Co 8 A 64 Stock Exchange Bldg, Aeef 
All Road # Roehan Lal A Co 42, Delhi Stock 
Exchange Buldg Asef All Road • Surinder Rode 
A Co. Post Box No 2666, 1st floor, 21 -B, Bars 
Bazar Marg, Rajtnder Nagar • Sikander Lal A Co 
66. Delhi Stock Exohange Bldg Aeef Alf Road • 
V N Bhaem A Co, 31 Stock Exchange Bldg , Aeef 
Ali Road • Vinod Kumar A Co A-0, Connaught 
Elace 

MADRAS 

S Dalai A Co National Insurance Building 224, 
NSC Bose Road, Post Box No 149 
AHMEDABAD 

• Champaklai Bhailai Chokshi Msnek Chowk 
Near Share Barer • Chamanial Let Bhai, 2280, 
Menek Chowk 7 • Gordhandas N Gupta, Anandji 
Kalyanji BuMdmg Opp Dhansultar Pole, Relief 
Road 

BANGALORE 

• Bhagya A Co, 139 Gandhi Bazar Near Centra 
Bank • Jahgirdar A Co 21 2nd Main Road 
Seehadnpurem • LKS Murthi A Co, No 17 
Third Floor Ksmpagowada Road, • M 
Nanjappaiah Jaghirdar 206 Cavity Road, Poet 
Box No-4371 • Satya Prakash A Co, 3rd Floor 
Indian Bank Building KempegowqdS Road 
COCHIN* 

• Mathew A Co. 38/1048 (2). Muiieaeeiy Cenal 
Rd, Ernekutam 

HYDERABAD 

• Her! Nerayen Rath), 4-5-173 Haehmat Hard. 
Sultan Baser • Laxminarayan RatM, 4-6-173, 
Haehmat Gant Sultan Baser 

INDORE 

• Pushkar Lal Ghoudawala. 44, Bade Saraf • 
Santosh A Co, 29, Dhanu Market, 1st floor, 
$GITS Rood 


BANKERS TO THE ISSUE 

Bank of Bsroda. 16, Parltament Street New 
Delhi 110001 or its mam branches at 
Ahmedibed (Gandhi Road) Bangalore 
(Kempegowada Road) Bombay (Bombay 
Samaohar Marg) Bareilly (Civil Unee) Cochin 
(Mahatma Gandhi Road) Hyderabad (Abid Circle) 
Indore (Siteta Mata Bazar) Jammu (Shalimar 
Road) Lucknow (Havsrat Gant) Madurai (Eadt Aval 
Moola St) Nagpur (Dharma Path) Panaji (Azad 
Maiden) Pune (Poona Camp Branch) Rampur 
(Civil Mnee) Trivandrum (Patayem Branch) Jaipur 
(Ml Road)Surat(Bhegtafav) 

Punjab A find Bank International Banking 
Oivialon 6. Soindta House, New Delhi-110001 or 
iia main branohee at Amritsar (Hall Bazar) 
Bombay (Fort) Chandigarh (9ector 17-C) 
Ludhiana (Civil Lines) Coimbatore (Opp Ankers 
Si) 

Punjab National Bank Parliament Strsst New 
Delhi-110001 or He main branches at Bombay 
(Fori) Bhopal (TT Nagar RSS Market) Calcutta 
(Brabourne Road) Indore (Shale Mata Bazar) 
Jaipur (Ml Road) Lucknow (Gautem Budha 
Marg) Rampur (Main) Rohtak (Railway Road) 
Varanasi (Nichi Bagh) 

New Bank of Indie N-80, Connaught Circus 
Jaiwath New Delhi-110001 or its main branches 
at Jabalpur (Lord Gen)) Kanpur (Gumti No 6) 
Patna (East Gtndhi Msidan) Srinagar (Badsheh 
Bridge) Agra (Rawat Para) Allahabad (Banahldhar 

Oriental Bank of Commerce Harsha Bhswen, E 
Block Connaught Place. New Delhi*110001 or he 
mem branches at Bombay (Fort) Calcutta 
(Barabourne Road) Jaipur (Ml Road) Madras 
(Mount Road) 

HOW TO APPLY 

•Obtain copies of the Prospectus and application 
form from the Registered office of the Company, 
Underwriters Brokers, end Bankers to the Issue 
and their branches mentioned above 

• Complete and sign the application form 
(Application must be for 60 Equity Shares or 
Multiples thereof) and deliver together with 
CSeh/Cheque/Bank draft to eny of the branches 
of the Bankers to the issue mentioned above 

• Cheques or bank drafts mutt be drawn on the 
Banks et the Places to which they ere despatched 
by poet or delivered by hand 

ISSUE MANAGED BY 




Bank of Baroda 

Merchant Banking Division 


TAX BENEFITS 

1 Deduction of 60% investment 
upto Rs 10,000 for computing 
taxable income under Section 
80 CC of the Income tax Act, 
1061 

2 Exemption od investment from 
Wealth-tax for 6 years 

3 Income Tex Benefit Under BO J 

4 Income Tax Benefit Under 80 L 


REMEMBER 

List open on —■ Wednesday the 17th 
Deoember, i960 
Uft Oleeee on — Monday tho 29th 
December, 1990 

But not before— Friday the 19th gl 
Deoember, 1980 Q j 
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Canara Hank and Syndicate ftanfc—werc 
nationalised in 1969. The other two— 
Vjjaya Bank and Corporation Bank —were 
nationalised recently. 

The Canara Ranking Corporation • 'as 
the first indigenous cosmopolitan bank of 
South Kanara established in 1906. it 
is exhilerating to note that private sector 
banks were doing very well by ex¬ 
tending their activities beyond the boun¬ 
daries of Karnataka State. A mention 
may be made here that the five South 
Kanma-buscd banks had grown in sta¬ 
ture in the initial stages by taking over 
as mhny as 41 banks, big and small* be¬ 
longing to the different States of South 
India. 

Highly Banked Area 

The competition among the live banks, 
explicit or implicit, has made the district 
one of the few highly banked districts in 
the country, [ very bank m the district 
has been endeavouring to improve its 
position by offering better customer ser¬ 
vice Lvery bank has been trying to 
distinguish itself from the others by in¬ 
novating various new schemes and by 
improving upon the schemes that were 
existent in the market. In recent years, 
the emergence of the New Mangalore Port 
area as an important commercial centres 
is an attraction for various commercial 
banks of even North India to open their 
branches in the district. 

One would become curioser and curi- 
oscr so study the contributory causes that 
have led to the phenomenal growth of 
banking in this tiny district, when he 
comes to know that the prevalent econo¬ 
mic conditions were not very favourable 
for such a spread of banking operations 
in the region. Mere economic factors 
may not explain this phenomenon adequ¬ 
ately as there are many other more econo¬ 
mically prosperous districts in the coun¬ 
try which do not have corresponding 
banking development. Even though the 
mainstay of the people in South Kanara 
is agriculture, yet the district is a deficit 
one agriculturally. Pressure of population 
on land is more than in most of other 
areas and this has led to widespread frag¬ 
mentation and sub-division of the limited 
cultivable land. A sizeable portion of 
the land in the hilly regions is unculti- 


vable and is covered by forests. Irriga¬ 
tion system is not well developed. Even 
the existing rivers offer no perennial 
Source for water as most of them remain 
dry during January-June. The soil of 
the district is not rich in content, and, 
therefore, the yield per acre is low. Only 
one crop is grown during monsoon in 
most of the regions of the district. 

Industrially Backward 

Industrially also, the district, until re¬ 
cently, was very backward. No major in¬ 
dustrial plants were found to exist. Rea¬ 
lising this fact, even the Central Ministry 
of Industries has declared this district as 
an industrially backward district for the 
purpose of giving various concessions to 
indmtries. Ruggedness of the geography 
with hills and forests has made even the 
spread of infrastructural facilities a stu¬ 
pendous task. Despite these structural 
deficiencies, how did the financial sector 
in South Kanara grow to such an 
enormous size ? Economic factors alone 
cannot answer this question. Perhaps, 
Ron-economic sociological factors explain 
the environment that has helped the tre¬ 
mendous progress of the banking system. 
An inquiry, therefore, into these factors 
which have contributed to the growth of 
banking during the last few decades in 
this district would be very interesting. 

The economy of South Kanara was 
predominantly a trading economy. As 
a port town, Mangalore City has been, 
for Jong an important trading centre 
through which merchandise was regu¬ 
larly traded, and even exported. A 
large number of traders gravitated to¬ 
wards Mangalore. As a result, business 
community grew fast, and has constitut¬ 
ed an important segment of the occupa¬ 
tional pattern of the district. Indigenous 
money-lenders who were overwhelming 
in number at the beginning of this cen¬ 
tury were displaced, and in their place 
banks were established to protect the in¬ 
terests of the business community. When 
the financial requirements came to be met 
by banks, trade flourished. In turn, 
commercial prosperity further encouraged 
the development of banking. This circle 
of development of 'the financial sector 
and the trading sector has led ultimately 


to tfce all-round development of the dts* 
trict. 

If we look at the pre-Independencc 
political history of the district, we come 
to know another primary cause for the 
tremendous development of private entre¬ 
preneurship in the region. During the 
colonial rule and even after Indepen¬ 
dence until the States were reorganized on 
linguistic basis in 1956, South Kanara 
was in the Madras Presidency. As 
Madras, the capital of the erstwhile 
Madras Presidency, was far away from 
this district, often the voice of this region 
never used to be heard properly in the 
Government. The locational disadvant-* 
ages owing to the remoteness of spatial 
situation of the district from the capital, 
made the people inhabiting the region 
to depend on themselves for their socio¬ 
economic needs. This led the people to 
become more active and entrepreneurial. 

Individual Initiative 

Various economic activities and other 
developmental activities like education, 
health and transport have grown very fast 
in the private sector due to the individual 
initiatives. The people have developed 
an attitude to meet their socio-economic 
requirements by themselves. All these 
economic activities in private sector re¬ 
quired huge financial investments. Thus, 
various banks sprang up in the district to 
cater for the needs of these economic 
activities. These banks, while making all 
these socio-economic activities possible 
in a big way, have grown themselves along 
with the development of the district’s 
economy. 

Hostility of‘Nature* might be constru¬ 
ed as another cause for the rapid econo¬ 
mic development. Geographical rugged¬ 
ness, extremities of weather (which are 
detrimental to easy living), abject poverty 
owing to the pressure of population on 
agriculture ail have made the people of 
this area dynamic, adventurous and hard¬ 
working. Banking has become one of 
the fields for the development of dyna¬ 
mic entrepreneurship in them, on the one 
hand, and for their endeavour to uplift 
themselves in the socio-economic sphere 
on the other. As any economic activity 
implies ultimately providing adequate 
finance to it, establishment of multifari- 
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of ifcteir aiixjety about secured financial 


source. Under the financial protection 
and stability, the district could achieve 
^mini-economic revolution in the region. 


Communal Rivalry 


Sociologically, communal rivalry has 
acted as another major factor which has 
played a prominent role in the rapid pro¬ 
gress of the banking sector. If we look at 
the genesis of banking, we come to rea¬ 
lise that banks were comm unity-based in 
the beginning. In the initial stages, each 
community in the district had opened its 
own financial institution to protect its 
■Trading and other socio-economic inter¬ 
ests, as the social status of a community 
in our society has been highly dependent 
on the economic prosperity of that com¬ 
munity. The communal factor in the 
banking growth however did not act in 
the form of class struggle blit was con¬ 
structive and creative, and helped to a 
large extent to the development of innova¬ 
tive banking in the district. When ump¬ 
teen number of banks sprung up and 
came forward with their varieties of ser¬ 
vices, trade and commerce reached new 
dimensions. Encouraged by the rapid 
progress in commercial activities, more 
and more banks came into existence to 
meet the monetary requirements of the 
various sectors. Gowadas and Saraswats 
opened their own banks to protect the 
interest of their respective communities. 
Brahmins, Bunts, and Catholics also es¬ 
tablished their banks. Even though the 
community rivalry contributed in its own 
way to the development of banking in 
the initial years, later when various small 
banks got merged and amalgamated with 
►the bigger banks, the commercial rivalry 
was neutralised. As banks grew into 
larger sizes and proportions, the com¬ 
munal harmony was achieved to a certain 
degree. 


Another noted socio-economic feature 
of the people of South Kanara district is 
their frugal habits and saving conscious¬ 
ness. This is there among all the com¬ 
munities of the district, and has nourished 
the growth of banking. Environmental, 
geographical and other natural pressures 
(as we have mentioned already) have 
ppadc the people of this region hard wor¬ 


k^To^ivT^y and highr,* 
of unemployment have forced the inhabi¬ 
tants of this region to go out and settle to 
earn their livelihood for them as well as 
their families. However, the people who 
have migrated from South Kanara conti¬ 
nue to maintain their relationship with 
their relatives at home and hence a large 
amount of money flows regularly into the 
district from other parts of the country 
and also from abroad. As Dr P.R. Urah- 
mananda, the noted economist, has rightly 
pointed out, the economy of South Kanara 
is ‘money-order economy.’ This situation 
of regular flow of money from outside 
into the district is being exploited by 
banks for their development. 

Contributory Factor 

Yet another very impoitant contribu¬ 
tory cause for the development of bank¬ 
ing in the region has been its progress in 
education and literacy. High literacy 
rate achieved through the well-spread 
educational facilities, made the people 
more sensitive to the current economic 
trends. This indirectly paved the way for 
the development of banking. There is no 
denying the fact that there is a high cor¬ 
relation between literacy rate and banking 
habits among the people of a region. The 
tremendous progress in educational field 
from the beginning has helped faster bank¬ 
ing growth. 

All the unique features and the contii- 
buting causes mentioned above have made 
the district most progressive m the field 
of banking. In an underdeveloped coun¬ 
try like India, a majority of the people 
depend on agricultural sector for then- 
livelihood. Industries and other tertiary 
sectors arc not well developed in these 
economies, thereby re ulting in tremendous 
pressure of population on the farming 
sector leading to disguised unemployment. 
One of the prerequis tes for economic 
growth in a developing economy is the 
release of surplus labour from the tradi¬ 
tional farming sector to other sectors, on 
the one hand, and the development of 
industries and other service sectors simul¬ 
taneously on the other hand, to absorb 
the surplus labour force prevailing in 
agriculture. In a most advanced stage of 
development it may be seen that the heavy 
dependence on agriculture is entirely re¬ 


moved and k mfo&tiy df tfe labour forced 
is engaged in industrial and other service 
activities. One can visualise such a State 
of economic activity (though to a lesser 
extent) in South Kanara district, In re¬ 
cent years, small-scale industries, activities 
allied to agriculture, fisheries, becdi. 
industry, transport, professional and self- 
employed sectors have grown very fast, 
and have absorbed large sections of the 
labour force. Mechanisation of the fish¬ 
ing industry has become a possibility only 
through liberal bank lending to this acti¬ 
vity. 

This has made mechanised deep sea 
fishing a profitable occupation and has 
contributed to the all-round develop¬ 
ment of this area. Other allied activities 
like ice plants, canning, freezing, etc, 
have also developed rapidly along with 
fishing industry, Bcedi industry has be¬ 
come almost part and parcel of the village 
life of South Kanara as a subsidiary oc¬ 
cupation. Large amount of bank money 
is pumped into this sector also. South 
Kanara has a well-advanced transport 
system when compared to the other dis¬ 
tricts of Karnataka. The entire transport 
system has been developed by private 
sector with, liberal assistance from 
banks. 

A 

Tangible Benefits 

Had the banking sector not develop¬ 
ed, thousands of people would not have 
got bank credit under the self-employ¬ 
ment scheme for running autorickshaws* 
taxis and buses. These apart, even the 
widespread educational development, 
medical facilities and other social over¬ 
heads have become possible by bank 
finance to a certain extent. Professionals 
like doctors and engineers have benefited 
in a large way. livery banked centre 
in the district has developed into a mini¬ 
town, so that one can see a chain of small 
towns sprung up recently especially in the 
coastal belt of the district. Village bran¬ 
ches of the banks, by offering easy credit, 
have contributed substantially to spur 
various economic activities in their respec¬ 
tive areas of operation and thereby hel¬ 
ped (he villages to develop into small 
towns. Tremendous employment poten¬ 
tial is generated and income created in 
the district due to these varied economic 
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^iturul sectors 1$ so ritpld that iti recent 
year* there is an acute scarcity of agricul¬ 
tural labourers due to massive migration 
of labourers from the agricultural sector 
to other sectors. One can say without 
any hesitation that it is the commercial 
banks which have caused a mini-economic 
revolution in the district 
Usually, the commercial banks in the 
past, due to the historical accident of 
their origin, used to grow according to 
the demand. As demand for credit is 
found mostly in industrially advanced 
and commercially flourished urban areas 
banks spread their activities to these deve¬ 
loped areas as per the demand-supply 
response. Banks just passively used to 
extend credit to the prospective borrowers 
but never used to care to perform ‘supply¬ 
leading' active role. They put very little 
effort to go to depressed regions, identify 


tbfc basis of the magnitude employment 
creation and income generation by the 
borrowers* projects rather than merely 
on the basis of security offered. This is a 
passive role of banks, which may ultima¬ 
tely aggravate the regional economic 
imbalances. However, the historic profile 
of the Japanese economy indicates the 
active participation of banking sector in 
the construction of the nation. Banks 
there gradually extended their activities 
to economically weaker regions, and con¬ 
centrated their funds on financing agri¬ 
culture, domestic commerce and the newly 
developing foreign trade. They also be¬ 
came the centre for much of the early 
promotional and entrepreneurial talents 
which initiated the industrial spurt in the 
beginning in the mid-J880’s especially in 
rail roads and in cotton textiles (at first 
import-competing and later export- 


source, of industrial 
participated actively to industrialize tire 
country. Like Japan, if ever banks m 
India, have palycd active suppfy-lfadiiig 
role, it is particularly in South Kariara. 
By spreading a large number of their 
branches in backward rural regions, com¬ 
mercial banks inculcated savings habit 
among the rural people and made them 
more banking-conscious. By acting as a 
‘growth pole’, bank branches have trigge¬ 
red the local economic activities in their 
respective area of operation and caused 
automatic growth of the surrounding 
areas. They have also contributed to the 
monetisation of the village economy./ 
Thus, the socio-economic role played by 
banks in South Kanara forms as a ‘model’ 
which may be imitated by other districts 
also for their around development. 
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Population, Food and Land Inequality in India 1971 —A Geography of Hunger and 
insecurity : Asok Mitra and Shekher Mukherji, Allied Publishers Pvt. Ltd; 
Pp. 112; Price Rs. 95. 

In-Migration and Informal Sector —A Case Study of Urban Delhi : Birla Institute of 
Scientific Research (Economic Branch Division), New Delhi; Pp. 110; Price 
Rs. 40. 

Local Level Planning and Rural Development—Alternative Strategies : United Nations 
Asian and Pacific Development Institute, Bangkok; Concept Publishing Company, 
New Delhi; Pp. 409; Price Rs. 100. 

Adult Education for Social Change : T.V. Rao, Anil Bhatt and T.P, Rama Rao; 
Manohar Publications, New Delhi; Pp. 192; Price Rs. 60. 

U. Fertility Control in India : M.E. Khan and C.V.S. Prasad; Manohar Publications, 
New Delhi; Pp. 197; Price Rs. 55. 

Demographic and Socio-Economic Aspects of the Child in India : Edited by K. 

Srinivasan, P.C.Saxena and Tara Kanitkar: Himalaya Publishing House, Bombay; 
Pp. 662; Price Rs. 100. 

Reviewed by Academicus 


As the authors, Asok Mitra and Shekher 
Mukherji, have observed the monograph. 
Population , Food and Land Inequality 
in India l { )7\—A Geography of Hunger 
* and Insecurity has attempted “a dis- 
^trictwise delineation of the relationship 
between India’s population growth, food 
demands and supplies, extent of malnut¬ 
rition and deprivation, land inequality 
and indices of agricultural development/’ 
The study also lias discussed . ,a num¬ 
ber of policy questions arising out of the 
result/’ The authors have claimed in 
the preface that they have attempted 
. .for the first time a broad dimensional 
districlwise picture for regions and sub- 
regions within India/’ 

On the basis of detailed analysis, accor- 
^ ding to the authors, “In 1971, food sur¬ 
plus occurred in 180 districts out of a 
total of 281 districts studied. Food defi¬ 
cit occurred in 101 districts. Food surplus 
mainly occurred in Punjab and Har¬ 
yana. Food deficit mainly occurred in 
Maharashtra, Kerala and Uttar Pradesh.” 

According to them, in 1971, for the 
country as a whole, there was a net food- 
grains surplus of 13.45 million tonnes. 
They opine that this was mainly due to 
favourable monsoon. This would imply 
that at other times, the position might 
jp-not be that bright. 
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According to the authors’ analysis 
food surplus in certain districts occurred 
mainly due to higher agricultural growth 
rate and extent and proportion of area 
irrigated. They opine that “Chemical 
fertilizers.. .or concentration ot land 
ownership does not emerge as statistically 

BOOKS 
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significant determining factor.” They think 
that food surpluses even now occur more 
as a result of greater human effort and 
natural endowments than on account of 
fertilisers and other modern inputs. They 
have stated that if . .areas of scarce 
rainfall arc irrigated food deficits are 
likely to lessen/’ Agricultural growth 
rate seems to depend more on human 
effort and natural endowments than grea¬ 
ter use of agricultural inputs. This is 
borne out, according to the authors, by 
the fact that “Agricultural growth rates 
have been occurring mainly in those dis¬ 
tricts where comparatively little agri¬ 
cultural inputs have gone in.” 

The policy-implication of this is that 
to raise food surplus more effort should 
go to intensive cultivation and multiple 
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cropping. The authors have given greats* 
emphasis on providing additional irriga- 
tioiuil facilities than other modern agri¬ 
cultural inputs. 

The authors have observed that “ ..; 
concentration of land ownership does not 
show clear effects. . .high productivity 
has been occurring in certain zones. . .in 
spite of high land inequality. ..low level 
productivity has been occur mg. . ,j n 147 
districts in spite of relatively less land 
inequality/’ But the authors contradict 
themselves and confuse the readers by em¬ 
phasising at another place that “. . .where 
inequality in land ownership is less acute. . 
higher agricultural growth rates occur. 
On the other hand, higher inequality 
leads to fall in agricultural growth rates/’ 
It is also not clear how they have isola¬ 
ted the effects of iriigalional facilities 
from those of fertilisers and other agri¬ 
cultural inputs. Conflicting statements 
made by the authors in this regard only 
confuse the readers. 

Competent Cultivator 

Taking into consideration the increase 
in ioodgrains production in the country 
as a whole over the years, the authors 
opine that . .the Indian cultivator 
looks competent enough to deliver the 
goods, provided inputs are made avail¬ 
able to him and disabilities of small 
producer arc progressively removed.” 

But the authors rightly maintain that 
how fast agricultural growth takes place 
will also depend upon how fast demand 
for agricultural commodities increases, 
in other terms how fast employment 
opportunities increase. It is poignant to 
note that “The nation has on its hands 
an exttaordinaiy situation in which 
two-thirds of the population go without 
enough cereals and pulses, while both 
production and buffer stocks in the 
hands of government go on increasing.” 
There also appears no urgency to export 
fbodgrains because foreign exchange 
reserves arc lying unutilised for quite 
some time. 

The authors have rightly maintained 
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£ .the Food Corporation of Sadia, much 
this buffer stock irretrievably dtterio* 
fates in unsatisfactory storage and feeds 
rodents and unwelcome pests instead of 
human beings,. . Another good harvest 
might as well result in a catastrophe, with 
agricultural prices crashing, buffer stocks 
still further rising and rotting, crop acre¬ 
age shrinking, and yet with almost a 
constant proportion of the population 
chronically going hungry.” 

Indian agriculture has shown the capa¬ 
city to overcome foodgrains deficit and 
produce a sizeable surplus. This is cer¬ 
tainly a remarkable achievement, especial¬ 
ly when it is observed that in spite of cen¬ 
tralised planning over 60 and 30 years re¬ 
spectively, belli the USSR and China have 
been forced to import annually sizeable 
quantities of foodgrains. Bui the tragedy 


js that the Government has shown 
its utter incapacity to use buffer stocks 
of foodgrains effectively to push up the 
rate of employment and of economic 
growth. 


Bankrupt Policy 

This means that failure to ration¬ 
ally make use of foodgrains surplus by 
simultaneously creating adequate demand 
for it through cication of additional 
employment might consequently result 
in foodgrains deficit. Government policy 
in this regard appears to be bankrupt 
over years, considering the failure of 
its policy of Tood-fot-employment’. It 
would make sense even if foodgrains 
from buffer stocks are distributed as 
charity among beggars instead of allow¬ 
ing them to rot in the wretched make¬ 
shift Government godowns. 

It is possible to pick up quarrel with 
the authors on the main issue. The authors 
claim, as we have already seen, that they 
have *\ . .attempted for the fiist time a 
broad dimensional districtwise picture for 
regions and subregions within India.” 

The reviewer’s contention is that such 
di&trictwise analysis Of foodgrain pro¬ 
duction cannot strictly serve as basis 
for comparison among different dis¬ 
tricts. This is because of climatic, cul¬ 
tural, human and other differences. And 
therefore the authors’ finding that of 
the 231 districts studied, ISO were food 
surplus and 101 food deficit districts 


■ ft tolls m nothing, ' 

of the authors an implicit and unstated 
assumption that it is desirable that each 
district in India should be self-sufficient 
in foodgrains! Districts of Ahmcdnagat 
and Kolhapur in Maharashtra where 
there has been a shift in cropping pattern, 
are foodgrains deficit districts but are 
at the top in the whole country in res¬ 
pect of sugarcane production and pro¬ 
ductivity. To state that these districts 
are food deficit districts is to tell 
us next to nothing. It is to be hoped for 
that some researchers do not take into 
their heads to carry a similar analysis 
down to the taluka or even village level 
to find out how many talukas or villages 
are food surplus and how many food 
deficit. And therefore while the macro 
level anatysis and policy-prescriptions of 
the authors make sound sense, if we 
consider the main purpose of the study 
for which the authors are claiming cre¬ 
dit, the whole exercise appears to be 
pointless and therefore futile. To know 
the existing level of production and 
comparing that with the potential pro¬ 
ductive powers of a district is one thing 
and certainly a useful one. But what the 
authors of this monograph have attemp¬ 
ted is a totally different thing which does 
not add even an iota to our knowledge. 

A practice that is becoming increasin¬ 
gly popular with researchers is to intro¬ 
duce in their analysis vast amount of 
statistical data and tables, graphs and 
diagrams. Is it mere showmanship of 
one’s own so-called scholarship, or 
occupational disease or attempt at 
biowbcating unwary readers? 

Asoka Mitra and Shekher Mukherji 
have chosen for their study a barren 
subject and have spent on that theme 
enormous amount of their own and their 
colleagues’ labour. All this could have 
been employed more profitably on the 
study of a really worthwhile subject. 

INFORMAL SECTOR 

The growing number of unorganised 
economic activities, especially in urban 
areas, have come to be designated 
as the ‘informal sector*. This sector 
covering a vast number of people and 
their multifarious activities has been 
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is likely to cont^ize for^ : 

if not permanently, due to increasing^ 
urbanisation and slow pace at which 
employment opportunities in the organic 
sed sector are growing. 

In-migration and Informal Sector—A 
Care Study of Urban Delhi is an in- 
depth study of the this sector by 
Mrs Atreyi Majumdar on behalf of the 
Birla Institute of Scientific Research, 
New Delhi. She has made an attempt in 
this booklet to clarify the concept of 
informal sectoi and find reasons for its 
rapid expansion, the type of activities 
carried on and level of income earned, 
problems faced by people in this sector 
and appropriate policy to be evolved and 
implemented to solve their problems. 

Though it is difficult to define the 
informal sector and draw a clear line to 
distinguish organised from the informal 
sector, one can get a fairly clear idea of 
the informal sector, if we note the 
char ateristics as mentioned by the ILO. 

Main Characteristics 

According to the ILO, the activities in 
the informal sector are characterised by 
ease of entry, reliance on indigenous 
resources, individual or family owner¬ 
ship, small-scale of operation, labour- 
intensive technology, low degree of skill 
and training required, unregulated and 
competitive markets and their unorgani¬ 
sed nature. In Table 9, the author has 
indicated more than 80 types of jobs 
comprising the informal sector. The list 
includes people such as those who sell 
on roads or at doorsteps items such as 
fruits, vegetables, fish, eggs, bread and 
coconut; then there are cobblers, shoe- 
shine boys, barbers, washermen, domes¬ 
tic servants and a host of others, carry¬ 
ing on multifarious activities. This 
sector is also characterised by production 
of generally cheap goods of mass consum* 
ption for low income group?. It is clear 
that people in this sector play an im¬ 
portant role in the life of lower and mid¬ 
dle class people. It appears that they 
have become an important and insepa¬ 
rable part of urban economy in develop¬ 
ing countries. 

According to Mrs. Majumdar rapid' 
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areas in almost all developing countries 
h due to several factors such as natural 
rmcrease in urban population, increasing 
urbanisation especially due to vast migra¬ 
tion of rural population to urban areas 
in search of jobs, and the extremely slow 
rate at which job opportunities in the 
organised sector are growing. World’s 
twelve fastest growing cities all happen 
to be located in developing countries. 

Tbe author interviewed about 1,320 
persons in south Delhi doing various types 
of activities in the informal sector. She 
^observed that their daily earnings varied 
Vrom below Rs 5 to Rs 25 and a little 
above. She found that for the group 
interviewed as a whole the average daily 
earnings amounted to Rs 9.80 compared 
to an average earnings of Rs 17.50 by 
an average factory worker in Delhi. 
She observed that there was consider¬ 
able amount of unemployment and under¬ 
employment in the informal sector. 

A Large Chunk 

^ In Delhi as a whole, according to the 
author, this sector is made up of about 
2.45 lakh woikers (or about 22.63 per 
cent of all workers, according to the 
1971 census). This would mean that the 
informal sector provides *\ . .nearly Iwo- 
thirds of the city’s total employment.., 
absorbing theieby the major chunk of 
the large addition made to the labour 
force eveiy year following the natural 
growth of population and in-migration." 
It has been adsorbing the overflowing 
rural manpower that is unable to find 
jobs either in rural areas or in the or¬ 
ganised sector in urban areas. 

People in the informal sector face 
many problems. Most important is the 
lack of living space. This forces a amajority 
of them to live in slums which have there¬ 
fore begun to proliferate in almost all 
urban centres. As this sector functions 
outside the regulatory framework of 
various Government agencies, it is dep¬ 
rived of various facilities such as finan¬ 
cial, technical and marketing assistance. 
There is lack of space for carrying on 
their activities which are therefore earn- 
m on on pavements or on door to door 
basis. There is absence of electricity atd 
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regular supply of water even where some 
space is available. Above all the people 
in this sector are unorganised and there¬ 
fore cannot voice their grievances* They 
often live at the mercy of the police force. 

It is unfortunate that the Government 
and our planners have not evolved any 
comprehensive policy in respect of the 
informal sector which has been expan¬ 
ding practically in all major cities and 
towns in Tndia. The problems will have 
to be tackled on two fionts. Since there 
are clear limits to expansion of the in¬ 
formal sector in urban areas, incieasing 
employment opportunities must be crea¬ 
ted in rural ai cas where life must be made 
more attractive. This alone would put a 
check on vast migration from rural to 
urban areas. Second, a comprehensive 
policy must be evolved and implemen¬ 
ted to help people in the informal sec¬ 
tor in urban areas* Attempts must be 
made to provide accommodation, water 
and electricity, finance and training to 
people in this sector. 

In any type of economy including the 
most progressive and advanced ones, 
the informal sector is bound to exist and 
bound to play a vital role in the lives of 
the people. This implies that a suitable 
policy must be evolved and implemented 
to help this sector play its role in an ex¬ 
panding economy more efficiently. It 
is possible to integrate the informal sec¬ 
tor with the other sectors of the economy. 
Earlier the steps are taken in this direc¬ 
tion, the better would it be both for the 
people in that sector as also for the 
national economy. Studies of the informal 
sector in various cities and towns must be 
carried out so that a suitable policy to 
help that sector can be evolved and im¬ 
plemented. Mrs Atreyi Majumdar has by 
her pioneering work in this field pro¬ 
vided a model for similar studies in other 
urban centres. 

RURAL DEVELOPMENT 

During the post-world war II period 
a considerable amount of discussion has 
taken place regarding rural develop¬ 
ment in most of the Asian countries in¬ 
cluding India which seems to be leading 
in this matter. This is as it should be, 
because the world’s two-thirds of the 
poor live in these countries where again 


between SO to 90 per cent df the total 
population live in rural areas. 

But while considerable efforts are in¬ 
creasingly being made in the sphere of 
rural development both at the national 
and international levels, the experienct 
so far has shown that . .there is a need 
to rc-examinc the concepts, strategies 
and programmes with reference to the 
objectives sought, namely, self-sustained 
growth with equity, greater employment 
and improvement in the quality of life 
of the poor with their full piiituipation 
as equal partners m development ” 

Alternative Strategy 

The papers and reports contained in 
Local Level Planning and Rural Develop* 
ment—Alternative Strategies ajc the 
result of two consultative meetings held 
by the Economic and Social Commis¬ 
sion for Asia and the Pacific (ESCAP) 
and the United Nations Asian and Paci¬ 
fic Development Institute (UNAPDI) 
held in Bangkok in October-November 
1978. The idea of these two meetings 
and the papers discussed there was to 
provide alternative development stra¬ 
tegies for the predominantly agrarian 
economies of the Asian and the Pacific 
region.. .with a view Ao attain the ob¬ 
jectives of eradication olpoveity, unem¬ 
ployment and inequality.” It is claimed 
by the executive secietary of ] SCAP, 
Mr J.B.P, Muramis that, “The contri¬ 
butors to this volume arc men nch in 
knowledge and experience with the trials 
and tribulations of development plann¬ 
ing, and they have here laid out the 
elements of a viable alternative strategy 
for rural development.” 

The development strategy cannot be 
generalised for all countries m Asia and 
the Pacific region due to widely differing 
circumstances in those countries. This 
implies that development strategy has 
got to be ‘country-specific’. The task 
before the meetings was *\ . .to systema¬ 
tically work out the steps and appi opriate 
policy and other measutes, including 
mechanisms for the formulation, im¬ 
plementation, monitoring and evalua¬ 
tion of country-specific alternative deve¬ 
lopment strategies, including rural deve¬ 
lopment programmes and local level 
planning and development.” 

In the introduction the readets come 
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across the following remark by the 
director of the UNAPDI : “One uneasy 
impression that wc have carried. . i$ 
how little we seem to know about the 
task before us and its numerous facets. 
Even after nearly three decades of ex¬ 
perience with planning and develop¬ 
ment in the developing world, it appears 
that we are still scratching the surface of 
the basic goal of human development.” 

After reading the IS papers in this 
book written by planners, policy-makers, 
educationists and bureaucrats, one is 
still left with the same impression, namely 
how little they know about rural deve¬ 
lopment and local-level planning. Every 
article is erudite and proposes a theoreti¬ 
cal model complete with detailed insti¬ 
tutional mechanism, checks and coun¬ 
ter-checks. Every article is replete with 
phrases like “organisation of the poor’, 
‘local leadership’, ‘target groups', ‘decen¬ 
tralised planning', ‘people's participation 
at the grass-roots’, local-level planning’, 
'mobilisation of the rural poor', ‘parti¬ 
cipatory democracy’, ‘role of rural 
women-folk’ and o on and so forth ad 
nauseam. One is amused and also sad 
to see endless mouthing of the above 
phrases by a group of intellectuals and 
officials gathered at the meetings. 

District Planning 

lake I in example the article on India 
written by K..1VA. Me non, Additional 
Secretary, Department of Rural Develop¬ 
ment. Look at the efforts which arc being 
made for rural development through 
district planning, block-level planning and 
command area planning, each superim¬ 
posed on the other and yet supposed to 
work in a coordinated manner bringing 
about horizontal and vertical coordina¬ 
tion of functions of people elected and 
those of experts from various fields. It is 
no wonder if the illiterate villager is left 
confused in the face of such a bewildering 
organisation built ostensibly to help him. 

The reviewer had occasion recently to 
visit some villages. He felt sad that no¬ 
thing seems to work smoothly in our 
country. Every institution and organisa¬ 
tion seems to gel [politicised and only the 
political leaders at different levels seem 
to count or matter or make gains from 
them. Every rural institution, be it gram- 
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panchayat, a school or a primary coopera- 
tiye credit society, is being exploited by 
a small political clique for their personal 
aggrandisement. Meanwhile the majority 
of the rural people, poor, illiterate, unor¬ 
ganised and helpless continue their exis¬ 
tence without adequate food, clothing, 
shelter, medical facilities and even drin¬ 
king water. 

May be rural poverty in India and 
Asia is such a colossal problem that has 
been existing from time immemorial 
that any talk of removing it within a 
few decades is to try for the impossible. 
May be our leaders are sincere but arc 
attempting too much in too short a time. 
May be the same forces which for cen¬ 
turies fed on the flesh and misery of the 
rural masses continue to do the same 
thing now masquerading as political 
leaders outwardly wedded to the cause 
of rural welfare. May be,the rural poor 
in India are condemned to eternal doom 
(eternal India!) without any hope of 
redemption. Yes, indeed we know so 
little about rural poverty! 

ADULT EDUCATION 

The ‘National Adult Education Pro¬ 
gramme’ (NAEP) has come to be accep¬ 
ted in India during the post-independence 
period, with a view to banish illiteracy 
and “making literacy an effective instru¬ 
ment that would help people to improve 
their socio-economic status and quality 
of life.” 

What has been the impact of NAEP 
in Rajasthan? Has it produced ai y favour¬ 
able impact? Who conducts the pro¬ 
gramme? What has been the role of the 
State in this? What are the, possible loop¬ 
holes in the programme and how can the 
programme be made more effective? 

Based on extensive field work by trained 
and unbiased investigators, Adult Educa¬ 
tion for Social Change , makes an attempt 
to critically examine some of the above 
problems so far as the State of Rajasthan 
is concerned. Since the NAEP is in opera¬ 
tion for quite some time in other States 
In India also, the findings of this study 
as also the tccommendations are bound 
to be of significance to all those invol¬ 
ved in framing and executing the pro¬ 
gramme. 
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In 1977-79 there were funOtionlnfe it* 
Rajasthan 3,615 Adult Education Centres 
(AECs) which were being run by 65 
different agencies. The authors examined 
the functioning of 1,7-85 AECS managed 
by seven voluntary agencies in Rajasthan. 

The NAEP aims at making 100 million 
people literate in the age-group 15-35; 
but it also expects 30 per cent wastage. 
On the basis of the survey conducted by 
the authors, they feci that “Things are 
happening or have happened in the villa¬ 
ges with the starting of Adult Education 
Centres. “Though the authors found 
certain gaps, yet what actually they obser¬ 
ved was certainly far beyond their ex- * 
pectations. 

Meagre Allocation 

The study shows that while the provi¬ 
sion of Rs 200 crorcs for adult education 
in the country as a whole sounds im¬ 
posing, in actual fact it amounts to only 
Rs 1,704 on each Adult Education Cen¬ 
tre, operating for a period of ten months. 
This is an extremely meagre sum “to 
make 30 adults literate and help them 
learn a few more things about their occu 
pations and the environment in which they 
are living.” If in spite of low budget, 
adult education programme has to do 
better, then there will have to be greater 
commitment and dedication to social 
service on the part of voluntary agencies. 
The authors did find some of this spirit 
of dedication in some of the voluntary 
associations to which the adult education 
work was assigned. But they feel that 
more of this spirit will have to be injec¬ 
ted if results arc to improve substan¬ 
tially. 

The authors found that per AEC about 
15 to 18 adults are becoming literate; 
a few are getting some more things from 
these centres and they belong to lower 
sections of society. And they have em¬ 
phasised however that ", . .this is not 
to deny the vast scope for improve¬ 
ment. . 

The authors have emphasised that 
better performance is possible if . .more 
ttention is paid to the selection of in¬ 
structors and supervisors.’’ Also, it is 
suggested that potential candidates from 
weaker sections should be encouraged tb 
take up the job of instructors as they 
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At prevent instructors art sttecwd from 
Respective villages only. The, authors 
have recommended that in addition 
specialist instructors such as students 
from agricultural schools and colleges 
should be recruited for short-term cour ¬ 
ses. 

The study has also found that instruc¬ 
tors and supervisors are the most criti¬ 
cal factors in running the AECs. They 
have therefore recommended appropriate 
training courses for them. Also instruc¬ 
tors and supervisors should be assem¬ 
bled at one place once in a way for ex¬ 
change of views and information. This 
would broaden their horizon and enhance 
their efficiency. 

The Assumptions 

The curriculum also needs to be improv¬ 
ed. There is scope for developing ‘localised 
curricula*. Further, “Developing short 
modules on a variety of topics may be 
greatly useful”. There is certainly ur¬ 
gent need to improve curricula in relation 
to functionality and social awareness. 
^Functionality and social awareness 
dimen sions of curricula should be worked 
out on the basis of local needs and oppor¬ 
tunities.** Short-term camps for learners 
in addition to nine-month continuous 
instruction would be certainly useful. 
Films specially designed for AECs may 
be used as effective media for imparting 
education to adults. So far media like 
films, radio and TV have not been play¬ 
ing the part whjch they easily can play. 
All this would require more financial 
assistance which should be forthcoming 
from the Government. 

The NAEP is based on several assump¬ 
tions: That illiteracy is a serious im¬ 
pediment to individual’s growth and to 
a country's socio-economic progress; 
that education is not coterminus with 
schooling but can take place in most 
work and life situations; that learning, 
workipg and living are inseparable, each 
acquiring meaning only whenre lated to 
another; and that illiterate and the poor 
can attain their own liberation only 
through literacy, dialogue and action. 

These are all valid assumptions and 
ierefore every step must be taken to 


programme. The authors have there¬ 
fore pleaded that a number of related 
government departments (such as de¬ 
partments of agriculture, cooperation, 
animal husbandry, horticulture, health 
and sanitation, and of course, education) 
must all join hands in making a success 
of this programme. 

According to the authors the experi¬ 
ment in Rajasthan has been doing welt. 
There is therefore no reason why the 
programme should not do well or even 
better in Rajasthan and other States, 
if voluntary agencies come forward to 
work in this field and if Government 
accords high priority to the programme 
and provides adequate funds and other 
facilities. 

It is high time that simular critical 
assessments of adult education programme 
in other States were carried out with a 
view to making the programme more 
effective and successful. 

FAMILY PLANNING 

There is increasing realisation that 
organised industrial sector in India can 
play a significant role in reducing popula¬ 
tion growth rale in the country. There 
are about 40 million industrial workers 
in the organised sector. They are relati¬ 
vely better educated and they enjoy 
benefits like housing, medical facilities 
and social security. It is felt that through 
a systematic extension work, it would 
be easier to motivate these workers to 
adopt contraception to check unrestric¬ 
ted growth of their families. Also since 
industrial workers generally maintain 
fairly close linkages with rural areas, 
it is felt that this linkage can be exploi¬ 
ted to carry the message of small family 
norms to rural masses in India. 

The TELCO, a Tata industrial es¬ 
tablishment at Jamshedpur, took a bold 
step as far back as 1964 by introducing a 
cash incentive scheme to promote sterili¬ 
zation among its employees. In 1967 
this incentive scheme was extended to all 
the Tata industrial establishments. At 
present a number of industrial establish¬ 
ments in the country offer varying amounts 
of cash incentives to their workers for 
accepting sterilization > 
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undertook this study because th*re no 
survey so far assessing the impact of cash 
incentive scheme on family planning. •' 

The study has ir.dicatcd that “,, ffo 
direct role of (cash) incentive in proc,:>f< 
ing sterilization among industrial worker* 
was only marginal.” According to the); 
authors, . .the most important helot 
is.. .the level of motivational facilities 
in the industries.” Front the policy point 
of view, this points to the fact that success 
of family planning programme among 
industrial workers would depend more 
on motivating them through efficient 
extension work than on providing merely 
cash incentives. 

Crucial Variable 

The crucial variables which appear to 
influence decision for acceptance of steri¬ 
lization are the number of living child¬ 
ren, especially number of sons, attitude 
of wife towards family planning, percei¬ 
ved burden of children and knowledge 
about contraceptives. A strong desire tp 
have at least one, preferably two sons, 
appears to be the major hindrance in 
the acceptance of sterilization. 

It is however made clear by the authors 
that cash incentive has a positive role and 
it can be .an effective tool in the hands 
of extension workers.” They observe: 
“An agent armed with heavy cash 
incentive scheme was more effective in 
his motivational efforts and was able to 
motivate workers to adopt sterilization at 
a relatively early age and at lower parity 
than one without incentive.” It was also 
seen that cash incentive scheme had 
stimulated discussion about family plan¬ 
ning among workers. However the authors 
have cautioned that . .cash incentives 
in isolation cannot succeed." Also, the 
impact of cash incentives will be mainly 
felt in lower income groups. The authors 
have suggested that for relatively higher 
income groups a number of alternative 
forms of incentives such as one or two 
additional inciemcnta of salary, pre¬ 
ference in allotment of living quaders, 
etc: will have to be provided for the 
further success of fanvly .planning pro¬ 
gramme among them. 

It was also observed that among lower 
income groups there is as yet consider- 
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able amount of misunderstanding about 
Sterilization—that it makps men impotent; 
that it de-sexes castrated person; that 
people laugh at them by calling them 
‘a harmless goat* and so on. Under such 
circumstances, cash incentives cannot 
play effective role. This only shows urgent 
need for more wider and more effective 
extension work. 


With the acceptance of economic plan¬ 
ning in India since 1950, a number of 
programmes and schemes have come to 
be introduced in various fields to attain 
certain specified and desirable objectives 
as for example cash incentives for family 
planning. Bui often it is not known whether 
the programmes have succeeded in 
attaining their objectives. Hvcn when 
a programme fails, ii is continued because 
meanwhile vested interests would have 
been built up that oppose abolition or 
even modification of the scheme. This 
fact emphasises the urgent need of criti¬ 
cal assessment of functioning of various 
schemes with a view to bringing about 
suitable changes in the programmes to 
make them more effective. This study has 
clearly indicated the limits of cash incen¬ 
tive scheme for family planning among 
industrial workers. It also shows the 
necessity of supplementary steps that 
need to be taken, if cash incentive scheme 
is to prove more effective. 


ALL ABOUT THE CHILD 


A seminar was organised in February 
1980 as part of the national programme 
in recognition of the year 1979 which was 
declared by the United Nations as the 
‘International Year of the Child*. A 
number of specialists from different dis¬ 
ciplines wrote papers for the seminar. 
These papers which make up Demographic 
and Socio-Economic Aspects of the 
Child in India cover demographic, econo¬ 
mic, nutritional, health and social as¬ 
pects of the child. Since the children 
of today are the future citizens 
of India, it can hardly be overemphasised 
that the environment in which they are 
brought up and the way their problems 
arc solved and opportunities provided 
for all-round development of their talent 
and latent faculties should be a matter 
of great concern for us all. Hence the 
great significance of this book. 


K.P. Pathak and F.C. '-ikmik: have 
shown that the child population in India 
has been growing at a faster rate than 
total population of the country. Thus the 
share of child population in total popula¬ 
tion of the country increased from 38 
per cent, in 1901 to 42 per cent in 1971. 
It is also observed that the share of child 
population in respective total population 
is greater in rural than in urban areas, 
both at the national and State IcveK 

At the all-India level a large gap bet¬ 
ween literacy rates for male and female 
children of the age-group 10-14 is obser¬ 
ved. This difference is more pronounced 
in rural areas. It is observed that child 
marriages are still in vogue in the country 
to a considerable extent. It is seen that 
in States where literacy rates are high 
among female children, especially in rural 
areas, the incidence of child marriage 
among females is lower. 

Demographic Transition 

Asok Mitra has discussed the widely 
accepted view that “India is on the path 
of the demographic transition. “He con¬ 
tends that . .the demographic gap has 
not reached its peak as yet before it begins 
to narrow*", and he goes on to argue 
that . . unless certain very important 
social, demographic and economic im¬ 
provements take firm roots pretty quick¬ 
ly, the path of steady demographic transi¬ 
tion in the country will continue to elude 
us”. And if that happens, according to 
Mitra, . .it will be difficult to ensure 
the future of the children in this coun¬ 
try. . ” 

A number of authors analysing the 
nature of relationship between' child 
mortality and fertility have arrived at 
the important conclusion that . .the 
necessary condition for achieving a sus¬ 
tained and substantial reduction in the 
fertility level in India is that infant mor¬ 
tality should be below 60 per 1000 live 
births.’* There appears to be thus direct 
relation between child mortality and 
fertility, both moving in the same direc¬ 
tion. 

S.P. Jain's analysis reveals that even 
though child mortality in India has been 
declining over years, it is still comparati¬ 
vely high. Rural and urban differen¬ 
tials in this regard arc very pronouned. 


According to P.J. Bhattacharjee, .mi'*' 
low level of literacy, the large pro¬ 
portion of rural population, poor nutri¬ 
tion, unsatisfactory housing condition? 
lack of sanitation, non-availability of 
drinking water, particularly in rural areas, 
and early marriages are the major con¬ 
tributory factors to the higher level of 
infant mortality in the country.” 

Child Labour 

There are a number of articles on child 
labour, their occupational pattern, cost 
and benefit from children and their econo¬ 
mic value. Ms. Nirmal Sawhney found 
that . .prevalence of child labour 
the age-group 5-14 is quite high, child 
marriage being an important cause of 
higher level of economic activity among 
children. Ms. K. Dandekar observed 
that “ . .the utility of children to the 
poor is much more than their cost to 
them.” 

Discussing organisation and effective¬ 
ness of maternal and child health pro¬ 
grammes in the country, a number of 
authors have emphasised the importance 
of adopting an integrated approach in. 
the matter, the main components of the 
integrated approach being improvement 
of nutritional levels of children through 
provision of supplementary food, impro¬ 
vement in environmental sanitation 
through provision of safe drinking watci, 
sanitary disposal of human excreta and 
sullagc, improvements in the personal 
hygiene of mothers and children through 
well organised health education pro¬ 
grammes, prompt treatment of parasi¬ 
tic and infectious diseases and immuni¬ 
sation of children against common com¬ 
municable diseases. Thus simultaneous 
action is necessary on five fronts nutri¬ 
tion, environmental sanitation, health 
education, immunisation, and treatment 
of parasitic and infectious diseases. Un¬ 
less this integrated approach is adopted, it 
is believed that no substantial results car. 
be achieved in the matter of child wel¬ 
fare and in reducing further child mor¬ 
tality rate. 

Discussing the problem of child edu¬ 
cation, G. Rama Bao has observed that 
during the course of last twenty years 
considerable progress has been achieve^ 
in the field of primary education. But it 
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is also observed that tWtf is enormous 
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wastage and neglect of education of girls, 
^specially in rural areas, 

^Malini Karkal and G.A Panse have 
shown that the problem of child education 
is especially acute in tribal areas where 
enrolment is very much below the national 
level and percentage of dropouts much 
higher. This is because tribals still re¬ 
gard children as a source of economic 
gain to the family. 

This voluminous book contains enor¬ 
mous amount of useful information about 
children in India. The book takes readers 
into a totally new world of children in 
|£ndia. It is extremely unfortunate that 
throughout the period of planning 
children in India have not received re¬ 
quisite attention. Problems of children 
in India, especially those in rural and 
tribal areas, require uigent attention. 
All this is necessary both for the welfare 
and happiness of children who form a 
substantial segment of the total popula¬ 
tion of the country as also to effectively 
evolve and implement a family planning 
programme and population policy. Papers 


in our information regarding children 
in India and by implication point to the 
appropriate policies that need to be evol¬ 
ved and followed in dealing with the 
overall problems of population in India. 
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THE GWALIOR RAYON SILK MFG. 
(WVG.) CO. LTD. 

ENGINEERING ft DEVELOPMENT DIVISION 

P. O. BIRLAGRAM-456331, NAGDA 


Pioneer manufacturers of complete range of equipment required for 
viscose staple fibre and filament plant, mainly consisting of-slurry 
mixer, homogenizer, slurry press, alkali cellulose ageing drum, xanthator, 
dissolver, staple fibre and filament spinning machines, after treatment 
machine, dryer, staple fibre baling machine, electro-thermic carbon-bi¬ 
sulphide plant, contact sulphuric acid plant, condensers & chillers for 
refrigeration plant, tube and shell type heat exchangers of mild steel, 
stainless steel F.R.P. and graphite construction, rubber-lined rollers A 
vessels required in chemical plants, F.R.P. exhaust fans, valves, pumps 
and ducting etc. 
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The company has exported sophisticated rayon plant machinery for 
the first time to South Korea and Thailand. We received ‘I.C.M.A. 
Award for Export of Technology' for 1976 in recognition of export of 
a developed technology for the manufacture of viscose staple fibre. 
‘Award for Export Excellence' for 1975-76 has also been conferred by 
Engineering Export Promotion Council for outstanding performance in 
exporting man-made fibre plant and rayon machinery. 


The company is also supplying machinery & equipment to Messrs 
Century Rayon for 20000 tonnes per annum capacity rayon grade 
pulp plant. 
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Cement: Low Capacity Utilisation 


The cl*memt industry is facing an acute 
shortage of coal and according to the 
Cement Manufacturer's Association 
(CMA) nearly 20 units are on the verge 
of closure. The coal supply crisis faced 
by the cement industry was reported to 
be due to poor movement of coal by the 
railways. The cement industry’s pro¬ 
duction target of 20 million tonnes this 
jjfear, it appears, might not be achieved 
if coal supply does not improve immedia¬ 
tely. The industry has been operating at 
a low capacity utilisation. Against 90.2 
per cent utilisation in 1978, the cement 
industry was able to utilise only to the 
extent of 81.7 per cent in 1979. In the 
first nine months of the current calendar 
year the capacity utilisation has been 
70.8 per cent. 

Mr N.A. Palkhivala, Chairman of the 
Associated Cement Companies Ltd, 
H|krintcd out recently that never before 
was capacity utilisation so low while 
consumers clamoured for supplies. Never 
before was the black market premium so 
high as it is now—200 to 300 per cent. 
Never before was so much black money 
generated by unscrupulous middlemen, 
while honest producers were denied the 
most elementary justice embodied in the 
High Level Committee’s recommenda¬ 
tions regarding cement pricing”, he added. 

The inadequacy of power and trans¬ 
port has also been responsible for low 
§pilisation of the installed capacity. The 
Government has been trying hard to 
create more and more capacity, while 
utilisation of existing capacity has shar¬ 
ply declined. This has been partly due 
to the fact that fair return is denied on 
the existing investment. “This is about as 
wise as attempting to run up a down- 
going escalator”, stated Mr Palkhivala. 
What the cement industry needs des¬ 
perately today is a higher utilisation of 
the existing capacity, in priority to an 
increase in the installed capacity. Dur¬ 
ing 1980-81, the installed capacity will be 


optimistic forecast of production is only 
18 million tonnes, which means a capa¬ 
city utilisation of only 71 per cent. 
The cement industry is busy implement¬ 
ing schemes designed to increase the 
capacity from 22.8 million tonnes in 
April 1980 to 45 million tonnes by April 
1985. For such execution of capacity it 
is necessary ^that the industry is allowed 
a reasonable return on its investment. 

The Sixth Five-Year Plan proposes an 
increase in coal production from 103.77 
million tonnes in 1979-80 to 157 million 
tonnes in 1984-85. This also seemed 
rather optimistic in view of the fact 
that production of coal increased from 
100 million tonnes in 1975-76 to only 
103.77 million tonnes in 1979-80. 

i 

The High Level Committee headed by 
Mr Lavraj Kumar had recommended a 
cement price which was based upon the 
cost structure prevailing in July 1978, and 
on the basis of its Teport, the three- 
tier price formula (Rs 185, Rs 205 and 
Rs 220 per tonne for low, medium and 
high cost units respectively) was brought 
into force from May 3, 1979. That 
committee had fairly recommended that 
adjustments in price, to take care of 
escalations in cost, “should be worked 
out every quarter”, but the Gove r nment 
decided to review the prices only annually. 
Even on the basis of an annual review 
(which leaves the higher costs of many 
months’ production uncovered), Mr 
Palkhivala suggested that the cement 
industry should have been given a price 
increase of Rs 28.54 per tonne from May 
3, 1980 (Rs 11.14 representing cost 
escalations between July 1978 and May 3, 
1979, plus Rs 17.40 for the 12-month 
period ending May 3, J980). Instead, 
the Government granted an increase of 
only Rs 13.65 per tonne. 

The injustice was compounded by 
denial of even this meagre increase in 
the case , of new units and substantial 
, expansions—although the Government 
importing, two millioo tonncs of 


cement at a price of more than Rs&OtiifH 
per tonne or more than three times the 
price allowed to the indigenous manu-3 ; 
facturer. 

The price structure of the industry js 
based upon the premise that the industry 
will achieve a minimum capacity utili¬ 
sation of 85 per cent. This is no longer 
a valid assumption, because the Govern¬ 
ment which has full control over the 
supply of coal, oil and power is unable 
to provide the infrastructural facilities. 

In the case of the cement industry, every 
five per cent decrease in capacity utilisa¬ 
tion means a loss of Rs 5 per tonne. The 
loss of production due to shortages of 
coal and power alone was 21.87 per cent 
in case of ACC’s capacity, Mr Palkhivala 
said. In 1979-80, nine out of seven¬ 
teen ACC plants ceased to be profit 
centres. 

The Associated Cement Companies has 
successfully completed the expansion 
programme at Wadi, CHanda and Jumul 
plants, adding 460,000 tonnes to the 
installed capacity. This expansion pro¬ 
gramme incorporates the precalcinator 
technology acquired from Mitsubishi of 
Japan. The further expansion program¬ 
me for an additional 1.56 million tonnes 
is under way, but its progress is hamper¬ 
ed by the reduction in the generation of 
internal resources consequent upon the, 
denial of a fair price. 

The ACC is giving special thought to 
the problems of the loss making factories. 
At those factories, a high octane perfor¬ 
mance is out of the question, but the 
company is hoping to improve the per¬ 
formance and production with the tech¬ 
nical assistance of Ciments Lafarge of 
France whose consultancy services and 
recommendations seem to be very pro¬ 
mising. ACC is also actively looking into 
the possibility of conversion from the 
wet to the dry process at those of its 
plants where such conversion is commer¬ 
cially viable. 

—•Harde? Singh 
December 5, 1980 
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The Growing Distance 

T»C.A* Srinivasa-Raghavan 


On Ffbjumkv 2, 1955, the 
first Indo-Soviet agreement on 
economic cooperation (for the 
construction of the Bhilai 
steel plant) was signed. Since 
then, there have been many 
such agreements relating to 
collaboration, trade and aid. 
But alas, the promise of the 
fifties and sixties has not kept 
pace with the reality of the 
seventies, for the economic im¬ 
portance of the USSR to India 
has diminished. Be it trade, aid, 
or technology, Russian contri¬ 
bution has declined. A re¬ 
view of the trends proves in¬ 
structive. 

Public Sector 

It is well known that a ma¬ 
jority of India's public sector 
undertakings have been set 
up with Soviet assistance. 
There are Bhilai and Bokaro 
steel works; there is the Indian 
Drugs and Pharmaceuticals 
Ltd, there is Bharat Heavy 
TiecUicals; there is the Heavy 
Engineering Corporation; 
there is the Oil and Natural 
Gas Commission; and many 
others, numbering about 70 
in all. The Soviet Union is 
also involved in the setting 
up of the Visakhapatnam 
steel plant and the aluminium 
project at Korba. Soviet as¬ 


sistance was also available in 
the development of India's 
coal industry such as for the 
mines at Banki, Surakachar 
and Manikpur and the coal 
washing unit at Kathua, to 
name just a few. In oil ex¬ 
ploration, too, the Soviet 
Union lent a hand—the reser¬ 
ves at Cambay, Ankleshwar, 
Rudrasagar, Kalol and Bom¬ 
bay High were all discovered 
with Soviet help and the Bar- 
auni and Mathura refineries 
have been set up with Russian 
collaboration. The Russians 
have done their bit in power 
generation as well and there 
are 10 thermal stations set up 
with their help which produce 
three million kilowatts of elec¬ 
tricity. As is obvious from 
the above resume, India has 
been the recipient of Soviet 
assistance in all the key sec¬ 
tors of its economy. 

Less Fruitful 

But the partnership, which 
has been long, has shown 
signs of becoming less fruitful. 
There is an increasing tend¬ 
ency amongst the public sec¬ 
tor undertakings to turn to 
western and non-Soviet sour¬ 
ces for expansion and diversi¬ 
fication programmes. Thus, 
while the HEC and BHEL 
look to the Federal Republic 


of Germany and the USA, the 
ONGC has turned to America 
and Hungary; thelDPL (which 
had such a bad experience with 
Soviet technology) has joined 
hands with the Italians even 
as the MAMC has secured 
British know-how; Instru¬ 
mentation India has gone Ja¬ 
panese and Bokaro has can¬ 
celled the Soviet tie-up for 
cold rolling mills. 

Economic Sense 

There is sound economic 
sense in all that is happening. 
Dur-ing the early stages of 
India's industrialisation, even 
though Russian technology was 
not as good as its western 
counterpart, the unwilling 
ness of the latter to support 
public sector projects and the 
attractive terms offered by the 
Soviets—credits with 2.5 per 
cent interest payable over 12 
years as opposed to the 6 or 
7 per cent charged by western 
sources—proved decisive in 
making India's mind up. 

Since then, however, things 
have changed. The public 
sector has learnt to stand on 
its own feet and western atti¬ 
tudes have mellowed. More¬ 
over, while Soviet credit terms 
have not changed at all, west¬ 
ern aid has become more at¬ 
tractive, For these and perhaps 


some other reasons, India has 
chosen to look away from the 
Soviet Union incteasingly. 

Trade Ties 

A similar feature is notice¬ 
able in trade too. Although 
Indo-Soviet trade since 1973, 
when Mr Brezhnev last visited 
India, has doubled, the in¬ 
crease has been in nomina] 
rather than real terms. Some 
idea of the manner in which 
statistics can mislead can be 
had when one finds that almost 
66 per cent of Soviet exports 
to India consist of crude oil 
whose price has risen by over 
800 per cent since 1973, 

In real terms, however, the 
facts are as follows. The peak 
year for imports of Soviet 
goods was 1969-70 when the 
Soviet share of India’s imports 
reached 10.8 per cent. This 
was followed by a sharp de¬ 
cline till 1974-75 when the 
figure reached 8.9 per cent. In 
the following year it slipped 
further to 5.6 per cent but has 
been increasing slowly in the 
subsequent years. In 1978-79 
it stood at 7 per cent. On the 
exports side the Soviet share 
of Indian exports was the hig¬ 
hest in 1972*73 at 15.46 per 
cent. It fell fairly sharply 
after that to less than 10 per 
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Indo-Soviet Cooperation 


. cent but improved again to 11 
““■per cent in 1978-79. The 
1978-79 recovery, of course, 
was largely due to substantia] 
repayment of the wheat loan 
of two million tonnes taken in 
1973-74. 

So it is again seen that while 
the Soviet Union is important, 
it is not as important as it was 
during the sixties. But the 
chances are that Indo-Soviet 
Itrade will become healthier. 
B^articularly in view of the in¬ 
creased oil supply and the 
rice-for-crude deals. Here it 
must be mentioned that the 
Soviets are behaving in a less- 
than-generous manner. They 
could quite comfortably sup¬ 
ply India this year with 5 to 6 
million tonnes of crude which is 
just about one per cent of their 
total oil production. Since 
they have agreed to supply 
only 2.5 million tonnes, it is 
roifficult not to infer that they 
are looking for a more suitable 
quid pro quo in the form of 
Indian purchases of plant and 
equipment. India’s recognition 
of the Heng Samarin regime 
in Kampuchea does not seem 
to have satisfied the Soviet 
appetite fully. It would also 
be futile to imagine that they 
will make more than token 
amends to assuage Indian fee¬ 
lings after their extraordinary 
pponduct over Mr Reddy’s ban¬ 
quet. In economics, there is 
no room for sentimentality. 

Aid Facility 

The current year marks the 
25th anniversary of Indo- 
Soviet collaboration. It is also 
the year when Indian debt ser¬ 
vicing (in the form of repay¬ 
ments of principal and inter¬ 
est) exceeds the entire aid 
received from the Soviets. 
Objectively, therefore, there 


is less cause for celebration 
than would otherwise obtain. 

The Soviet aid has never 
been of very large dimensions. 
The West has always led the 
league and now the members 
of the OPEC too have over¬ 
taken the Soviet Union. The 
figures speak for themselves. 
Until 1979-80, total Soviet aid 
amounted to just Rs 891.1 
crores, whereas the World 
Bank and the IDA had given 
Rs 3868.42 crores. The USA 
had contributed Rs 4,320.11 
crores, excluding the more 
than one billion dollars under 
PL-480. 

Lower Levels 

On the contrary, the Soviet 
Union had ceased to be 
net donor by the mid-sixties. 
Following the slowing down 
of Plan investment in 1965 
and India becoming less de¬ 
pendent on capital goods im¬ 
ports, Soviet aid disbursements 
reached very low levels. About 
half the 300 million rouble 
ciedit of 1966 remains unspent 
as do Rs 40 crores from the 
1957 and 1959 credits. The 
Soviet Union made available 
another 250 million roubles 
credit in 1977. But it is still 
to be utilised. 

Lest this be taken to mean 
that while the Soviets were 
willing to give, India was un¬ 
willing to utilise, it is useful 
to bear in mind that Soviet 
terms were quite unattractive. 
If Soviet intentions had been 
truly pbilanthrophic, they 
could have made available the 
aid for commodity imports. 
But not only did they refuse 
to do that, they also declined 
to give any debt relief during 
the foreign exchange crisis of 
1974. Another factor to be 
borne in mind is the devalua* 
tion of the rupee in 1966. As 


a consequence, India's repay¬ 
ment liability increased by as 
much as 57 per cent just when 
fresh disbursements slowed 
down. Not surprisingly, there¬ 
fore, repayments outstripped 
inflow in the subsequent years. 

1 he above recital of facts 
should not, however, be a 
cause for undue pessimism. The 
eighties are likely to be rather 
more cheerful than the seven¬ 
ties. The mere fact that aid 
receipts have been low for the 
past 12 years means that re¬ 
payments will be correspond¬ 
ingly low for the next 12 
years. Furthermore, the big 
hump in repayments has been 
crossed, so that aid receipts 
are once again likely to ex¬ 
ceed repayments. 

Similarly, Indo-Soviet col¬ 
laboration too is likely to 
pick up, The Soviets are col¬ 
laborating in a number of 
projects such as the Visakha- 
patnam steel plant, the East 


Coast alumina project, the Sih- 
grauli and Raniganj coal pro¬ 
jects, the Malanjkhan copper 
project and the Sukhiuda nic* 
kei scheme. Bhilai and Bok- 
aro are also being expanded/ 
with Soviet collaboration. The 
trough in economic relations 
would thus seem to have been 
reached and, while the heights 
of the sixties may not be scal¬ 
ed, some improvement is de¬ 
finitely indicated. 

In fairness, however, it must 
be stated that all these new 
projects are really ‘old’ ones 
in the sense that they have 
been talked about for long. 
It is to be seen now whether 
Mr Brezhnev’s visit will lead 
to truly new areas of colla¬ 
boration. Much depends on 
the Soviets and their percep¬ 
tion of potential gain in col¬ 
laborating with India. On its 
part, India has steadfastly 
stood by the Soviet Union 
contretemps and invasions in¬ 
cluded. 
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MHPROHEXPORI 

FOR STEEL 

TECHNOLOGY FROM 
START TO FINISH 


V/O TVAZHPROMEXPORT 
renders technical assistance in budding^ 
complete, integrated projects in Steel 
Ferro alloy metallurgy, covering 
every department from coke plants to 
refractory manufacture, from ore mining 
to rolling and steel shaping. 

V/0 TYAZHPROMEXPORT 
has played a vital role in developing and 
assisting several projects in India The 
Bhilai Steel Plant and the Bokaro 
Iron £* Steel Plant have been built 
with TYAZHPROMEXPORT 
assistance. And now 
TYAZHPROMEXPORT is 
assisting in the expansion 
of these plants. 

The new giant steel project to be 
set up at Visakhapatnam will be 
another landmark in 
TYAZHPROMEXPORT s technical 
assistance to India. 


P/ooso <>// ‘'nqutrt(*s to 

V 0 lYflZHPROMEHPORT 

18/1. Ovehinmkovskaya nab . Moscow, 113324, USSR 

Cables : Moscow 'Tyfihpromexport 

Telephone 220 16 10 Trlex 7351 

or Office of the Coonsdlor for t conomic Affairs 

USSR f mhassy, New Delhi telephone 697004. 697007 
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Indo-Soviet Cooperation 

25 Years of Economic Collaboration 


Economic cooperation bet¬ 
ween India and the Soviet 
Union has covered a span of 
25 years beginning from Feb¬ 
ruary 2, 1955, when the first 
Soviet-lndian economic agree¬ 
ment was signed for the cons¬ 
truction of the Bhilai Steel 
Plant. Today, this coopera¬ 
tion embraces almost the en¬ 
tire range of India’s economy, 
vital sectors of industry, agri¬ 
culture, science and techno¬ 
logy and trade. 

Soviet assistance to India 
has been in oil exploration, 
refining, metallurgy, power 
generation, manufacture of 
precision instruments, drugs, 
heavy and light machinery, 
setting up of agricultural and 
^.sheep-breeding farms, and in 
r a number of other fields. It 
has been instrumental in the 
construction of over 70 pro¬ 
jects contributing to the deve¬ 
lopment of basic and heavy in¬ 
dustries in the public sector. 
Among the projects of Soviet- 
lndian cooperation, four en¬ 
terprises are in the field of 
ferrous and non-ferrous metal¬ 
lurgy, seven in coal and min¬ 
ing industry, eight in oil in¬ 
dustry, six in machine-building, 
MO power stations, six agri¬ 
cultural projects, and 10 aca¬ 
demic and scientific institu¬ 
tions. The main featuies of 
these projects are outlined 
below : 

Steel 

Two steel plants, built with 
Soviet assistance, are meeting 
a large part of India’s steel re¬ 
quirements. The Bhilai Steel 
Plant alone produces one-third 
ppf the country’s steel. Bokaro, 


the second giant plant, for 
which the USSR gave the most 
advanced and sophisticated 
technology in steel, is today 
the major supplier of pig iron 
to India’s foundaries. Both 
Bhilai and Bokaro are now 
being expanded to 4-million - 
tonne capacity. This will be 
raised to 5.5 million tonnes 
(Bokaro) and 5 million tonnes 
(Bhilai). 

Bhilai has provided man¬ 
power to various public sector 
projects, particularly to Bokaro 
plant, HMBP in Ranchi. BHEL 
in Hardwar and MAMC in Dur- 
gapur. All these projects too 
have been set up with Soviet 
assistance. The MECON, in 
Ranchi, today carries out all 
design work for enterprises of 
ferrous and non-ferrous metal¬ 
lurgy on the basis of Soviet 
technical documentation. 

A new 4-million tonne capa¬ 
city steel plant is being set up 
in Visakhapatnam in Andhra 
Pradesh with Soviet as¬ 
sistance. The USSR has com¬ 
mitted a major financial assis¬ 
tance of over Rs 2,000 crorcs 
for this plant. The plant will 
have the largest coke ovens 
and blast furnaces, as also 
latest technology. 

Power Development 

Apart from providing 10 
thermal and hydro-power sta¬ 
tions in various parts of India, 
ensuring an additional generat¬ 
ing capacity of 3.4 million kw, 
the USSR also helped India to 
set up the Hardwar Heavy Elec¬ 
trical Equipment Plant. Today, 
this plant meets about 50 to 60 
per cent of the needs of the 
country for new high-capacity 


generators. Built with Soviet 
technical documentation, the 
Hardwar plant, the largest 
enterprise of its kind in South- 
East Asia, has mastered the 
manufacture of 100, 200 and 
210 MW turbo-generators that 
arc not produced in any other 
developing country. The maxi¬ 
mum capacities of generators 
produced in the plant arc: for 
steam 200 MW, tuibo 235 
MW and hydro 115 MW. 

The turbo and hydro sets 
produced at HEEPhave been 
installed at several stations in 
India and are working success¬ 
fully. As a result, BHEL has 
emerged as a major plant 
in the world and is now com¬ 
peting in the world markets. 

A major effort is being direc¬ 
ted towards developing the 
MHD (Magneto-Hydro Dy¬ 
namics) generator with Soviet 
technical know-how, which is 
considered highly economical 
compared to the traditional 
methods of power generation. 

The Soviet scientists are also 
cooperating with Indian scien¬ 
tists in the development of 
solar energy. 

Coal 

Coal development has be¬ 
come a task of major impor¬ 
tance for India in view of the 
world oil crisis. In the ’60s, the 
USSR helped to develop two 
deep and one open cast mine in 
Korba, set up a repair work¬ 
shop there for mining machi¬ 
neries, a coal-processing plant, 
and a plant for the manufac¬ 
ture of mining machihery at 
Durgapur. The USSR is now 
providing India assistance for 
developing three new coalfields 


—Singrauli, Ramgarh and, 
Raniganj. When these are fully 
developed, they can add 70-8<f 
million tonnes of coal. 

Of great significance was 
Soviet assistance in building 
the mining equipment project 
at Durgapur, which has a capa¬ 
city of 45,000 tonnes of machi¬ 
nery and equipment already. 
As a result, India has become 
self-sufficient in coal-mining 
machinery. 

The USSR is now helping to 
set up a major workshop at 
Singrauli for the repair and 
maintenance of mining machi¬ 
nery and their productions, 
as also new mining tech¬ 
nology. 

The USSR is also providing 
assistance to the mining in¬ 
stitutes at Dhanbad, as also to 

a design institute at Durgapur. 
* 

Oil 

Soviet oil experts exploded 
the myth that India has no oil, 
and the Indian Oil industry is 
largely created through Soviet 
assistance, which has been 
comprehensive. In the oil¬ 
refining field, the USSR rende¬ 
red India assistance in cons¬ 
tructing two public sector re¬ 
fineries at Koyali and Barauni 
with a capacity to process 
three million tonnes of oil per 
year each, India's largest refi¬ 
nery of six million tonne capa¬ 
city at Mathura, built with 
Soviet assistance, will be com¬ 
missioned in 1981. During 
these years of cooperation in 
this field, the USSR supplied 
oil-drilling equipment and 
other materials valued at over 
Rs 120 crores, deputed more 
than 1,500 specialists and pro- 
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Whatever your need in the world of power all you 
need is to call BHEt—Bharat Heavy Electricals 
Limited One ot the top ten power plant equipment 
manufacturers in the world BHEL offers the widest 
spectrum ot products and services for power 
generation transmission and utilisation all under 
ono roof * Incorporating the latest technology in 
the field 

In thermal power BHEL manufactures Boilers and 
Tuibesets up to 500 MW Transformers Switchgear 
and Capacitors up to 400 kV In hydel power it 
menufdc lures power equipment for Francis Kaphn 
and P I ton type turbines as well os reversible pump 
turbmi« 

BHEL offers these not |ust as individual equipment 


toil 






but as a total turnkey capability in power systems 
A capability that $ backed by a staff strength of 
over 60 000 people inc ludmg nearly 9 000 trained 
engineers 

BHEL- in the world of industry 

BHFL also offers a wide range of industrial 
equipment—including compressors industrial 
turbosets large electrical motors and controlgear 
pumps traction equipment and heat exchangers ft 
undertakes systems en jineenng design of control 
schematics erection and commissioning of such 
equipment Serving major industries like Cement, 
Steel Mining Paper Fertiliser Petroleum, 
Petrochemicals Railways and more 
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ed industrial training in die 
SR for nearly 400 Indian 
engineers and workers. Besi¬ 
des, almost 8,000 Indian spe¬ 
cialists have undergone practi¬ 
cal training directly at the 
working sites. The long-term 
programme envisages introduc¬ 
tion of electro-prospecting 
operations using magneto-tellu¬ 
ric method in the Tripura 
region, updating methods of 
geophysical exploration, ex¬ 
pediting construction of the 
rwo oil institutes, improving 
methods of oil production in 
India and preparing a long¬ 
term techno-economic perspec¬ 
tive plan for the period 1981- 
1990 for the exploration and 
exploitation of on-land oil and 
natural gas reserves. 

Non-Ferrous Metals 

The Korba Aluminium Plant 
set up with Soviet assistance, 
is the largest plant of its kind 
in the country, with an annual 
capacity of 100,0(0 tonnes of 
aluminium The USSR has 
now offered assistance to set 
up another 600,000 tonne alu¬ 
mina plant in Andhra Pradesh 
under the long-term coopera¬ 
tion programme. Under this 
programme, the USSR will 
provide credit, equipment and 
technical assistance to setup 
the plant, and take back alu¬ 
mina in lieu of payment. 

Taking into consideration 
the importance of non-ferrous 
metallurgy for the overall in- 
dustrial development of India, 
the USSR is helping India in 
the benefioiation of polyme¬ 
tallic ores. 

Soviet assistance to setup 
a public sector medical indus¬ 
try was like an insurance 
against blackmail by the mul¬ 
tinational drug houses in India, 
foday, the Hyderabad bulk 


drugs plant, the antibiotic 
plant at Rishikesh and the 
instrumentation plant in Mad¬ 
ras, sef up through Soviet as¬ 
sistance) and other public sec¬ 
tor plants set up by India, 
provide a strong base for an 
Indian medical industry. 

The Rishikesh plant meets 
much of the demand for life¬ 
saving antibiotics, while the 
Hyderabad plant meets most 
of the demand for bulk drugs. 
Today, the public sector has a 
share of 40-50 per cent of the 
medical industry and a decisive 
position in bulk drugs. 

The USSR is also a major 
buyer of pharmaceuticals from 
India. The two countiics have 
plans to cooperate in the 
production of medicines m 
India from bulk drugs supplied 
by the USSR for export to 
Third World countries. 

The cooperation in public 
health and medicine is a conti¬ 
nuing process, and the USSR 
provides India the know-how 
on the latest formulations 
developed in the USSR. 

India also hopes to secure 
Soviet technology for the pro¬ 
duction of rifampicin and lam- 
prene, used for TB and leprosy 
respectively. 

Heavy Machinery 

The Heavy Machine-Build¬ 
ing Plant at Ranchi, setup 
with Soviet assistance, with a 
capacity to produce 80,000 
tonnes of heavy equipment 
and machinery, is a plant of 
great significance to the self- 
reliance of the country in 
heavy machinery. The USSR 
continues to provide conside¬ 
rable assistance to the plant 
in developing design technique 
and in utilising its full capa¬ 
city. To this effect, it placed 


an order for 20,000 tonnes of 
equipment for use in Soviet- 
aided projects in Third World 
countries. A major order was 
placed in 1979 by the USSR 
for 70,000 tonnes of equipment 
and machineries from Ranchi 
plant. 

The significant thing is that 
the Soviet orders are mostly 
for new items of equipment, 
which would be manufactured 
according to Soviet design and 
supervision. In the process, 
the Indian engineers are ex¬ 
pected to master their produc¬ 
tion. 

Agriculture 

Cooperation in the field of 
agriculture began in 1956, 
when the USSR helped India 
to set up a State Farm at Surat- 
garh in Rajasthan. Later, the 
USSR helped India set up the 
Jetsar Farm in Rajasthan and 
five more State Farms in diffe¬ 
rent parts of the country. Ano¬ 
ther significant area of Soviet 
cooperation is in the develop¬ 
ment of animal husbandry. 
Already, the USSR has sup¬ 
plied over 10,000 fine fleece 
Merino sheep and 250 Kara¬ 
kul sheep. The USSR has also 
helped to set up a goat farm. 
Apart from augmenting meat 
supplies, animal husbandry has 
great significance for wool and 
woollen industry development. 

The USSR has supplied 
about 60,000 tractors for farm 
mechanisation and is assisting 
India to develop sunflower and 
beetroot, which is, signifi¬ 
cant to the edible oil situa¬ 
tion in the country, and also 
for the sugar industry. 

Following the major agree¬ 
ment signed earlier this* April 
between India and the USSR 
in the field of irrigation, the 


USSR is to provide know-how 
in the construction of canals 
using (he “directional” tech¬ 
nique of blasting, a plant to 
manufacture pre-fabricated 
materials for canal construc¬ 
tion, and also know-how for 
construction of certain type* 
of dams. 

India and the USSR are 
cooperating in the field of fun¬ 
damental research in agricul¬ 
ture, which has long-term 
significance in the development 
of high-yielding varieties of 
plants. The USSR is also 
helping India in developing 
its food and fishery industries. 

In April this year, the USSR 
gifted rupees one-crore worth of 
farm machinery for the Surat- 
garh Farm, which has become 
a training ground for middle- 
rank farm technicians. 

Other Assistance 

The Kota Instrumentation 
Plant in Rajhsthan, set up with 
Soviet assistance, produces 
sophisticated control instru¬ 
ments for use in steel, chemi¬ 
cal, oil and other industries. 
The Calcutta Tube Railway 
Project is another significant 
area of cooperation. Coope¬ 
ration between the two coun¬ 
tries in developing a shipping 
line, which has now a turn¬ 
over of one million tonne 
cat go, and Soviet assistance 
to develop India's shipping 
industry and telecommunica¬ 
tion are of utmost significance. 

Under the long-term pro¬ 
gramme of cooperation, the 
USSR will help India to deve¬ 
lop the pulp and paper indus¬ 
try, textiles (equipment), phar¬ 
maceutical industry, and build¬ 
ing materials. The entry of 
the USSR into the light indus- 
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STC extends 
a hearty welcome 

toH.E. 

Mr. Leonid Brezhnev 

General Secretary 

of the Central Committee of the CPSU, 
President of the Presidium 
of the USSR Supreme 
Soviet 

Today, with the visit of 
H.E. Mr. Leonid Brezhnev, 
the age-old India-USSR ties 
will be further strengthened. 

In many, many ways. 

And so, STC, as India’s 
premier international 
trading house, joins the rest 
of India in welcoming Mr. 

Leonid Brezhnev to India. 
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tries has momentous signifi¬ 
cance. 

Trade 

, The rapid development of 
^ trade between the two eoun- 
* tries—from Rs 17.5 million in 
1953-1954 to Rs 1,300 crores 
by the end of 1979—is indeed 
a remarkable achievement. The 
introduction of the rupee pay¬ 
ment system at a time when 
India had little foreign ex¬ 
change enabled India to buy 
capital goods from the USSR 
for rupees. 

The steady growth in the 
purchase of agricultural items 
by the USSR like tea, jute, 
cashew, coffee, spices, etc, had 
a significant impact on the 
growth of these sectors. From 
the ’60s, the USSR has emeig- 
ed as a major buyer of India's 
manufactured items, especially 
j^of the light industries such as 
woollen knitwear, footwear, 
spectacle frames, vacuum fiasks, 
wire ropes and others. From 
the ’70s, the USSR has been 
buying engineering goods and 
heavy equipment, ready-made 
garments, carpets, drugs, handi¬ 
crafts, etc. 


Indo-Soviet trade is not 
merely an exchange of com¬ 
modities. It also reflects the 
growing understanding and 
friendship between the two 
countries and their concern 
for each others vital needs. 
Mention should be made of the 
JNDFAIR-79, when the USSR 
and India transacted business 
worth over Rs 150 crores. 
These gains have now become 
common and represent a higher 
level of trading relations. 

Science & Technology 

Indo-Soviet cooperation in 
science and technology began 
in the early fifties. This was 
given a fresh impetus by an 
agreement signed in 1972, en¬ 
visaging cooperation in fields 
like lasers, crystal growth, 
cybernetics, magneto-hydro- 
dynamics (MHD), petro¬ 
chemistry, machine-tool build¬ 
ing, ferrous metallurgy, water 
conservancy, standardisation, 
as well as joint mineral and oil 
exploration. 

Among the maior institu¬ 


tions, created with Soviet as¬ 
sistance, mention may be 
made of the IIT, Bombay. Col¬ 
laboration has since branch¬ 
ed out in many other fields 
such as ground water supplies, 
geo-physical explorations, sali¬ 
nation studies, reclamation, 
micro-pulsations, electrical and 
magnetic studies, etc. 

Space Programme 

The programme of coope¬ 
ration between the two coun¬ 
tries for India’s space and 
weather studies, started with 
the establishment of Thumba 
Equatorial Rocket Launching 
Station in Trivandrum in 1962, 
was enlarged in scope with the 
signing of the historic agree¬ 
ment of 1972, which envisaged 
Soviet assistance in launching 
India’s first satellite. The suc¬ 
cessful launchings of Aryabhatta 
on Apnl 19, 1975, and Bhas* 
kara on June 7, 1979, were 
important landmarks in India's 
space history. The third satel¬ 
lite is now under fabrication. 

There has been very fruitful 


collaboration between India 
and the USSR in the develop* 
meat of India's computer, tele¬ 
communication and electfonldl 
industries in the last few year!* 1 
Under a protocol, signed re* 
cently in Moscow between the 
Indian National Science Aca* 
demy and the USSR Aca¬ 
demy oi Sciences, both coun¬ 
tries will exchange scientific 
infoimation and conduct bila¬ 
teral symposia on problems of 
mutual interest. Research in¬ 
stitutions in both the countries 
have been constantly engaged 
in pursuing studies in radia¬ 
tion and evolutionary history 
of lunar and other extra¬ 
terrestrial materials. A close 
study is also being con¬ 
ducted, with excellent re¬ 
sults, m nuclear fission and 
spallation processes, and their 
application to astro-physical 
and geo-physical problems. 
The joint biological research 
has been of tremendous im¬ 
portance to the development 
of India's agriculture. Statis¬ 
tics is another field in which 
the two countries cooperate. 


From the '60s, the USSR 
has been a mapr supplier of 
raw materials to India like 
zinc, asbestos, fertiliser, news¬ 
print, chemicals, petroleum 
products, etc. Today, Soviet 
supplies meet India's 10 per 
cent of oil needs, 15 per cent 
of fertilisers, 90 per cent of 
kerosene, 60 per cent of 
asbestos, 30 per cent of news¬ 
print, 25 per cent of zinc. The 
USSR supplies sophisticated 
items like computers, electro¬ 
nic items, heavy-duty dump 
trades, and will now add 
iiuch items as woodpulp, DDT 
and metal products. 
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Projects of Indo-Soviet Cooperation 


Projects built and com* 
missioned fully/partially 

Metallurgical Industry 

1. Bhilai Steel Plant (Madhya 
Pradesh) wilh a capacity of 4 
million tonnes of sled per year. A 
capacity of 2.5 million tonnes has 
been commissioned so far. 

2. Bokaro Steel Plant (Bihar) with 
a capacity of 4 million tonnes of 
Steel per year. The first phase with 
a capacity of 1.7 million tonnes has 
been commissioned. 

3 Korba Aluminium Plant 
(Madhya Piadcsh) with a capacity 
of 100,0 K) tonnes of aluminium per 
year A cipaciev for smelting 
75,000 tonnes of aluminium has been 
commissioned 

4. The institute of designing 
metaJliirgic il enterpi isos, MEC'ON, 
in Ranchi (Bihar). 

Cou! Industry 

5. Surkhachar Coal Mine 
(Madhya Pradesh) with a capacity 
of M million tonnes of coal per 
year 

6 Banki Coal Mine (Madhya 
Pradesh) with a capacity of 600,000 
tonnes of coal per year. 

7, Mumkpur Coal Carriei 

(Madhya Pradesh) with a capacity of 
one million tonnes of coal per year. 

8, Kaihara Coal Washery (Bihar) 
with a capacity of thiec million 
tonnes of coal per vein. 

Mining Industry 

9, Rajhara-Puhur Iron-ore Pit 
(Madhya Pradesh) with a capacity of 
Four million tonnes of ore pet year 

10 Nuulini lame Carrier 

(Madhya Pradesh) with a capacity 
of 2.1 million tonnes j»ei year. 

11. I rim Ore Pit m Dalli (Madhya 

Pradesh) with a capacity of 2 5 

million tonnes per year. 

Oil Industry 

12. Oil works of the Oil and 
Natural das Commission (ONGC) 
in Gujuiat (Auklc&hwar, Kulol, 
Navagam, etc ). The oil extraction 
in 1077-78 accounted lor 4 2 million 
tonnes. 

Id. Oil works of the ONGC in 
Assam iLakva, Rodru sugar. etc ), 
In J 977-78 the extraction accounted 
for 1.35 million tonnes of oil. 

14. Oftshnic Oil and Cias Seismic 
Prospecting (15 structures set up). 

15. Barauni Oil Rclinery (Bihar) 
with u capacity of three million ton¬ 
nes of oil pci year. 

16. Royali Oil Refinery (Gujarat) 
with a capacity of three million ton¬ 
nes of oil per year. 

17. Gas field in Cambay (Gujarat), 


with a capacity of 750,900 cub.m. 

per day, 

Electricity 

18. Neyvcli Thermal Power Sta¬ 
tion (Tannin-du) with a capacity 
of t 00,000 KW. 

19 Bhakra Hydcl-power Station 
(Punjab) with a capacity of 600,000 
KW. 

70. Korbu Thermal Power Station 
(Madhya Pradesh) with a capacity 
of 2(X\000 KW. 

2i. Obra Thermal Power Station 
(Uttar Pradesh) with a capacity of 
250,000 KW. 

22 Mcttur Hydro-power Station 
(Tamdnndu) with a capacity of 
224, (KM) KW. 

2 V Pi tratu Thermal Power 
Station (Bihar) with a cap'city of 
400,000 KW. 

24. Harduaganj Thermal Power 
Station (Uttar Pr?desh) with a 
capacity of 100,000 KW. 

25. Hirakud Hydro-power Station 
(Orissa) with a capacity of25,oOO 
KW. 

26. Balimela Hydro-power Sta¬ 
tion (Orissa) with a capacity of 
360,000 KW. 

27. Sileru Tower Hydro-power 
Station (Andhra Pradesh) with a 
capacity of 690,00) KW. 

Machine Building 

28. Ranchi Heavy M ichinc-Build- 
ing Plant (Bihar) with u capacity of 
80,000 tonnes of equipment per 
year. 

29 Durgapur Mining Equipment 
Plant (West Bengal) with a capa¬ 
city of 45,000 tonnes of equipment 
per year. 

30. Bharat Heavy Electricals, 
Hardwar (Uttar Piadesh) for manu¬ 
facturing thermal and hydraulic 
lurb'nes and generators with a capa¬ 
city of 2.7 million KW and electric 
machines with a capacity of 515,000 
KW. 

31. The Central Electro-mechani¬ 
cal Workshop in Korba (Madhya 
Pradesh) with a capacity of repair¬ 
ing 7.500 tonnes of iquipment per 
year. 

32. Precision Instiumenis Plant, 
Kota (Rajasthan) wilh a capacity 
of 538,000 instruments per year. 

32. Plant of Optical Lenses in 
Durgapur (West Bengal) with a 
capacity of 300,030 optical pieces 
per year. 

34. Plant of Files in Calcutta 
with a capacity of 720,000 files per 
year. 

35. Surgical Instruments Plant in 
Madras with a capacity of 2.5 
million pieces per year. 

36. Tractor Plant in Loni (UP) 
with a capacity of 10,000 pieces per 
year. 


Pharmaceutical Industry 

37. Antibiotics Plant at Rishikesh 
(Uttar Pradesh) with a capacity of 
238,000 tonnes per year. 

38. Synthetic Drugs Plant in 
Hyderabad (Andhra Pradesh) with 
a capacity of 850 tonnes per year. 

Agriculture 

39. The State Mechanised Agri¬ 
cultural Farm in Suratgarh 
(Rajasthan). 

40. State Agricultural Farm in 
Jullundur (Punjab), 

41. SGtc Agricultural Farm in 
Hissar (Haryana). 

42 State Agricultural Farm in 
Raichur (Karnataka). 

43. Stale Agricultural Farm in 
.Tarsuguda (Orissa). 

44. State Agricultural Farm in 
Kanrmpara (Kerala). 

Technical Education 

45. Indian Institute of Techno¬ 
logy, Bombay, for 2000 students and 
300 post-graduates. 

46. AutonomoUvS Faculty of Air¬ 
craft-Designing in Bombay. 

47. Autonomous Faculty of 
Metallurgy in Kharagpur (West 
Bengal). 

48. Autonomous Faculty of Geo¬ 
physics in Hyderabad (Andhra 
Pradesh). 

49. Autonomous Faculty of 
Automation and Computer techno¬ 
logy in Bangalore (Karnataka). 

c 0. Technical School for Metal¬ 
lurgy in Bhilai (Madhya Pradesh). 

51. Technical School for Oil and 
Gas Industry in Biroda (Gujarat). 

52. Technical School for Machine 
Building in Ranchi (Bihar). 

53. Technical School for Electro¬ 
nics in Hyderabad (Andhra 
Pradesh). 

54. Technical School for Machine 
Building in Bhopal (Madhya 
Pradesh). 

Communications 

55. A,Radio Station in Calcutta 
with a capacity of 1000 KW. 

Projects undsr construc- 
tion/designing stage 

56. Refractory Materials Plant at 
Bhilai (Madhya Pradesh) with a 
capacity of 11,000 tonnes per year, 

Mining and Metallurgy 

57 Coal Pit at Ramgarh (Bihar) 
with a capacity of three million ton¬ 
nes per year. 

58. "Jayant” Coal Pit at Sing- 
rauli (Uttar Pradesh) with a capa¬ 
city of 10 million tonnes of coal 
per year. 

59. Jhanjhra-1 Coal Mine in 
Raniganj (West Bengal) with a 


capacity of 2.8 million tonnes of 
coal per year. 

60. Experimental Works at Nak- 
rakonda and Chinakuri mines 
(Bihar). 

61. Alumina plant with acapa- 
cityjof 6O0,C00-8( 0,000 tonnes per 
year (Andhra Pradesh). 

62. Copper Ore-enriching Com¬ 
plex at Malanjkhand (Madhya 
Pradesh), 

63. Reconstruction of the Panna 
Mine for extracting diamonds 
(Madhya Pradesh). 

64. Vishakhapatnam Steel Plant 
with a capacity of 3—*3.5 millioi) 
tonnes per year. 

65. Modernisation cf Kathura 
and Pathevdih Washerics 

66. Modernisation of the Sudum- 
dih Mine. 

67. Extraction of Standing Pillars 
in Bhurkundu. 

68. Sinking of Shafts in Jhanjra 
Mine. 

69. Preparation of the DPR for 
the construction of the opencast mine 
and washery at the Jharia Coal¬ 
field. 

70. Preparation of the DPR for 
introduction of the shield system 
of mining in Bakum Coalfield. 

Oil Industry 

71. Geological prospecting for 
oil and gas in Gujarat, Assam, West 
Bengal, Tamilnadu, Tripura etc. 

72. Mathura Oil Refinery (Uttar 
Pradesh) with a capacity of six mil¬ 
lion tonnes per year. 

73. Scientific-Research Institute of 
Drilling Technology in Dehra Dun. 

Electricity 

74. Hydro power Station Ljnga- 
namaky (Karnataka) with a capacity 
of 52,030 KW. 

Machine Building 

75. Institute of Designing Metal¬ 
lurgical Equipment in Ranchi 
(Bihar). 

76. Scientific-Research Institute 
for Ferrous Metallurgy in Ranchi 
(Bihar). 

77. Central Mechanical Work¬ 
shops in Singrauli (Uttar Pradesh). 

Transport 

78. Underground Railway in 
Calcutta West Bengal. 

Communications 

79. Tropo-scatter Link between 
the USSR and India (Jammu and 
Kashmir). 

(Some of other projects, are under 
different stages of designing and exe¬ 
cution, and some are now under 
construction on commercial basis 
also). 
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'Carpets tor USSR 

The Soviet Union will im¬ 
port Rs 20 crore worth of 
both hand and machinc-madc 
carpets from India during 
calendar year 1981. 

The Soviet foreign trade 
agency Novexport concluded 
||n agreement recently to this 
Meet with some 20 Indain 
companies engaged in the 
manufacture of hand-knotted 
and machine-made carpets. 

The single largest contract 
was signed with Transasia 
Carpets Limited under which 
this Indian company will be 
exporting 700,000 metres of 
machine-made carpets worth 
Rs 6.5 crore. Last year this 
company exported 200,000 
metres worth Rs 1.8 crore. 

Speaking on the occasion, 
jfldr V. Joukov, leader of the 
Soviet delegation said the 
current year’s total purchase 
of Indian carpets were three 
times as much as the volume 
bought last year. 

The signing of the contracts 
for the export of Indian car¬ 
pets to the USSR “was a prac¬ 
tical realisation of the long¬ 
term programme of economic, 
trade and scientific and techni¬ 
cal cooperation between the 
two countries,” he said. 

According to Mr Ashok 
V. Birla, Chairman, Transasia, 
plough the price negotiations 
^ith the Soviets were tough, 
his company succeeded in 
concluding the single largest 
export order, in view of the 
keen desire of the Transasia 
Group to “promote trade” 
between the two countries. He 
said while it provides consi¬ 
derable business, the value 
realisation is very low. 

Levy on Hotel Bills 

, The Lok Sabha passed on 
November 27, the Hotel Re¬ 
ceipt Tax Bill which seeks to 
impose a special tax of 15 
cent on gross lcceipts 


of certain hotels with a daily 
room charge of Rs 75 or 
above. 

Although a number of 
speakers both from the trea¬ 
sury benches and the opposi¬ 
tion during the two and a 
half hours debate expressed 
serious apprehensions regard¬ 
ing the impact of fhc tax 
on tourism, hotel industry 
and employment potential, 
the Finance Minister, Mr R. 
Venkataraman in his reply 
refuted each one of these 
arguments. 

Mr Venkataraman told 
the House that the principle 
of the Bill had already been 
accepted by the House since 
it had approved the budget 
proposals for this year which 
contained the proposal to levy 
15 per cent tax on hotel re¬ 
ceipts to curb conspicuous 
consumption. 

The Finance Minister added 
that tax on gross receipts 
exceeding Rs 75 per day would 
not affect tourism as had been 
stated by some members. The 
foreign tourists who could 
afford to pay exorbitant hotel 
charges could also afford the 
additional tax payment of 15 
per cent, 

Cll Reorganisation 

The Fazal Committee on 
public undertakings has re¬ 
commended that Coal India 
Limited “may be wound up” 
and the current four subsidi¬ 
aries of CIL should be reor¬ 
ganised so to operate as in¬ 
dependent companies. The 
panel, which studied at great 
length problems such as 
power shortages and deteriora¬ 
ting industrial relations, has 
suggested that captive power 
generation should be made a 
part of the future coal mining 
development programme and 
a Central Security Force on 
the lines of the Railway 


Protection force be created. 
The expert panel has further 
suggested that a high-level 
coal planning and monitoring 
panel should be immediately 
set up for monitoring and 
clearance of new projects. 

In a report, the committee 
has suggested that the Cen¬ 
tral Coal Mines Planning and 
Design Institute should be 
reorganised as a firm of con¬ 
sultants not only for the coal 
sector but also for other 
minerals. The report was sub¬ 
mitted to the Prime Minister, 
the Union Finance Minister 
and the Planning Commission 
some time ago. 

In its report, the pmel has 
slated that Coal India Limi¬ 
ted as a holding company 
concept has not proved to be 
satisfactory. The opeiations 
and responsibilities would 
appear to have been diluted 
and dispersed vaguely bet¬ 
ween the holding company 
and its subsidiaries. If by the 
end of the Sixth Five-Year 
Plan, the coal production is 
to touch a figure of 147 million 
tonnes and 400 million tonnes 
by the turn of the century, a 
comprehensive and responsible 
set-up would have to be needed 
to fulfil the task. It is in this 
context that the panel has 
suggested wounding up of 
CIL. According to the con¬ 
cept worked out b> the panel, 
the new independent com¬ 
panies should be made fully 
responsible for t production, 
planning operations, sales and 
turnover, quality of production 
and profits. These companies 
should be given greater powers 
so that they could fulfil their 
responsibilities. 

On the power front, the 
panel has commented that 
coal companies have lost 
considerable production on 
account of power shortages. 

Rupee Trade with 6DR 

Rupee trade between India 
and the German Democratic 
Republic (GDR) will continue 
over the next five years'. An 
agreement to this effect (1981- 
85) was signed between 
the two countries recently. 

A trade protocol for 1981 
was also concluded. It envisa¬ 


ges an increase in trade turn¬ 
over of about 28 per cent over 
the current year’s level. 

The Indian team to the 
three-day talks was led by 
Mr A.K. Mukherjee, Joint 
Secretary in the Commerce 
Ministry, while the GDR dele¬ 
gation was headed by Dr. 
O. Kasper, Director General 
of Foreign Trade Ministry. 

Besides exports of various 
traditional commodities like 
tea, coffee, pepper, deoiled 
cakes, jute manufactures, semi- 
tanned hides and skins and 
iron-ore, a number of engi¬ 
neering and non-traditional 
items including machine tools, 
handtools, sanitary fittings, 
finished leathe: and shoe- 
uppers have been included in 
the protocol for next year. 
A major breakthrough has 
been achieved in the supply 
of about two million pairs of 
shoe-uppers worth about Rs 
19 crores, according to an 
official release. 

GDR has been supplying 
muriate of potash, cincma- 
togiaphic films, printing 
machinery, ships and machine 
tools. Besides continuing the 
import of these items in the 
next calendar year, the proto¬ 
col also envisages the im¬ 
port by India of some other 
major items like steel and steel 
products, diesel generating 
sets, urea, optical and scienti¬ 
fic instruments as well as 
organic and inorganic encmi- 
cals. 

Agarbatti Export 

India is making a serif us 
attempt to step up its agaf- 
batti export from this year. 
The pi esent annual export of 
agrbattis is about Rs 6 ciorcs. 
Whereas the total annual 
requirement of agarbattis 
abroad is in the region of Rs 
30 crores. A majority of the 
world market has been cap¬ 
tured by China and Hong 
Kong, two potential competi¬ 
tors. 

One reason for the slow 
growth of export of Indian 
agarbaLis was the problem 
of getting adequate quantum 
of vaniline, a chemical used in 
its manufacture. The domes¬ 
tic production of this raw 
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SSlBkrial is marginal and most’ 
Of the requirements weiC^met 
■ by imports. 

However, with relaxation 
of the restrictions on its im¬ 
ports now industry circles 
anticipate an appreciable in¬ 
crease in exports from this 
year. Earlier v aniline was on 
the banned list, 

HMT—Tungsram 
Tie-up 

The HMT lamp factory at 
Hyderabad will soon expand 
its production range into pro¬ 
fessional lamps with Hunga¬ 
rian collaboration. The halide 
high ptessurc sodium vapour 
lamps which are used for light¬ 
ing shipyards, stadia, work¬ 
shops and swimming pools 
are manufactured by very few 
firms. 

The Hungarian Commeriial 
Counsellor in India, Mr. L. 
Szcbcni, said that the HMT 
which is already producing 
bulbs and fluorescent lamps 
with Hungarian collaboration 
has now prepared a five-year 
plan for the manufacture of 
professional lamps. Tungsram, 
the state owned enterprise of 
Hungary, would give necessary 
technology and equipment. As 
a first step for starling this 
project, Hungary had decided 
to participate in tenders for 
the supply of lighting equip¬ 
ment Ibi the Asian Games to 
be held in Delhi 1982. The 
professional lamps would be 
delivered by Tungsram and the 
installation work would be 
undertaken by the HMT. 

Advisory Panel for 
I & B Ministry 

An advisory committee has 
been constituted under the 
Chairmanship of Mr G. Par- 
thasarathi to advise the Minis¬ 
try of Information and Broad¬ 
casting on various matters 
relating to policies and pro¬ 
grammes of the media units 
under its administrative con¬ 
trol. 

The Government’s decision 
was announced in the Lok 
Sabha recently, by the Union 
Minister for Information and 
Broadcasting, Mr Va&ant 
Sat he. 

According to the terms of 


the advisory cohrnw- 
ttce will render advice on the 
measures to be taken at the 
national, state regional and 
local levels to associate the 
people more directly in the 
planning and initiation of 
“innovative programmes in 
the different media organs" 
so as to enrich their cultural 
identity and promote national 
integration. 

Apart from advising on 
structural changes in the diffe¬ 
rent media organisations, the 
committee will determine 
priorities in different areas of 
media development. 

With a view to maximising 
the impact of communication 
support for developmental 
effort, the committee will 
make recommendations re¬ 
garding the mode and mechani¬ 
cs of coordination amongst 
the various media groups 
under the Ministry of I & B 
and the cooperation that 
would be essential between 
the Central and State media 
organisations. 

The members of the advi¬ 
sory committee are : Mr 
E. Alkazi, Dr Mulk Raj 
Anand, Mrs Fatima Zakaria, 
Mrs Suman Mutalkar, Mr 
Basu Bhattacharya, Dr E.V. 
Chitnis, Mr K.S. Duggal, 
Mr B.V. Karnath, Mr P.V. 
Kiishnamurthy, Mr K. Kurian, 
Dr V.K.. Narayan Menon and 
Mr Nand Lai Chawla. 

Plastics Exports 

The export of plastics and 
linoleums has achieved a 
growth of 18 per cent in 
1979-80 as compared to 
1978-79 exports despite many 
odds, Mr C.K.. Shah, Chair¬ 
man, The Plastics and Lino¬ 
leums Export Promotion Coun¬ 
cil stated recently. 

Though several of the Coun¬ 
cil's products exceeded the 
target, some of the items could 
not touch export targets, 
he said. This was because of 
several reasons, for which the 
council is holding talks with 
the concerned authorities. Mr 
Shah said that the inadequate 
production of high density 
polyethylene and PVC resin is 
one reason which is likely 
to retard the export of items 


tar these 
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World Cotton Output 

World cotton production in 
1980*81 has been estimated at 
63.7 million bales (478 lb. 
each)—two million bates less 
than the 1979*80 harvest. In 
its latest forecast, the Interna¬ 
tional Cotton Advisory Com¬ 
mittee said that projected 
world cotton production would 
fall far short of the anticipated 
demand this season. Improv¬ 
ed cotton production prospects 
in India, the USSR and Paki¬ 
stan are considered insufficient 
to offset expected losses in the 
US, Iran, Turkey, Guatemala, 
El Salvador, Colombia and 
Peru. The crops of Egypt of 
and China are estimated to be 
the same as during the last 
season. 

Indian Auto Eqnipmnnt 
fat USSR 

An Indian engineering con¬ 
sortium has bagged a Soviet 
contract for supplying 
Rs 7.6 crorc worth of specia¬ 
lised products for use in the 
Soviet automobile industry 
in the sub-zero conditions of 
Siberia. The contract is to 
be executed through the Pro¬ 
jects and Equipment Corpora¬ 
tion of India. 

The thermo-container, one 
of the items to be supplied is 
a heat generator operating 
on gas and heavy oil designed 
for outdoor work in the Arctic 
wilderness of Siberia, where 
temperature could be as low 
as 50 deg C. The other pro¬ 
ducts include industrial driers, 
stationary and mobile hot-air 
generators and industrial 
valves. 

Foodgrains Output 
Trend 

Foodgrains production 
should maintain a four per 
cent annual compound growth 
rate to attain the level of pro¬ 
duction envisaged during 
the Sixth Plan. The steering 
group of the Planning Com¬ 
mission has proposed a target 
of 153.6 million tonnes of 
foodgrains in 1984-85, the 
'terminal year of the Plan, over 
the base level production 
during 1979-80. 


oC Uh 7 minion in 
19784$ last year's produc¬ 
tion is expected to be 
110 and 115 million tonnes. 
The 1980-81 foodgrains, pro¬ 
duction is targetted at 135 mil* 
lion tonnes. On the basis of 
the tentative kharif production* 
at 80 million tonnes the. 
target is expected to be achi¬ 
eved. 

To achieve the proposed 
Sixth Plan target the steering 
group has suggested an 
increase in fertiliser con¬ 
sumption from 5.27 million 
tonnes at the base level during 
1979-80 to 9.65 million tonnes, 
in 1984-85, The area under 
high-yielding varieties of grains 
is also to be raised from 35.2 
million hectares to 56 million 
hectares, fn the terminal year 
of the Sixth Plan the cropped 
aiea will be 181 million 
hectares compared to 171 
million hectares in J 979-80 
and irrigated area 67.6 million 
hectares against 53.8 million 
hectares. 

The area to be brought 
undei soil conservation will be 
30.5 million hectares cor^ 
pared with 23.4 million hec¬ 
tares in 1979-80. The strategy 
to attain the target also envisa¬ 
ges adequate plant production 
measures to reduce crop losses, 
promotion of research and 
its application and , farmers" 
training and education in 
improved technology through 
reorganised and strengthened 
extension network. 

Rising Costs of 
Irrigation Projects 

Delay in completion of 
major and medium irrigation 
projects will cost the exche¬ 
quer an additional Rs 3,780 
crore. The original estimated 
cost of these projects was Rs 
2,329 crore as against the 
present estimate of Rs 6,109 
crore. Admitting this in the 
Lok Sabha recently, the Minis¬ 
ter of State for Irrigation Mr 
Z.R. Ajvsari stressed, however, 
that a series of measures had 
been taken to remedy the situa¬ 
tion. A monitoring organisa¬ 
tion bad been set up in the 
Central Water and Bower 
Commission to monitor 69 
major irrigatioiti projects. The 
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monitoring organisations at the 
v project and State levels. Some 
Instates had responded to the 
suggestion while others were 
yet to set up such units. 

Mr Ansari said that a Na¬ 
tional Irrigation Development 
''Agency was proposed to be set 
■•up. This agency would conduct 
investigations and carry out 
surveys for planning at the 
national level. He inform¬ 
ed the House that there 
were a total of 150 major on¬ 
going irrigation projects, out 
of which 62 had been under 
construction for over eight 
Shears. A working group set 
up by the Planning Commis- 
non had come to the con¬ 
clusion that it would be possi¬ 
ble to complete S5 of these 
projects during the Sixth Five 
Year Plan and the remaining 
seven projects coiild be com¬ 
pleted in the first two yeais 
of the Seventh Plan. 

Among the reasons identi¬ 
fied by the working group 
for delay in implementation 
of irrigation projects were 
^insufficient outlays available 
pis a result of large scale rise 
in costs of labour, materials, 
equipment, spares and land. 
Proliferation of projects under 
construction by the Slate 
Governments also led to thin 
spreading of not only finan¬ 
cial but also managerial and 
technical resources, which 
ultimately led to longer period 
for construction. 

Loans for Poor 
Farmors 

The Reserve Bank of India 
■tos instructed commercial 
n>anks to ensure that at least 
half of the direct lending to 
agriculture and allied activities 
goes to weaker sections within 
a couple of years. 

Small and marginal farmers 
owning up to two hectares, 
landless labourers and persons 
engaged in allied activities for 
which their borrowing limit 
does not exceed Rs 10,000 are 
defined as “weaker sections” 

The concept of weaker sec¬ 
tions and toe sub-targets in 
.agriculture and small industries 
mb laid down by the RBI 
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Ante, followfaf the recom¬ 
mendations of the commhiee on 
‘‘Priority Sector Lending and 
the 20 Point Economic Pro¬ 
gramme.” 

The RBI guidelines say that 
the advances to the agricultural 
sector should be at least 16 per 
cent of the total advances by 
1985. 

In the small-scale sector 
units wilh credit limits of up 
to Rs 25,000 would be treated 
as weaker seotions and one- 
eighth of the total advances 
to small industries by 1985 
would go to these units to 
ensure that more under-pri¬ 
vileged sections in the priority 
sector get proper attention 
from banks according to the 
guidelines. 

In a separate communication 
to the Siate Governments the 
RBI has requested them to 
help the banks identify benefi¬ 
ciaries under the 20-point 
programme. 

Neyveli Thermal 
Power Station 

The Neyveli Thermal Power 
Station achieved a record net 
generation of 226.25 million 
units of power in October 
this year and supplied 199.43 
million units to the Tamil 
Nadu grid during the month, 
according to a corporation’s 
release. This is the best per¬ 
formance in any year since 
the inception of the project. 

The thermal power station 
has generated 1,735 million 
units (net) and supplied 1,533 
million units to the Tamil 
Nadu grid during the period 
April to October this year. 

Lignite extraction to the 
tune of 385,000 tonnes during 
October and 2,753,000 tonnes 
between April and October 
were the highest compared to 
the performance during the 
corresponding period of any 
previous year. 

During October, the corpo¬ 
ration produced 8,080 tonnes 
of urea and 6,794 tonnes of 
leco. Incidentally, urea pro¬ 
duction of 68,671 tonnes 
achieved between April and 
October was the highest com¬ 
pared to the performance 
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period of any previous year- 

Ofbhort Oil 
Exploration 

The Union of Ministry Pet¬ 
roleum has “more of less” 
completed the process of 
short-listing the applications 
fromforeigen companies for 
oil exploration work in the 
Indian continental shelf. In 
all, about 60 companies had 
responded to a global tender 
floated by the Government. A 
high level committee, which 
processed the applications, 
has almost completed scrutiny 
of these olTers. The work of 
identifying offshore areas for 
exploration too is expected to 
be complected shortly. 

Telecom Know-How 

Telecommunications Con¬ 
sultants India Ltd, a public 
sector ur.dcrta.king, has been 
booked to msfcland modernise 
turn-key projects overseas* 
The orders are worth Rs 21 
crore and are to be executed 
in three years. This is the first 
full year of operation for the 
the two-year old ventuie. The 
turn-over for 1979-80 has 
been Rs 1.42 crore including 
work in progress, the authori¬ 
sed and paid up equity capi¬ 
tal being Rs 10 lakh. The 
profits have amounted to 130 
per cent on the equity capi¬ 
tal. 

It is now exploring highly 
competitive markets in South- 
East Asia and Latin Ameri¬ 
can countries. Contracts arc 
underway in Yemen, Kuwait, 
Nigeria, United Arab Emira- 
tes f Oman and Iraq. 

The projects range from a 
mass telecommunications trai¬ 
ning scheme m Nigeria, to 
installation, maintenance and 
operation of sophisticated co¬ 
mmunication and telephone 
networks. 

Talking to newsmen recently, 
TOIL Chairman, Mr M.P. 
Shukla said he was hopeful 
that the total orders booked 
would increase to Rs 25 
crore by the year-end. 

In view of the gi owing 
volume of the turn-over, it 
is proposed to raise the 


id thQ authorised oajritjki 
to Rs 1 crore. 

TOIL had signed a con¬ 
tract in August for 
tion of 40,000 telephone turn 
ncctions m Yefnen by Dtcem* 
her, 198?. Agreement for 
another 40,000 connections 
is expected. TCIL will be 
providing consultancy in 
Kuwait for installation and 
maintenance of large elec¬ 
tronic PABX's and also 
underground cable network. 

As pari ot future corporate 
strategy, RIL has decided 
to build up expertise in 
digital switching and trans¬ 
mission, data communication, 
pipeline communicfttiomtorn- 
municalion system for mines, 
mobile communication and 
paging system. 

Rail Development in 
Saudi Arabia 

India could participate in 
a big wav in the massive 
Saudi rail-road development 
plan worth $ 1343.85 million. 
Sheikh Shehml ftom Saudi 
Arabia, who visited India 
recently had discussions 
with the Association of 
Indian Engineering Industry 
on the possible areas where 
India could play a vital role. 
During the discussion it was 
brought out that the Saudi 
Arabian market was highly 
competitive both in terms of 
price and quality, and Indian 
firms would have to bear this 
in mind while presenting their 
offers. 

Another important point 
that was highlighted during 
the meeting that India had 
developed consultanev capa¬ 
bilities for meeting the interna¬ 
tional competition and this 
capability could be exploited in 
tie-ups with Saudi consultants 
to operate in Saudi Arabia. 
It was also suggested that India 
could supply sjuires for the 
locomotives to that country 
or offer consultancy or 
engineering services for star¬ 
ting production facilities there. 
It was suggested that a techni¬ 
cal team from India should 
visit Saudi Arabia to identify 
such areas. 
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Indian Aluminium 

Thb Directors of Indian Alu¬ 
minium Company Limited 
have issued a statement relat¬ 
ing to the performance of the 
Company in the first half of 
1980. Metal production was 
13,187 tonnes compared to 
47,355 tonnes for the corres¬ 
ponding period in 1979. Sales 
amounted to Rs 57.1 crores, 
compared to Rs 76.7 crores 
during the same period in 1979. 
Profit before investment allow¬ 
ance and taxes for the first 
half of 1980 was Rs 2.3 crores 
compared to Rs 9.3 crores for 
the same period last year. Net 
profit after investment allow¬ 
ance reserve and toxes was 
Rs 67.9 lakhs compared to 
Rs3.8 crores in the corres¬ 
ponding period in 1979. 

The poor performance in the 
first half of 1980 was due to 
extensive power cuts and the 
delay by Government in grant¬ 
ing an increase in the selling 
price of metal. Strikcs/lockout 
at two units also affected pro¬ 
duction and profits. With 
full power now available the 
smelters are at present operat- 
ingut full capacity. 

The company’s raw mate¬ 
rial costs have been rising 
steadily during the past two 
years and have increased by 
over 100 per cent in that pe¬ 
riod. E Inspite of that the con¬ 
trolled selling price for metal 
continues to be based upon 
raw material costs prevailing in 
July 1980. Despite repeated 
requests by the company, no 
compensation has been gran¬ 
ted in respect of these raw 
material price increases. This 
prolonged delay is costing the 
company dearly. For several 
months, the company has had 
to sell metal at prices well be¬ 
low its cost of production. 

The price adjustments made 


by Government in October 

1979 and July 1980 were rela¬ 
ted directly to simultaneous 
increases in smelter power 
tariffs and did not compensate 
the company for the increase 
in raw material costs. The 
Directors state that one would 
expect a price control system 
to operate in a manner which 
at least offsets cost increases 
which arc totally beyond the 
control of the producer. The 
way it is being operated is un¬ 
just and irrational and has re¬ 
sulted in the poor financial per¬ 
formance of the company. 
During the first six months of 

1980 the company exported 
30,894 tonnes of alumina and 
241 tonnes of semi-fabricated 
products, earning Rs 5.5 cro¬ 
res in foreign exchange. 

Marked Improvement by 
Indian Rayon 

The working of Indian Rayon 
Corporation for the year ended 
June 1980 shows a marked im¬ 
provement over the previous 
year. Sales during the year 
have gone up by 23 per cent 
from 49.92 crores in 1978-79 
to R$ 61.57 crores. The gross 
profit has spurted by over 21 
per cent from Rs 166.78 lakhs 
to Rs 924.83 lakhs. The com¬ 
pany has, however, announced 
an unchanged dividend of 
15 per cent on equity capital 
as enlarged by issue of one- 
for-four bonus shares. The 
dividend will absorb Rs 73.41 
lakhs (Rs 64.82 lakhs). 

After providing Rs 145.02 
lakhs (Rs 119.58 lakhs) for 
depreciation, Rs 43.15 lakhs 
(Rs 49.13 lakhs) for investment 
allownnccs reserve and Rs 380 
lakhs (Rs 300 lakhs) for taxa¬ 
tion, there is a surplus of Rs 
356.66 lakhs (Rs 298.97 lakhs). 
A sum of Rs 285.10 lakhs 
(Rs 238.31 lakhs) has been 
transferred to general reserve. 


’ The preseat working of all 
the divisions has been satisfac¬ 
tory and the overall working 
results for 1980*81 are expeo- 
ted to be better than last year. 
The company is planning for 
further modernisation in all its 
divisions. Expansions in the 
rayon plant, carbon-di-sut- 
phide, anhydrous sodium sul¬ 
phate and sulphuric acid plant 
are likely to be implemented 
around the middle of 1981. 

The company has received a 
letter of intent for setting up a 
new industrial undertaking for 
the manufacture of 6,000 ton¬ 
nes per annum of sophisticated 
insulators in the State of Guja¬ 
rat. The plant is likely to go 
into production around mid- 
1981. In order to meet part 
of the capital outlay for ex¬ 
pansion of rayon plant and 
modernisation of other divi¬ 
sions, company proposes to 
issue 12 per cent or more se¬ 
cured debentures aggregating 
Rs 10 crores. 

Hindustan Lever 

The board of directors of 
Hindustan Lever Limited at its 
meeting held in Bombay on 
Novem ber 27, 1980, declared 
an interim dividend of 12 per 
cent in respect of the year 1980 
subject to deduction of tax. 

Hindustan Lever has once 
again emerged as one of the 
largest exporters of ossein and 
dicalcium phosphate during 
1979-80 and has won for the 
second year in succession the 
coveted certificate of merit 
from the Chemicals and Allied 
Products Export Promotion 
Council (CAPEXTL). 

During 1979-80 the company 
exported 2,000 tonnes of ossein 
Rnd 2.400 tonnes of dicalcium 
phosphate valued at Rs 2.36 
erores in foreign exchange. 
Exports during 1978-79 totalled 
1,923 tonnes of ossein and 
1,830 tonnes of dicalcium 
phosphate valued at Rs 2.24 
crores. Both these chemicals 
are manufactured at the com¬ 
pany’s plant set up at Taloja 
in Maharashtra four years ago. 
The entire production of ossein 
and the bulk of dicalcium 
phosphate from this plant are 
exported. 

♦ The major~consumers for os¬ 
sein are in the United States, 


inroads into the Japanese^!® 
German markets for these 
chemicals during 1979-30. 
Dicalcium phosphate is also*] 
being exported to countries in 
the Far East and Middle East. , 

The country’s total exports 
including industrial chemicals 
processed oils and fats, soaps * 
and detergents and other goods 
manufactured by the third par¬ 
ties in the small scale sector 
(which is a statutory obligation 
on all recognised export hou¬ 
ses) amounted to Rs 32 crores 
in foreign exchange in 1979. 
indications are that in 1980, 
the company’s total exports 
will be over Rs 40 crores. 

IFFCO Goes to Senegal 

The Indian Farmers Fertiliser 
Cooperative (IFFCO) is to set 
up a large phosphoric acid 
plant in Senegal on the west 
coast of Africa in partnership 
with the Government of that 
State. The phnt based on the 
huge rock-phosphate deposits 
of Senegal will have a capacity 
of 200,000 tonnes per year. 
It wili cost Rs 100 crores 
with the IFFCO contributing 
about Rs 10 crores and the 
Government of India and the 
Madras Fertilizers, a private 
undertaking, another Rs 10 
crores. 

The World Bank, is also 
expected to give a big loan 
for this multi-national plant, 
expected to be completed in 
two years, according to the 
IFFCO Chairman, Mr Brahm- 
kumar Bhatt. 

Mr Bhatt added that an 
agreement has already been 
signed between the IFFCO and 
the Senegal Government for 
the joint venture in which a 
French company will be 
a third partner. The agree¬ 
ment pro'ides for the IFFCO’s 
partnership in the manage¬ 
ment and the supply of 60,000 
to 65,000 tonnes of phosphoric 
acid production to it. 

Dempo Steamship 
Enters Dividend List 

The Directors of Dempo Stea¬ 
mship have proposed payment 
of a 20 per cent dividend for 
the year ended June 1980 sub¬ 
ject to approval of the State 
Bank of India. Last year* the 
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tWmp&fiy bad not paid any 
dividend* 

According to preliminary 
'"figures, the company has earn¬ 
ed a gross profit of Rs 6.75 
crore against Rs 1.70 crore in 
the previous year. After depre¬ 
ciation of Rs 2.20 crore 
(Rs 2.23 crore) and investment 
allowance of Rs 2.98 crore 
(nil), there is a net loss of 
Rs 52.99 lakh. 

Out of profit the proposed 
dividend will absorb Rs 40 
lakh. After certain adjust¬ 
ments, a sum of Rs 115 lakh 
is to be transferred to the 

eneral reserve. 

Searle (India) Maintains 

The Directors of Searle 
(India) have declared an un¬ 
changed interim dividend of 
15 per cent for the year ending 
December 1980. 

Colgate Palmolive 

Colgate Palmolive (India) 
has announced the second in¬ 
terim dividend Rs 5 a share for 
the year 1980 against Rs 4.62 
in the previous year. The com¬ 
pany had paid the first interim 
dividend of Rs 4.10 against 
Rs 4.08 in 1979. The total 
dividend for 1979 along with 
the final dividend of 50 paise 
a share, was Rs 9.20 a share. 
Net sales up to October-cnd 
have been up by 22.6 per cent, 
but the margins are under 
pressure because of significant 
increase in cost of inputs. Des¬ 
pite a reduction in prices of 
dental cream, the pre tax profit 
has been marginally higher by 
1.7 per cent. The net profit is 
also up by 14.2 per cent due to 
lower tax provision. 

L0 Textile to Enter 
Capital Market 

LD Textile comes with 
the public issue of 710,500 
equity shares of Rs 10 each. 
The subscription list opens on 
December 17. The company 
is already an established manu¬ 
facturer of synthetic fabrics 
with a plant at Vikbroli equip¬ 
ped with 68 powerlooms and 
six warp-knitting machines. 
The public issue, which will 
provide a part of the capital 
' outlay of Rs 4.55 crores on 
its projects to set up a 12,320 
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spindle spinning unit at Ankle- 
shwar and is also aimed at 
strengthening the company’s 
operations by making it self- 
sufficient in tne matter of yarn 
by enlarging the scope of its 
activity. 

The company had a turnover 
of Rs 7.14 crores and earned 
a gross profit of Rs 16.07 lakhs 


in l$7$ compared to Rs 3.2$ 
crores and Rs 16.09 lakhs res¬ 
pectively in 1976. But the ma¬ 
nagement expects that the ope¬ 
rations of the spinning unit at 
full capacity will yield an an¬ 
nual output of Rs 8 crores of 
which almost 50 per cent will 
be for captive use and the ba¬ 
lance for market sales. It will 



enable thecompanyfo i 
its profitability, comb 
that the availability of-yarn] 
within the organisation wlfij 
result in savings in sales -toy 
the yarn dealers margin andj 
administrative costs. ,v I 

The company hopes ; > W(i 
achieve a turnover of Ka-.ft 
crores and a gross profit.:^ 
.. 


Get away from it all. 

From the bustle of city life. 

The compulsions of the 9 to 5 routine.! 
The facades of conformity. 

Come to Hotel Belair, 
e short 12km. drive from Trivandrum 
airport. It's just the place for you. 
Tucked away discreetly in palm groves 
and spreading over 12 acres of 
beautifully landscaped garden. 
Come here to drink in the heady 
beauty of Kerala. Be yourself. 

Just be... 

Enjoy the facilities of this exclusive 
resort hotel. 24-hour service, two 
svVimming pools, tennis court, 
club house, massage centre, indoor 
and outdoor restaurants, playground 
for children, dance ffoor with live 
music in season... 

Make a quick get-away to the perfect 
hide-away. To Hotel Belair. 
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ide-away 
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vTLX lakhs in I$80 and ex* 

> that the sales for fht^year 
f 'io end in June 1982 will be "of 
Hie order of Rs 11.50 crores. 

; The new unit is scheduled to 
start trial runs in January and 
commercial operations by 
March 198 L 

Premier Tyres 

Premier Tyres has shown 
disappointing results for the 
year ended June 1980, The 
company has incurred a loss 
of Rs 132.30 lakhs during the 
year against a profit of Rs 29.16 
lakhs' in the previous year. 
Sales have also declined from 
Rs 27.67 crores in 1978-79 to 
Rs 20.06 crores. The decline 
in sales is attributed to a four 
month strike during the year 
and go slow prior to the strike 
which affected the movement 
of goods from the factory. 
After making several adjust¬ 
ments, there is a carry forward 
loss of Rs 319.07 lakhs against 
a loss of Rs 187.12 lakhs in the 
previous year The company 
has once again skipped the 
dividend. 

Somany Pilkington 

Somany-Pilkington has re¬ 
ported improved working re¬ 
sults for the year ended June 
1980. The company has ear¬ 
ned a gross profit of Rs 127.67 
( lakhs on a turnover of 
Rs 626.31 lakhs against a pro¬ 
fit of Rs 80.35 lakhs on a tur¬ 
nover of Rs 506.75 lakhs in 
the previous year. The com¬ 
pany has announced an equity 
divided of 12.5 per cent along 
with the preference dividend, 
it will absorb Rs 8.44 lakhs 
* (same). A sum of Rs 21.35 
lakhs (Rs 16.21 lakhs) has been 
transferred to depreciation, 
Rs 71.50 (Rs 41.50 lakhs) for 
taxation and Rs 25.86 lakhs 
(Rs 8.95 lakhs) for general re¬ 
serve. Produclion during the 
year was lower at 9,236 tonnes 
against 19,038 tonnes in the 
previous year. 

Gujarat Steel 

The Directors of the Gujarat 
Steel Tubes, in the latest 
annual report for 1979-80, state 
that the production record¬ 
ed a marginal increase thereby 
reversing the trend of the 
previous two years when the 
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production had been on the 
decline. The production in the 
current year has improved 
further. 

The supply of hot rotted 
coils and skelp from the indi¬ 
genous steel plants continued 
to deteriorate for the third 
year in succession. Even 
though the quota fixed for 
the company by the Steel Mini¬ 
stry was the highest in the in¬ 
dustry. indigenous steel receiv- 
ved during the year was 30 per 
cent lower than in the previ¬ 
ous year. On the other hand, 
its price continued to rise, re¬ 
sulting in a further increase of 
6.5 per cent in June and July 
1980. The company has suc¬ 
ceeded in producing bicycle 
tubes. Efforts are continuing 
to further diversify the range 
of products. 

Ballarpur Industries 

Ballarpur Industries will 
offer for public subscription 
early in January, 363,000 
equity shares of Rs 10 
each at Rs 21.50 per share as 
a part of its plan to bring 
down the equity holding of 
the Thapar Group to 40 per 
cent in terms of the Govern¬ 
ment directive. The company 
will also offer 950,000 equity 
share* at Rs 20.50 a share to 
financial institutions. The exist¬ 
ing shareholders will be offered 
326,000 shares in the one-for- 
fivc ratio and 40,000 shares 
will be offered to the em¬ 
ployees. 


i&tatfn*, then!** -suiijjftiis of 

Rs 111.57 lskht (Rs 66.47 
(lakhs). A sum of Rs 37 
lakhs (25 lakhs) is transferred 
to debenture redemption re¬ 
serve and Rs 27 lakhs for 
general reserve. The dividend 
will absorb Rs 40.97 lakhs 
(Rs 39.67 lakhs). 

Novopan India 

Novopan India has suffered 
a cash loss of Rs 70.55 lakhs 
for the year ended June 1980 
on a turnover of Rs 73.11 
lakhs. It is reported that 
about 60 per cent of the turn¬ 
over was achieved during the 
last quarter of the year indi¬ 
cating future growth potential. 
During the year, the company 
had to face problems in respect 
of procurement of essential 
raw materials like wood due 
to incessant rains and also due 
to unscheduled interruption of 
power and frequent load shed¬ 
ding. With no restrictions on 
power now the production i$ 
expected to continue uninter¬ 
rupted, although procurement 
of wood from the Forest De¬ 
partment may pose problem. 



company has I 
orders to the time 
Rs 102*55 lakhs. 

Csmindia 

Cemindia which made a 
public issue of Rs 30.20 lakhs 
in 1979, has reported satis¬ 
factory working for the year •" 
ended September 1980. The 
turnover during the year has 
been Rs 527.54 lakhs against 
Rs. 420.56 lakhs in the nine- 
month period of the previous 
year. The gross profit for the 
year has been Rs 94.49 lakhs 
against Rs 64.04 lakhs in die 
previous nine months. The 1 
company has announced an 
equity dividend of Rs 1.50 per 
share against one rupee in the 
previous period and will ab¬ 
sorb Rs 12 lakhs (Rs 8 lakhs). 

A sum of Rs 26.24 lakhs 
(Rs 23.33 lakhs) has been pro¬ 
vided for depreciation, Rs 4.63 
lakhs (Rs 3.56 lakhs) for in¬ 
vestment allowance reserve 
and Rs 45.80 lakhs (Rs 26 
lakhs) for taxation. General 
reserve gets Rs 1.78 lakhs 
(Rs 1.11 lakhs). 




Tho Only, Comprehensive end 
UNCTAD Acclaimed 


Sirpur Paper 

The only redeeming feature 
of the preliminary statement 
from the Sirpur Paper Mills 
on its working results for the 
year ended June 1980 is the 
increase in the equity dividend 
from 12,5 per cent to 15 per 
cent. The dividend has been 
stepped up despite a sharp de¬ 
cline of nearly 30 per cent in 
the gross profit which is placed 
at Rs 3.31 crores against 
Rs 4.71 crores in the previous 
year. 

After providing Rs 92.73 
(Rs 89.23 lakhs) for deprecia¬ 
tion. Rs 22*55 lakhs (Rs 10.65 
lakhs) for investment allow¬ 
ance reserve and Rs 105.20 
lakhs (Rs 91.85 lakhs) for tax¬ 
ation, and making some ad- 
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THE CMLIOIt Itm UK IFG (Vtt) CO LTD 

(PULP CMVtSION) 

Birlakootam Mayoor — Kozhikode 
Pin 673 661 
(KERALA) 

HELPS 

to move the wheels of textile industry all over India 

BY PRODUCING QUALITY RAYON GRADE PULP 

THUS SAVING ENORMOUS/VALUABLE FOREIGN EXCHANGE 

MUCH NEEDED FOR NATIONAL DEVELOPMENT 

THIS IS A FOREST BASED INDUSTRY 

To augment availability of Raw Material and to provide self employment within the State 
of Kerala 

GWALIOR RAYONS 

have launched a Rural Development Programme of intensive Eucalyptus and Murikku plant¬ 
ing campaign by FREE DISTRIBUTION OF POLYTHENE BAGGED EUCALYPTUS 
SEEDLINGS and MURIKKU CUTTINGS among various Panchayaths and Blocks 
for planting 

GROW MORE TREES 
MAINTAIN ECOLOGICAL BALANCE 
ERADICATE ATMOSPHERIC POLLUTION 
IMPROVE RURAL ECONOMY 

"He that planteth a Tree is a Servant of GOD 
He provideth kindness for many generations and 
Faces that have not seen him shall bless him." 

For Supply of Bamboos, Reeds, Eucalyptus and other Species of Pulpwood and for your 
requirements of eucalyptus seedlmgs/Murukku Cuttings, kindly contact our office at 

Mavoor: Telegram: "WOODPULP” Xplex : 0654-216 

Telephones: 73973-76 (Calicut) an# 51 (Mavoor) 

Company's various forest Divisional Offices af— 

Trivandrum, Angamaly, Thalore (Trichur), Mafnsrghat, Palghat, Nilambur, Sultansbattery, 
Kuthuparamba, Pollachl, Ooty and Mangalore. ( 

Regd, Office; Birfagrjmi, Nagda (M.P.) 
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American Express Travel Service 
not only bas great locations in India — 
we’re on band to help you when you 
get where you’re going 

When you're an American Express 
Travel Service customer, you have more 
than 1000 places to go for all your travel 
needs: Airline tickets Hotel and rental 
car reservations Custom or package 
vacations And more. 

We'll cash your American Express 
Travelers Cheques. Replace lost or 


stolen ones. Cash an American Express 
Cardmember’s personal check. Help 
replace lost or stolen cards. Offer local 
sightseeing excursions. Help change 
your travel plans. Even assist you with 
your travel-related financial needs. 

Ail the things we can do for you— 
at over 1000 American Express Com¬ 
pany, subsidiary and Representative 
offices all around the world—are good 
reasons for you to make American 
Express 1 ravel Service your travel agent 


See your nearest office of American ExpressTravel Service 


New Delhi: 
Bombay: 

Calcutta: 


Wenger House, Connaught Plane 
Phone:344119 Telex:2587 
Cable: Araexco 


Majithia Chambers, 3rd Floor 
276, D. Noon# Road 
Phone:266120 Telex:2584 
Cable :Amexco 


21, Old Court House Struct 
Phone:232133 Telex:7574 
Cable: Aaexco 
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December 3 

The Prime Minister, Mrs Indira Gandhi, 
condemned the attempt by a Delhi 
women’s organisation to glorify the 
custom of Sati 

ecember 4 

Acharya J.B. Kripalani suggested the 
holding of public meetings all over the 
country to express “public repentence” 
for the blinding of more than 3u under¬ 
trials in Bihar. 

A grant of 11 million sterling to aid 
Indian agriculture was announced by the 
British Overseas Development Adminis¬ 
tration. 

In a joint communique issued at the 
end of President Suharto’s four-day 
State visit, India and Indonesia called 
Jbr a settlement of the Afghanistan issue 
That would ensure the Afghan people 


IVeek 

determine their own destiny free from 
foreign interfere™ e and inteivcntion. 

December 5 

7 he Portuguese Premier, Mr Francisco 
Sa Carneiro, was hilled in an air crash. 

Three persons were killed in police 
firing and dusk-to-dawn curfew was 
clamped on the slcel town of Rourkela. 

December 6 

An eight-member Congress(I) Ministry, 
headed by Mrs Syed Anwaia Taimur, 
assumed office in Assam. 

December 7 

The Congress(l) President, Mrs Indira 
Oandhi, told her partymen during the 
AICC session in Delhi to involve them¬ 
selves ’‘fully in the implementation 
of the 20 point programme and the live- 
point programme”. The Maharashtra 



Chief Minister, Mr A.R. Aotaky( * 
an impassioned plea for a new system tM . 
Government. 

The Soviet Union has denounced nfe 

‘fabrication'’ a statement by former 
Indian Prime Minister Morarji t>e$ai 
that the USSR allegedly incited India 
“to teach Pakistan a lesson”. 

About 10,000 farmer* set out from 
Nasih to Nagpur on a 363 km march 
organised by the l.cft and Democratic 
Patties in Maharashtia to focus the 
attention on the fatmers' demand for 
remunerative prices for their produce. 

As many as 34 foreign concerns have 
been shoit-listed by the Government for 
being offered selected aieas for oil ex¬ 
ploration in the country on production 
sharing basis. 

India has signed a contract with Abu 
Dhabi for the impoit ofl.S million 
tonnes of crude for 1981. 

December 8 

The Industry Minister, Mr Charaujlt 
Chanana, introduced in the Lok 
Sabha the Bill to replace the Ordinance 
taking over Maruti Ltd. 

December 9 

The monthly index of wholesale prices 
for all commodities (base 1970*71 ^ 100) 
declined by about two^per cent during 
November 1980. 

December 10 

The Indo-Soviet summit talks conclud¬ 
ed with the signing of a joint decla¬ 
ration, three agreements and a proto¬ 
col after a four-day visit of the Soviet 
President, Mr I<eomd Brezhnev. The 
latter proposed a five-point doctrine of 
peace and security for Persian Gulf 
countries. 

Sugar production during the first 
fortnight of November was about 
116,000 tonnes as against 80,000 tonnes 
during the corresponding period of last 
year. 

The Industrial Finance Corporation 
(IFC) 6.7S per cent bond 1992 issue for 
Rs 36 crores opened for subscription 
and closed within two hours after being 
fully subscribed. 

The World Bank will give a loan of 
8400 million (about Rs 300 crores) to 
assist India’s efforts to increase petro¬ 
leum production. 
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A1CC(I) on Economy 


No attempts were needed at the last week’s AICQl) session 
for finding scapegoats for the current year’s performance of the 
economy. Notwithstanding the various stresses and strains 
through which it is still passing* there can be no denying the 
fact that some improvement has been reg»stered in several sec¬ 
tors, even though the major credit for it may go to the benign 
nature. Agricultural output promises to be good. Industrial 
production has started showing a positive trend since August. 
Power as well as coal supplies have cased, though not very 
spectacularly. The monthly inflation rate has moderated con¬ 
siderably with the wholesale prices index (base 1970-71 = 100) 
for the terminal week of November at 258 1 being a shade 
lower than the 258.9 level at the end of July. 

All this was not insignificant to bolster the credit side of 
Government’s balance-sheet for the past 10J months. It was 
hardly necessary to resurrect the pre-election bogey of the 
“misrule” of the shattered Janata Party. The various speakers, 
including some at the helm of affairs at the Centre as well as 
in the States, continuing to harp on this refrain, therefore, had 
political motivations. An eloquent testimony of this was avail¬ 
able in the mover of the economic resolution, Mr A R. Antulay, 
the Chief Minister of Maharashtra, deviating into the merits 
and demerits of the parliamentary form of democracy and sug¬ 
gesting its substitution by the presidential system. To some 
extent, this had genesis also in the present Government not 
fully living up to its tall promises. 

With Mrs Indira Gandhi’s current regime continuing, and 
quite appropriately, with several of the policy modifications 
introduced by the Janata Government—the food-for-works pro¬ 
gramme (in the form of integrated rural development pro¬ 
gramme), reducing of the high incidence of taxation, ratiqnali 
sation of the snles-tax system, liberalisation of industrial policy, 
to mention only a few—it is a misnomer to style Janata Govern¬ 
ment’s governance of the country as “misrule”. There was, 
indisputably, a substantial improvement in the economy in 
1978-79. The tribulations of 1979-80 were caused by various 
factors, some of which admittedly were beyond the control of 
administration—-for instance, the distortions injected by the 
iresh hike in global prices of crude oil and petroleum products 
and the severe drought. The power struggle within the Janata 
Party, of course, too had its impact on the economy. 

Some Sectors of the economy, undoubtedly, have shown im¬ 
provement in the recent months. Yet the situation cannot be 
viewed with equanimity. Two crucial infrastructure fields— 
railway transportation and communications—continue to be 
dogged by serious problems. The non-resolution of the Assam 
tangle is cicating*po sinall distortions. The growing farmers’ 
agitation in various parts of the country has its own implications 


for the future. The balance of payments position is under 
heavy strain - despite continuing buoyancy in invisible foreign 
exchange earnings—on account of the mounting import bill and 
unsatisfactory export performance. 

The moderation of the uptrend in prices brooks no compla¬ 
cency not only owing to the uncertainties on the international 
oil market and the global inflationary potential but also due to* 
the setback the domestic economy can receive if the railway 
bottlenecks persist and there is any slideb&ck in power genera¬ 
tion and coal production for any reason. The indication of the 
Minister for Commerce that the liberal import policy may have 
to be tightened again is another ominus portent to be contend¬ 
ed with. The industrial relations situation has recorded some 
improvement, but it iemain$ to be seen how long this will con¬ 
tinue, especially in the sensitive sectors of the economy and the 
all-important Eastern region. The serious shortfalls in the pro¬ 
duction of steel, fertilizers, cement, etc, may be made up to 
some extent in the coming months, but there is obviously need 
for eneigetic steps to sort out the problems of these industries, 
from the longer term view. The same applies to the addition 
of new capacities in many industries, including those producing 
wage goods. 

What is needed presently is hard thinking for providing a 
6hot-m-the-arm to the economy through better utilisation of 
the current capacities and judicious augmentation of production 
facilities, especially in the infrastructure sectors, so that pro¬ 
gress in the coming years can be smooth. This year’s expected 
growth in industrial output—around four per cent as against 
8/10 per cent estimated earlier—will not do. Pursuance of mere 
populist policies also cannot take the nation forward. The eco¬ 
nomic resolution adopted at the AICC(l) session, regrettably, 
does not evoke optimism that this trend of the past several 
years, whichever the regime, is envisaged to be reversed. 

The economic resolution, of course, well recognises the need 
for lationalisation of the high incidence of direct taxation 
which has proved counter-productive and for streamlining of 
the public distribution system. Indiscriminate enlarging of this 
system, however, cannot be justified. Even the existing frame¬ 
work suffers from several drawbacks and to service it is not 
proving an easy task. Further enlargement of it will only up¬ 
set the existing trade channels which may have a deleterious 
effect on the price level, for open market prices too are taken 
into consideration in computing the price indices* What is 
required is increased production which will improve supplies 
and act as a damper to hoarding and other nefarious 
activities. 

-Can it be hoped that the Government will not waste its en¬ 
ergies in finding alibis for not being able to redress disconteot- 
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ilie trMMod^jpir&p few* of Gwrettmeat i* iuurdfy « mMtnte for foactfMI M«to». 
Menu the country facet ia fostering economic growth ? Dog- In the present set-up, the Primp Minister is ail powerful, ee* 

C tic pursuit of policies, even in the face of dear evidence of pecialiy when hor party has on overwhelming majority in &9' 
ir proving unwholesome for growth and development, can Lok Sabha and is quite comfortably placed in the UpflO# 1 , 1 
poly complicate matters further. Switch-over to a presidential House as well. 

The Brezhnev Visit 


Mr Brezhnev has come and gone. The reception extended to 
him was less than warm. Rhetoric was kept to the minimum. 
If the outward manifestations of a State visit are any indication, 
it would not be altogether incorrect to infer that Indo-Soviet 
relations, though still friendly, are not on the same plane of 
cordiality and mutuality of interest as they were a year ago. 
lit On the matter of international relations, the point to 
appreciate is that outside the Eastern bloc, India is the only 
important country on whom the Soviets can rely for espousing 
their (not always honourable) causes. To the extent that the 
Soviets care about world opinion, India is important to them, 
not only for what India thinks, but also what it can do in 
South Asia and in the non-aligned group. 

If India’s recognition of the Heng Samarin regime caused 
the Soviets some pleasure, its insistence on bringing up 
Afghanistan (which Mrs Gandhi admitted was impossible to 
avoid) must have irked them somewhat Not surprisingly, 
therefore, Mr Brezhnev chose to ignore all references to it. 
Jhe only point of agreement seemed to be that there must be 
v political solution, as though any other existed. 

For a political solution, too, Mr Brezhnev imposed condi¬ 
tions; Pakistan and Iran should stop interfering in the affaus 
of Afghanistan. By interference he probably means that these 
countries are supplying arms and providing sanctuaries to such 
Afghans as are opposed to Soviet occupation and Mr Karmal. 
The truth is, Pakistan and Iran notwithstanding, the Soviets 
have come to slay in Afghanistan, at least over the foreseeable 
future In this context, an old Czech joke comes to mind 
First Czech—'What are 100,000 Russians doing in Czechoslo¬ 
vakia? Second Czech—they are looking for the man who 
invited them. Not entirely apt, perhaps, because Mr Karmal 
has already raised his hand, but certatnly illustrative. 

Much more important than Afghanistan, which was even¬ 
tually left out of the joint communique, was the fact that 
Mr Brezhnev chose to make a proposal to the imminent 
Republican administration in the USA in respect of the Gulf 
area. The five points -non-interference in the internal affairs 
in the area, refraining from establishing military bases there, 
recognition of the sovereignty of the States in the area, 
abstaining from putting obstacles in the way of normal trade 
and attempts at drawing them into military groupings—he 
listed in his address to Parliament could only be addressed to 
Mr Reagan, for it is he who is likely to indulge in the kind of 
activities he mentioned. He did not, however, care to state 
what be would do in return. Presumably, he wants to test 
Mr Reagan** reaction and one should be forthcoming soon. 
Re present State Department, however, has rejected it. He 


seemed particularly concerned about a blockade and the revival 
of some kind of group insurance scheme sponsored by thd 
USA. In the same breath, he also served a thinly veiled 
warning to the Gulf States saying that adherence to what he 
proposed “would serve as a reliable guarantee of their sove* 
reign rights and security”. It is not very clear as to what he 
expects to achieve by this. 

He then went on to hope that hi* proposal would receive 
India’s support. Since what he proposed is what India ha* 
been saying all along, it is hard to sec how it could fail to 
endorse them. More likely, it was a hint to India that it 
should do what it can in persuading the Gulf States to keep 
the USA at an arm’s length. However, India’s desire that 
there should be no super-power rivalry in the region should not 
be taken to mean that such rivalry can be eliminated by grant* 
ing one super-power the right of presence. Both must be absent. 

Apart from this, there was nothing new in what Mr Brezhnev 
bad to say. It was a reiteration of the known Soviet stand. A 
small mercy was that unlike Mr Kosygin, not only did 
Mr Brezhnev refrain from making remarks about China, he 
also affirmed, surely at India’s prompting, that Indo-Soviet 
tie* were not aimed at any other country. Whether the Chinese 
will feel comforted by this is another matter. Nevertheless, it 
was nice to see that the Chinese were largely left out of public 
statements. 

What did India get out of this visit? Possibly an additional 
one million tonnes of crude. True, various other agreements— 
such as on cinematography, cooperation on the Vizag steel 
plant and expansion of Bhilai and Bokaro- were formalised 
but these ate old hat. It also remains to be seen whether they 
will continue to supply the increased quantities of crude. 
Probably not, because they have clearly stated that the extra 
amount is to make up for the shortfall caused by the Iran- 
Iraq war. Here, it is worth noting that even if the Soviet 
Union were to supply India six million tonnes of ciude and 
petroleum products, it would represent no more than one per 
cent of Soviet output. That they are supplying only half this 
amount is illustrative of the Soviet attitude, cliches notwith¬ 
standing. 

The decision or desire to double trade, however, is to be 
welcomed. It is bound to be beneficial to India in that it will 
provide an assured market with the concomitant effects on 
capacity utilisation and investment, it is not known whether 
the question of HEC supplying equipment to Soviet projects in 
third countries will be taken up at the level of expert 
committee*. One can only hope that due attention will be paid 
to tbi* least fit of the Soviet babies in India. 
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An Evaluation 


The basic approach to development plan¬ 
ning in India has been based on the allo¬ 
cation of funds to different sectois of 
the economy, i.c., agriculture, mining, 
industry, transport, power, etc, to achieve 
an inter-sectoral balance of anticipated 
demands in an overall framework of 
achieving a certain growth rate of the 
economy. 

Compared to the pre-Independence 
period,' such an approach did result in 
fostering the development of the country. 
On an average, the annual growth rate 
of 3.5 per cent and 1.5 per cent in national 
income and per capita income, respec¬ 
tively, achieved in the post-planning 
period may not be described as satisfac¬ 
tory, yet this compares favourably with 
the pre-Indepcndencc period when per 
capita income remained virtually constant. 

Widening Disparities 

It is well known and accepted that such 
an approach has created and widened 
inter-regional and inter-personal dis¬ 
parities in the country. Depending 
upon the assets ownership, personal 
or material, those with assets have 
moved up on the ladder of economic 
development and those without have lag¬ 
ged behind. Besides achieving a growth 
in the output of commodities and ser¬ 
vices, the planning effort was meant to 
raise the Jiving standard of the poorest 
among the poor. Despite 30 years of 
planning, such an exercise failed mainly 
because: 

(i) the achieved annual growth rate 
of the economy (3.5 per cent) was less than 
what was planned (5.5 per cent). For a 
country of India’s size and population, a 
minimum of 5 per cent annual growth is 
required so that gains may percolate to 
the poorer sections of the society, 

(ii) the gains of planning were mopped 
up by the richer sections of the society 
and the growing population. 

♦MrShiv Ram Dass is Scientist S-l. Division of 
Agricultural Economics, Indian Agricultural 
Research lnstiriite. New Delhi. The views ex¬ 
pressed here are not necessarily those of the 
1ARI. 



Shiv Ram Dass 

Our planning experience has shown that 
development of backward areas/weaker 
sections of society will not take place 
by itself. Special efforts, programmes, 
allocations, arc required for the uplift- 
ment of these people/areas. 

In addition to the sectoral allocations, 
funds are now separately provided for the 
development of backward areas and up- 
liftment of the poor sections of society. 
Such schemes have been broadly divided 
into two groups: one for individual bene¬ 
ficiaries such as the small and marginal 
farmers development schemes and the 
other for those in the backward areas 
lacking infrastructure and natural re¬ 
sources, i.c., desert development prog¬ 
rammes, command area development 
programme, the hill area development 
programme, drought prone areas pro¬ 
grammes, etc. The former may be described 
as an attempt to rectify inter-personal dis¬ 
parities and the latter for intcr-regional 
disparities. In the area development 
programme, the DPAP has a unique po¬ 
sition. Not only is its coverage very large 
but also the individual beneficiary aspect 
of raising income of small and marginal 
farmers has been integrated into it. 

This article after enlisting the genesis 
and contours of the DPAP programme 
tries to evaluate it on the basis of publish¬ 
ed data of sectoral expenditure and phy¬ 
sical achievements. 

Considerable Loss 

Large parts of our country periodically 
experience drought leading to considerable 
loss of agricultural production. Large sums 
mostly in the form of doles, have been 
spent as an ad hoc measure to mitigate 
the severity of such calamities. Such ad 
hoc measures did not solve the real prob¬ 
lem of increasing productivity or income 
of these areas. To mitigate the above, 
DPAP was initially conceived as Rural 
Works Programme in the fourth five-year 
Plan in the year 1971. The programme 
as such was started in 1974-75 on the 
basis of the mid-term appraisal of the 
fourth Plan and the report of the Task 



Force on Integrated Rural Development. 
The list of 13 States and 74 districts in- %, 
eluded in the programme is given in an- m 
nexurc 1, The objective criteria used for 
the identification of the area are the low 
extent of irrigated area, low and erratic 
distribution of rainfall and high periodi¬ 
city of drought. Twelve per cent of the 
population and 20 per cent of the area in 
the country is covered by this programme. 

The main objectives of the programme - 
are: 

(i) to mitigate over a period of time the 
impact of severity of drought, 

(ii) to optimise the utilisation of all re¬ 
sources in the areas with primary 
emphasis on land, water, livestock 
and human resources, and 

(iii) to improve the living conditions of 
the rural poor who suffer most in 
times of scarcity and drought. 

Mix of Activities 

The above set of objectives are sought 
to be achieved by the development of in¬ 
tensified and diversified cropping, irriga¬ 
tion, horticulture, animal husbandry, 
fishing, social forestry, infrastructure 
(water supply, energy and transport) etc. 
The particular mix of activities depends 
upon the local needs and the resource in¬ 
ventory of the area. 

At the project level, drought prone 
areas development agencies have been 
established in most of the regions for 
planning, coordination and implementa¬ 
tion of the programme. The agencies 
are registered under the Societies Regis¬ 
tration Act. 

The funding of the programme is shared 
equally (50:50 basis) between the Centre 
and the respective State Governments. 
The funds allocated and spent on the 
programme since its inception—April, 
1974—March 31, 1979, aggregated to 
Rs 373.4 crores'*and Rs 269.16 crorcs, 
respectively, showing 72 per cent utilisa¬ 
tion of the allocated funds. Statewise, 
sectoral expenditure, which has been pre¬ 
sented in Table I, shows that Rs 23639 
crores. (87.8 per cent) of the total ex* 
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ipwiit oli agricultural development (15.4 
per cent), irrigation (45.13 per cent), fores¬ 
try and pastures (12.97 per cent) and ani¬ 
mal husbandry (14.33 per cent), the rest 
Rs 32.77 crores (12.2 per cent) had been 
spent on other sectors, i.e., sericulture, 
credit management, horticulture, drinking 
water, fisheries and power development. 
Out of the Rs 2.28 crores expenditure 
an the development of sericulture, Rs 0.95 
ind Rs 0.92 crores had been spent in 
Karnataka and Andhra Pradesh, showing 
he production potentiality of sericulture 
nthe drought prone areas of these 
States. Horticulture is identified as an 
Industry to be developed in the States of 
Karnataka, Jammu Sc Kashmir, Orissa, 
Jttar Pradesh and Tamil Nadu where 
Is 125 lakhs, Rs 30 lakhs, Rs 25 
akhs, Rs 23 lakhs and Rs 19 lakhs had 
)een spent, respectively, for its deve- 


bfr cxpcdHture 
incurred and number of districts included 
in the State is indicative of the existence 
of the relative intensity of drought in 
the State. 

It may be observed from Tabic I that 
maximum expenditure was incurred in 
Rajasthan (Rs 38.45 crores), Andhra 
Pradesh (Rs 35.70 crores), Gujarat 
(Rs 32.52 crores) followed by Karnataka, 
Uttar Pradesh, Maharashtra and Madhya 
Pradesh. 

The very name of DPAP suggests that 
these areas are subject to the deficiency 
of rain water periodically and provision 
of irrigation water will go a long way in 
alleviating the deficiency. Annual ex¬ 
penditure on irrigation increased from 
Rs 14.44 crores in 1974-75 to Rs 31.98 
crores in 1978-79 in the areas under DPAP 3 . 
State-wise cumulative expenditure on 
irrigation and other sectors, area and 


tuf 'S'. 

presented in Table 1. Nearly 45.1 per N&f^' 
(Rs 121.4? crores) of total expendit«i#;l| 
had been spent on irrigation, 89 per oarif^ 
of this on individual minor irrigation's; 
works and the rest on medium irrigatioo^ 
works. Minor irrigation works coverJS 
dugwells, shallow tubewclls, boring 
deepening of wells, renovation of Wetk^S 
rahats, pumpsots, electric motors and dc 
velopment of command area. Medium |f 
type of irrigation works consist of deep 
tube wells, big diameter dugwells and fjj 
pumpsets, lift irrigation schemes on , 
rivers and nallas and development of 
command area. \ 

During the period 1974-75 to 1978-97, 
irrigation potential [of 2.5 lakh hectares j 
had been created at a cost of Rs 121.47. s 
crores, giving Rs 4846 as per hectare I 
development cost of irrigational potential. ' 


Table 1 

State-wise and Sector-wise Cumulative Expenditure, Irrigation Potential, Cost per Hectare of Irrigational 

Poteatial Under DPAP Daring 1978-79* 

(Expenditure in Rs lakhs) 
(Cost/hectare in rupees) 


Sector Irrigation Potential 


State 

Agricultural 

Development 

Irrigation 

Foresty & 
pasture 

Animal Hus¬ 
bandry 

i 

1 O 

£ 

2 

Total 

Area 

(hectares) 

Cost/ 

hectare 

Andhra Pradesh 

501 

1567 

286 

935 

281 

3570 

42919 

3646 

Bihar 

262 

630 

161 

105 

15 

1173 

9320 

6700 

Gujarat 

460 

1161 

661 

392 

577 

3251 

25700 

4518 

Haryana 

107 

193 

158 

214 

41 

713 

1515 

12739 

Jammu & Kashmir 

64 

254 

52 

132 

71 

573 

— 

— 

Karnataka 

589 

1030 

480 

227 

584 

2910 

25976 

3967 

Madhya Pradesh 

97 

10807 

180 

167 

40 

2291 

37073 

" 4874 

Maharashtra 

792 

989 

290 

404 

95 

2570 

11689 

8461 

Orissa 

167 

589 

77 

69 

112 

1014 

12554 

4691 

Rajsthan 

348 

1211 

378 

774 

1136 

3845 

26071 

4645 

Tamil Nadu 

192 

731 

124 

157 

139 

1343 

3858 

18948 

Uttar Pradesh 

521 

1360 

463 

236 

145 

2725 

38089 

3571 

West Bengal 

46 

625 

180 

46 

41 

938 

11606 

5385 

Total 

4144 

12147 

3490 

3858 

3277 

26916 

250667 

4846 

•Source: Drought 

Prone Areas Programme, (I) Financial Outlay and Expenditure, 

1974-75 to 

1977-78 and 

1978-79, 


(2) Review & Achievements, March 3, 1978 and 1978-79 issued by Ministry of Rural Reconstruction, Krishi 
Bhawan, New Delhi. 

@ Indudes an expenditure of Rs 228 lakhs and Rs 222 lakhs on the development of Sericulture and Horticulture 
respectively. 
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respectively, 1m reported totuivebefcn 


the poverty line (defined Re 3000 *t 1S74* 


^Tinay be observed frontfTabte I that per 
^hectare development cost of irrigational 
potential varied from R? 3571 in Uttar 
Pradesh to as high as Rs 18,848 in Tamil 
Nadu. This is part of expenditure which 
is incurred on public account, the other 
part is spent by the individual beneficiary. 
This high cost of developing irrigation 
potential shows why the area has lagged 
behind in irrigational and agricultural 
development. Thus, there is need to 
provide preferential funds by the Govern¬ 
ment for this purpose. Farmers may not 
have the capacity to raise funds from 
their own resources. Therefore, there is 
also an imperative need to provide subsi¬ 
dies and credit for the purpose. Whereas 
credit can be raised by all farmers, sub¬ 
sidies are provided to small and marginal 
farmers only at a rate of 25 per cent to 
33.34 per cent of capital cost of minor 
irrigation works subject to the overall 
subsidy of Rs 5000 for tribal farmers and 
Rs 4000 for non-tribal farmers 1 . The 
DPAP agencies directly help only small 
and marginal farmers in raising loans from 
banks and cooperatives whereas other 
categories of farmers are to raise funds 
by themselves. During 1978-79, an 
amount of Rs 5.19 crores and Rs 2.28 
crores of irrigational credit and subsidies, 


disbursed among 68,292 small and margi- 
nal farmers under this programme (Table 
H). 

Several studies have been conducted to find 
out whether all the expenditure and effort 
made have raised the net income of the 
beneficiary or not? The available evidence 
shows that whenever irrigation assistance 
is provided with technical help, increase 
in income per beneficiary household has 
been of the order 75 to 300 per cent.* The 
Programme Evaluation Organisation of 
the Planning Commission in an ‘Evalua¬ 
tion Study of Small and Marginal Far¬ 
mers* has estimated that, on an average, 
there was an increase of Rs 1670 in the 
net income of a beneficiary on an average 
loan of Rs 3518 on irrigation accout on 
an all-India basis. Other studies at micro 
level estimated on an average an annual 
net increase in income between Rs 2000 
to Rs 5000. During 1974-79,1.2 lakh bene¬ 
ficiaries out of 7.2 lakhs belonging to the 
category of small and marginal farmers 
who had either been provided subsidies 
or credit or both are reported to have 
benefited on account of irrigation activity 
under the programme. In other words, 
the programme has helped a minimum of 
1.20 lakh families m raising additional 


75 prices). 

Even in spite of considerable industria- ■ 
lisation in recent years, the proportion of 
labour dependent upon agriculture has 
remained constant around 74 per cent 
and it seems that this proportion will 
continue for some time more. According* 
to agricultural census 1970-71, the average 
size of operational holding in India was 
2.3 hectares. So, with the increase in 
population, any possibility of increasing 
the size of operational holdings of margi¬ 
nal farmers or provision of agricultural 
land among landless workers may be 
ruled out. The only alternative left is td* 
develop activities like animal husbandry 
or other subsidiary occupations in these 
areas which are also labour-intensive in 
nature. Vast areas of Government waste¬ 
lands as well as private fallow lands are 
available for the development of grass¬ 
lands and pastures in DPAP areas. At the 
same time a good demand for products 
of animal husbandry exists and is likely 
to increase with the increase in income. 
Keeping resource endowment of DPAP 
areas in mind, experts have found that 
activities like animal husbandry and 
poultry production shall be particularly 


f ------ 1 *\ 

Table II 

Sectorwise Credit Disbursed and Subsidies Paid Under DPAP for 1978-79 

(Rupees in lakhs) 


Credit Disbursed Subsidies 


State 

Agriculture 

Irrigation 

Animal Hus¬ 

Others 

Total 

Agricul- 

Irri¬ 

Animal 

Others 

Total 




bandry 



culture 

gation 

Husbandry 


Andhra Pradesh 

6 

253 

80 

27 

366 

31 

102 

36 

36 

205 - 

Bihar 

29 

— 

14 

6 

49 

40 

26 

12 

15 

93 

Gujarat 

107 

3 

11 

2 

123 

19 

3 

25 

5 

52 

Haryana 

28 

40 

104 

— 

172 

19 

25 

46 

15 

105 

Jammu Sc Kashmir 

— 

— 

— 

— 

— 

2 

— 

— 

4 

6 

Karnataka 

— 

13 

34 

579 

626 

— 

3 

7 

2 

12 

Madhya Pradesh 

— 

— 

— 

1 

1 

2 

— 

4 

— 

6 

Maharashtra 

4 

12 

86 

10 

112 

97 

12 

26 

— 

135 

Orissa 

138 

66 

12 

— 

216 

— 

4 

1 

— 

5 

Rajasthan 

10 

30 

48 

133 

221 

1 

8 

9 

121 

139 

Tamil Nadu 

— 

1 

29 

47 

77 

14 

31 

41 

98 

184 

Uttar Pradesh 

409 

91 

68 

10 

578 

23 

6 

39 

3 

71 

West Bengal 

11 

10 

— 

1 

22 

16 

8 

1 

—- 

25 

Total 

L| . . 

742 

519 

487 

816 

2563 

264 

228 

247 

299 

1038 




* 
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H' ittenthatag la* 
home and employment of rural house¬ 
holds. 

* Table I shows that during 1974-79, 27.3 
per cent of the total expenditure under 
the programme i.e. Rs 34.9 crores (13 per 
cent) and Rs 38.6 crores (14.3 per cent), 
had been spent on the development of 
forestry and pasture and animal husban¬ 


dry. « reported that during this 
period, 1.9 lakhs, 0.33 lakhs and 0.81 
lakh hectares of area have been brought 
under afforestation, social forestry and 
pasture grazing, respectively, 84,218 milk 
animals distributed and 3,325 milk socie¬ 
ties established. During the period 1974- 
79, 6.89 lakhs small and 0.94 lakhs mar¬ 
ginal farmers from the total beneficiaries 


•* .VS 1 !'*’ > "' , a 

of 12.59 lakhs and 4.80 lakhs from fbree- 
try and animal husbandry, respeCtivnfy,, 
are reported to have benefited* During' 
1978-79, Rs 4.87 crores and Rs 2,47'dr^;; 
res of credit and subsidies were granted 
to small and marginal farmers for tlMfi 
development of animal husbandry (Table - 
»)• | 
The modus operand! of the programme 


Table III 

State-wise Estimates of Yield of Major Crops Under DPAP and Rest of Districts for the Years 1974-75 and 1977-78 

(Kgs./Hect.) 


State 

k 

Foodgrains 

Sugarcane (Gur) 

Cotton 

Groundnut 

Tobacco 



1974-75 

1977-78 

1974-75 

1977-78 

1974-75 

1977-78 

1974-75 

1977-78 

1974-75 1977-78 

Andhra Pradesh 

DPAP Districts 

732 

826 

4080 

6300 

147 

65 

952 

938 

526 

873 

Rest of Districts 

1350 

1061 

7540 

9400 

234 

138 

981 

905 

995 

950 

Bihar (i) 

DPAP Districts 

904 

1157 

3398 

4008 

— 

— 

— 

— 

— 

— 

Rest of Districts 

911 

1041 

3793 

3590 

— 

— 

— 

— 

— 

— 

Gujarat (i) 

DPAP Districts 

465 

843 

5387 

5392 

131 

170 

231 

816 

Gram 

410 

597 

Rest of Districts 

783 

1266 

4306 

5791 

177 

184 

462 

1049 

440 

431 

Haryana 

DPAP Districts 

524 

851 

3457 

3480 

258 

246 

— 

— 

— 

— 

Rest of Districts 

1106 

1420 

3713 

5765 

295 

311 

— 


— 


Karnataka (ii) 

DPAP Districts 

197576 

798 

770 

1975-76 

72892 

72261 



1975-76 

616 

1977-78 

568 

P 


Rest of Districts 

1279 

1486 

80172 

86020 

— 

—- 

839 

1077 

— 

_ 

Maharashtra (iii) 
DPAP Districts 

1974-75 

480 

1976-77 

574 

1974-75 

8122 

1976-77 

8710 



1974-75 

830 

1976-77 

930 



Rest of Districts 

640 

738 

8310 

6700 

— 

— 

700 

538 

— 

— 

Rajasthan (i) 

DPAP Districts 

149 

1977-78 

294 



265 

1977-78 

146 



Gram 

292 

519 

Rest of Districts 

649 

633 

— 

— 

182 

217 

—„ 

— 

256 

838 

Tamil Nadu 

DPAP Districts 

621 

1286 

8533 

6353 

100 

107 

791 

944 

— 

— 

f Rest of Districts 

1354 

1768 

9269 

10287 

200 

325 

827 

1293 

_ 


Uttar Pradesh (i) 1 

DPAP Districts 

682 

1070 

3312 

4199 

— 

— 

— 

— 

— 

- | 

Rest of Districts 

972 

1225 

4128 

4789 

— 

— 

— 

-_ 

_ 

_. 

West Bengal (i) 

DPAP Districts 

1200 

1374 





Jute 

9021 

9489 

Gram 

958 

680 j 

Rest of Districts 

1288 

1471 

— 

— 

— 

— 

6971 

7172 

720 

893 


Notes: (i) Foodgrains consists of Rice, Jowar, Bajra and Wheat only in the States of Bihar, Gujarat, Rajasthan, 
Uttar Pradesh and West Bengal. 

(ii) For Karnataka Sugarcane yield is in terms of Cane and initial year of comparison is 1975-76 instead of 1974- 
75 in other States. 

(iii) For Maharashtra, terminal year of comparison is 1976-77 instead of 1977-78 in other States. 

Source: Compiled from Agricultural Situation in India and Statistical Abstracts of States. 
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provide mbsjdies j 
sc of milk animals. 


icreditfor the ' it / 


Twenty five 
to 33.34 per cent Government assistance 
is provided to small, marginal formers 
and agricultural labourers for the pur¬ 
chase of milch animals, sheep, goats, 
pigs, poultry, etc. The programme is to 
supply two milch animals to each benefi¬ 
ciary. Second animal is supplied as soon 


ted income for the beneficiary and enables 
him to pay the loan regularly. 

Analyses of available data indicate that 
States of Rajasthan, Gujarat and Haryana 
have taken big strides in milk produc¬ 
tion. A considerable amount of expendi¬ 
ture on the development of animal husban¬ 
dry is made in other States also and credit 


that the result of expenditure incurred 
in the past in other States shall 
bear fruit soon and these other States -«« 
also catch up with the more advanced 
States. 

The philosophy behind setting up DPAP 
is that because of recurrence of drought- 
in some parts of the country/State, they* 







Tablb IV 




* N 

State-wise Estimates of Percentage Increase of Production and Yield of Major Groups Under DPAP and Rest of 



Districts Between 1974-75 to 1977-78 











(P=Production Y=Yield) 

State 

Foodgrains 

Sugarcane 

Cotton 

Groundnut 

Tobacco 


P 

Y 

p 

Y 

P 

Y 

P Y 

P 

Y 

Andhra Pradesh 










DPAP Districts 

9.8 

12.8 

31.0 

54.0 

(—)44.0 

(—)56.1 

(—)2.1 (—)1.5 

1268.8 

66.0 

Rest of Districts 

(—)5.7 

21.4 

8.7 

24.7 

(—)58.6 

(—)41.0 

P-; 

1 

as 

00 

T 

(—)20.2 

—4.5 

Bihar 










DPAP Districts 

25.8 

28.0 (- 

-)30.9 

11.6 

— 

— 

— — 

— 

— 

Rest of Districts 

29.7 

14.3 (■ 

-)9.1 (- 

-)10.4 

— 

— 

— — 

— 

— 

Gujarat 










DPAP Districts 

115.2 

81.3 

19.9 

.09 

39.4 

29.8 

411.2 253.2 

168.1 

45.6 

Rest of Districts 

70.1 

61.7 

150.4 

34.49 

20.7 

3.4 

139.8 127.1 

114.2 

(—)2.0 

Haryana 










DPAP Districts 

61.7 

67.4 

33.9 

0.7 

15.2 

(—)4.6 

— 

— 

— 

Rest of Districts 

59.6 

28.4 

84.1 

55.3 

3.0 

8.8 

- - 

— 

— 

Karnataka 










DPAP Districts 

(~)4.2 ( 

—)3.5 

19.0 (■ 

—)0.9 

— 


19.0 (—)7.8 

— 

— 

Rest of Districts 

15.3 

16.2 

19.7 

7.3 

— 

— 

(—) 1.0 28.4 

— 

— 

Maharashtra 










DPAP Districts 

23.0 

19.6 

22.5 

7.2 

— 

— 

33.7 12.1 

— 

— 

Rest of Districts 

22.6 

15.3 (■ 

-)2.5 (- 

-)19.4 

— 


(—)12.3 (—)23.l 

— 

— 

Rajasthan 








Gram 


DPAP Districts 

113.9 

97.3 

— 

— 

(—)25.0 

(—)44.9 

- - 

6952.6 

76.7 

Rest of Districts 

(—)3.1 (■ 

—)2.5 

— 

— 

44.9 

19.1 

- - 

3102.3 

227.3 

Tamil Nadu 










DPAP Districts 

175.8 

107.1 

15.6 (- 

-)25.5 

17.1 

7.7 

72.1 19.3 

— 

— 

Rest of Districts 

55.9 

30.6 

14.8 

11.0 

120.9. 

62.3 

41.3 56.3 

— 

— 

Uttar Pradesh 










DPAP Districts 

71.5 

56.9 

27.8 

26.8 

— 

— 

— 

— 

— 

Rest of Districts 

35.0 

26.0 

36.1 

16.0 

— 

— 

- — 

— 

— 

West Bengal 






Jute 


Gram i 

DPAP Districts 

16.4 

14.5 

— 

— 

4.4 

5 2 

- - 

(-)26.1 (- 

-)29.0 

Rest of Districts 

15.3 

14.2 

— 

— 

34.3 

2.9 

- - 

44. i 

24.0 | 

1 

Notes: i) Foodgrains consists of Rice, Jowar, Bajra and Wheat only in the States of Bihar, Gujarat, 

Rajasthan, Uttar 

Pradesh & West Bengal. 








f 

[ ii) For Karnataka Sugarcane yield 

is in terms of cane and 

nitial year of comparison is 1975-76 for all crops f 

instead of 1974-75 as in other States. 






1 

iii) For Maharashtra, terminal year of comparison in 

1976-77 instead of 1977-78 in other States. 


1 

1 

v-- ..— 

Source: Compiled from Agricultural Situation in India and Statistical Abstracts of States. J 
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4tbttotabl*«a/reap the benefits of new 
technology by themselves, when compared 
Jo other areas where such a calamity 
'wcurs less frequently or with less severity. 
This has resulted in increasing income 
disparities among regions; a low level of 
income for less endowed regions and a 
high level for better endowed regions. 

During 1974-78, Re 27.97 crores and 
Rs 91.46 crores had been cumulatively 
spent on agricultural development and 
creation of irrigation potential, respecti¬ 
vely. Nearly 132.30 lakh hectares have 
bean brought under improved farm prac¬ 
tices. Approximate 480,300 tonnes 
Mt fertilisers, 143,193 tonnes of seeds, 
"572,337 tonnes of pesticides are reported 
to have been consumed*. 


The Result 

What has been the result of this prefe¬ 
rential expenditure ? Whether such an 
expendituie or effort has reduced area 
disparities or not ? One way to evaluate 
the programme is to compare production 
yield and the growth of some important 
crops in the districts covered under the 
Ifwogramme with the lest of districts (not 
covered under the programme) of the 
State. State-wise estimates of yield/hec- 
tare and percentage growth of production 
and yield between the years 1974-75 to 
1977-73 fot some important crops for 
DPAP districts and rest of districts of the 
respective State for 10 States have been 
compiled and presented in Tables HI 
and IV. 

As regards foodgrains, it may be ob¬ 
served from Table HI that yield/hectare, 
in 1974-75 in DPAP districts in each state 

« is invariably less than yield/hectare in 
e remaining districts (not covered by 
DPAP) of corresponding State, showing 
thereby the comparatively low level of 
incomes and poverty of these areas. Yield 
of 149 kgs/hectare for foodgrains was the 
lowest in Rajasthan, followed by 465 Kgs 
hectare in Gujarat, 480 Kgs/hectare for 
Maharashtra in these areas. Not only was 
yield/hectare in DPAP districts of Rajas¬ 
than the lowest, but also the gap bet¬ 
ween yield/hectare of DPAP districts and 
the rest of districts was the hugest. The 
yield/hcctarr in DPAP districts was only 
B per cent of what it was in rest of dis- 
inets of Rajasthan, 46 per cent in Tamil 


Nadu, 474 per'cent lb Haryana, 54J 
per cent in Andhra and 59.4 per cent in 
Gujarat. Whereas these gaps, on one 
hand, indicate comparative poverty of 
these areas, on the other, they show the 
potentiality of increasing production and 
income dial exists within the existing 
technology .provided irrigations] facilities 
and other inputs are provided. The yield/ 
hectare for foodgrains in the State of 
West Bengal and Bihar is as high as 1200 
Kgs and 904 kgs and the gap between 
group of districts is low or negligible. 

Though the programme has completed 
five years and is running the sixth year 
since its inception, the data on area, 
production and yields for these districts 
is available only for 1977-78 So, we 
limit our evaluation of the programme 
on the basis of this year only. The yield/ 
hectare for foodgrains during 1974-78 
has increased in all States except Karna¬ 
taka; it rose from 149 kgs to 294 kgs in 
Rajasthan, 465 kgs to 843 kgs in Gujarat. 
524 kgs to 851 kgs in Haryana and 621 
kgs to 1286 kgs in Tamil Nadu. During 
the period under review, the rise in yields 
were higher in DPAP districts than in 
the remaining districts of each State, ex¬ 
cept Karnataka, the highest rise in yield 
being 107.1 per cent in the DPAP against 
30.6 per cent m the rest of districts of 
Tamil Nadu, 97.3 per cent and —2.8 per 
cent in Rajasthan, 81.3 per cent and 61.7 
per cent in Gujarat, and 56.9 per cent 


1 u_ 

and 26 per c«nt in Uttar Pradthft. The 
yield/hectare declined in Karnataka by 
3.5 per cent during 1976-78. 

The rate of increase m foodgrains pro¬ 
duction during 1974-78 in DPAP districts 
was higher competed to the rest of dis¬ 
tricts in each State except Bihar and Kar¬ 
nataka; 175.8 percent and 55.9per cent 
for DPAP districts and rest of districts of 
Tamil Nadu, 115 2 pci cent and 70.1 per 
cent for Gujarat, 1119 per cent and 
—3.1 per cent for Kit).isthan and 71.5 per 
cent and 35.0 per cent for Uttar Pradesh. 
Except for Karnataka, it appears that 
disparity between groups of districts de¬ 
creased during thispenod. As regards 
Bihar, yield/heitaic has increased but 
fall m production has been due to decline 
in area under foodgrains crop. 

As regards sugaicane, the yield/hectare 
in 1974-75 was low in DPAP districts 
compared to rest of d sti icts in all States 
except Uuiarat. The gap in yield was 
not substantial as it was in the case of 
foodgrains, implying thereby that this 
crop is grown by richer farmers using 
large amounts of modem inputs The 
yield/hcctare has increased m all States 
between 1974-78 except in Gujarat and 
Tamil Nadu. The rate of increase in pro¬ 
duction in DPAP districts has been less 
than the rate of increases in the rest of 
districts in the States of Bihar, Gujarat 
Haryana, Karnataka and Uttar Pradesh; 
and more in the states of Andhra Pra- 


--. 

Tabu. V 

Sectorwise Mandays Employment, Expenditure Incurred and Expenditure/ 
Maaday for the Years 1977-78-1978-79. 


Sector Employment Generated Expenditure Incurred Expenditure/ 
(1 akh Mandays) (Rs in lakhs) Manday (Rs) 



1977-78 

1978-79 

1977-78 

1978-79 

1977-78 

1978-79 

Agriculture 

115.2 

147.6 

934.3 

1347 

8 1 

9.1 

Irrigation 

128.5 

145.7 

2294 8 

3,000 

J7.9 

20.6 

Forestry & 
Pasture 

116.7 

112.0 

892.6 

978 

7.7 

8.7 

Animal 

Husbandry 

13.8 

'21.2 

1298.4 

1376 

94.1 

65.0 

Others 

25.4 

25.8 

584.4 

2009 

23 2 

78.1 

Total 

399.6 

452.4 

6004.5 

8017 

15.0. 

17.7 


l --- f 
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> desb, Maharashtra and Tamil Nadu, ira* 
plying thereby that disparity increased in 
former States and decreased in latter 
States on account of this crop. 

In DPAP districts, the yield/hectare and 
production for cotton crop has declined 
in the States of Andhra and Rajasthan 
and increased in the States of Gujarat, 
Tamil Nadu and Haryana during 1974-78. 
The fall in yield and production of cotton 
in Andhra and Rajasthan has been due 
to the shift of cultivation in favour of 
tobacco and gram whose yield and pro* 
duction in DPAP districts of these States 
has increased substantially. 

There has been substantial increase in 
yield and production of gram in the 
DPAP districts of Gujarat and Rajasthan. 

An interesting feature noticed in 
Andhra Pradesh is that high degree of 
commercialisation taking place in DPAP 
districts of the State. With the yield for 
tobacco increasing from 526 to 878 kgs/ 
hectare (66 per cent) and reduction of 
yield gap between the two groups of dis¬ 
tricts, the production increased by 1269 
per cent during 1974-78 showing the shift 
in area to more remunerative crop, tobac¬ 
co cultivation, at the cost of cotton, 
groundnut and sugarcane. 

One clear trend discernible from the 
data on yield and production of food- 
grains is that rate of growth of produc¬ 
tion is higher, yield gaps are reduced 
during 1974-78 for DPAP districts as 
against rest of districts in the State. No 
such definite conclusion can be drawn in 
respect of Karnataka State for which fur¬ 
ther analysis are required. As more 
than 70 per cent of the area is under 
foodgrains crops and at the same 
time these crops are cultivated by small 
farmers, it may safely be concluded that 
inter-regional disparities have been reduc¬ 
ed, howsoever small the reduction may 
be. by such special programmes. 

It has not been possible to relate im¬ 
provement in production with the State 
expenditure on agriculture and irrigation 
because the number of districts and 
area coverage is different in different 
States. 

A total of about 1780 lakh mandays of 
employment are reported to have been 
created during 1974-79 under DPAP. 

It may be observed from Table V 


tbit agriculture, forestry and pasture, 
and irrigation sectors are comparatively 
more employment-oriented and the cost 
per manday of employment generation is 
lesser in these sectors in comparison to 
other sectors. 

Though only l/12th of population lives 
in this area, the rate of unemployment 
must be higher than what the all- 
India average figure suggests because the 
area is comparatively underdeveloped. 
It may therefore be safely assumed that 
two million daily status unemployment 
exists in this area. On the assumption 
that a worker on an average works 
for 260 days in a year, we may require 
more than Rs 900 crores annually 
for employing the unemployed force at 
Rs 17.72 per manday cost of employment 
creation. 


the nation may aot be able to Spare 
such large resources at this moment, one 
possible escape is to limit the operation 
of ‘Food for Work Programme* only in 
these areas—DPAP is one—'till inter¬ 
regional disparities are reduced to 
tolerable limits. The better endowed 
areas, which have already achieved rela¬ 
tively higher plateau of development, may 
be left to look after themelves. 
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Amexure / 

Districts/States Covered Under DPAP 

State 

Districts 

Andhra Piadesh 

Anantpur, Chitoor, Kurnool, Mehboob- 
nagar, Nalgonda, Prakasam and Cuddapah. 

Bihar 

Gujarat 

Palamau, Monghyr, Nawadah and Rohtas. 

a) Arid areas 

Kutch, B&naskantha and Mehsana. 

b) Semi-arid areas 

Surendranagar, Rajkot, Jamnagar, Amreli, 
Panchmahal, Bhavnagar, Ahmedabad. 

Haryana 

Mohindergarh, Bhiwani and Rohtak. 

Jammu & Kashmir 

Doda and parts of Udhampur. 

Karnataka 

Bijapur, Belgaon, Dharwar, Chitradurga, 
Raichur, Bellary, Tutnkur, Chickmagalur, 
Kolar and Gulbarga. 

Madhya Pradesh 

Jhabua, Dhar, Sidbi, Khargone and 
Shahdol. 

Maharashtra 

Nasik, Ahmednagar, Pune, Satara, Sangli ' 
and Sholapur. 

Orissa 

Rajasthan 

Phulbani and Kalahandi. 

(a) Arid areas 

Jaisalmer, Bikaner, Barmer, Nagaur, 


Jalore, Pali, Churu and Jodhpur. 

(b) Semi-arid areas 

Jhunjhunu, Ajmer, Durgapur, Udaipur, 
and Banswara. 

Tamil Nadu 

Ramanathapuram and Dharampuri. 

Uttar Pradesh 

Mirzapur, Varanasi, Allahabad, Jalaun, 
Banda and Hamirpur. 

West Bengal 

Purulia, Bankura and Midnapur. 


Source: “Manual on Integrated Rural Development Programme**, Ministry of Rural | 
Reconstruction? New Delhi. 1 j 
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Riding the air routes 
in Tanzania? 

Or transporting foodgrain 
by truck to Orissa? 
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Bank of India 
moves money 
to move projects 
the world over. 

Wherever on earth the world wants to do 
business. Bank of India makes it its business 
to help finance it. 

From London to Paris to New York to San 
Francisco to Tokyo to Jakarta to Hong Kong 
to Singapore to Nairobi, there's a 
Bank of India office straddling almost all the 
strategic trade centres in 24 cities 
around the world. 

Each office is backed with the kind of 
expertise that comes with 35 years 
of international Banking experience. And 
staffed with the kind of people who can 
provide you with just that competitive edge 
you require in this highly competitive world 

No wonder Bank of India means business. 

Both at home and abroad. 


PLATINUM JUBILEE YEAR 


*C «■/ 

/ 

YEARS OF SERVICE 


Bank of India 

(A Govemm.nt of India Undertaking) 

The largest nationalised bank, 
at home the world over. 
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Economic Analysis 


States' Indebtedness to the Centre 

6. Chandrasekhara Rao and 6. Raghava Reddy 

i The amount of Central loans to State Governments has been inc reas ing over the last 30 years. In this article the 
authors who are Lecturer and Reader respectively at S.V.U.P.G. Extension Centre at Kavali, Andhra Pradesh , examine 
the extent of indebtedness of the States to the Centre and the financial burden that is imposed on them. They plead for 
a thoroughgoing review of Centre-State financial relations with a view to reducing the burden of debt on the States. 


;; The public debt of State Governments 
;; consists of internal loans (market loans 
;; and others), loans from the Central 
;; Government and unfunded debt. Broa- 
<; dly, we may classify States’ debt into 
;; Central loans and non-Central debt. 

■; Table I gives the details of the growth 
;; and composition of States’ debt. 

X It may be noted from Table I 

< > that Central loans as a proportion of 

• • States’ total debt have gone up from 

52 per cent in 1951 to 72.9 per cent in 
!. 1980. Central loans to States have 
gone up by 78 times, whereas States’ 

! ’ total debt has risen by 56 times during 
^ 1951-80. This reflects the financial 
•' vulnerability of the States as compared 

I ► to the Centre, partly because of the 

< ’ inelastic type of taxes that confront the 

• • former and partly because of inade- 
- ■ quate effort to mobilise tax revenues 

• • vis-a-vis the latter. 

I! The outstanding debt liabilities of 
!; State Governments registered a larger 
;; increase of Rs 2,579 crores (or 15.7%) 
;; during 1978-79 to reach the levels of 
' * Rs 18,963 crores at the end of March, 
!! 1979 as against an increase of Rs 1,685 
crores (or 11.5%) during the previous 
;! year. At Rs 18,963 crores at the end 
Iof March 1979, they formed 24.8 per 
cent of National Income during 1978- 
!! 79 as against 22.4 per cent in 1977-78. 

!! States’ debt liabilities arc expected to 

II show a smaller rise of Rs 2,070 crores 
(or 10.9%) during 1979-80 to reach the 

; [ level of Rs 21,033 crores at the end of 
March, 1980. 


The growing volume of State debt 
involving a rise in the proportion of 
Central loans normally causes concern 
because of rising interest commitment 
and repayments. The'financial burden 
of States’ indebtedness with particular 
reference to Centra] loans is indicated 
in Table II. 

It may be seen from Table II that 
there has been a phenomenal rise in 
interest payments of the States. During 
the Plan period States' total interest 
payments have soared up by 123 times 
as against their interest payments to 
the Centre by 187 times. This growth 


1951 


375 

1956 


1,296 

1961 


2,739 

1966 


5,512 

1974 


11,590 

1978 


16,384 

1979 

(RE) 

18,963 

1980 

(BE) 

21,033 


is glaring in relation to the rise in inte¬ 
rest payments of the Centre which is 
60 times only. Interest on Central 
debt constituted 40 per cent of total 
interest payments of States in 1950-51; 
it has jumped up to 71 per cent by the 
end of the first Plan. However, there 
was a fall to 48 per cent by the end of 
the II Plan. It went up to 57 per cent 
by the end of the III Plan. Although 
it had exhibited the steep rise by 1970- 
71 (67%) it was around 62 per cent in 
the 1970s. Nearly two-thirds of the 
interest payments of the States accrue 
to the Centre causing a drain on the 


196 

52.2 

943 

72.7 

2,014 

73.5 

4,103 

74.5 

8,578 

74.0 

11,529 

70.4 

13.819 

72.9 

15,336 

12.9 


Source: 1. Report of the VU Finance Commission, P. 84. • 
2. Report on Currency and’Finance, 1978-79. Vol. il. 
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Table I 


Year 


States’ Debt and Central Loans : 1951-80 
(as on 31st March) 


Total debt of 
the States 


Central 
loans to 
the States 


(Rs crores) 


Central loans as a 
per cent of States’ 
total debt 





resources to 

do Suites. 

|Ur While interest payments in absolute 
terms might raise the eyebrows of the 
common man, economists stress that 
they should be judged in relation to 
the GNP on the one band and tax reve¬ 
nues on the other. The relative burden 
of debt can be understood only in such 
a context. Table III provides some 
details in regard to debt servicing and 
repayments. 

The relative financial burden of debt 
services may be noted from the data 
incorporated in columns 3 and 4 of 
Ptfeble II. Debt servicing as a pro¬ 
portion of current revenues of the 
States accounted for nearly two per cent 
in 1950-51 and rose to 12.7 percent 
and 16.4 per cent by 1960-61 and 1970- 
71 respectively. Interest payments to 
the Centre as a proportion of current 
revenues exhibit more or less commen¬ 
surate rates as that of total debt ser¬ 
vices. In the Seventies there was a 
moderate decline in the proportion of 
total as well as Central interest 
Inpayments as may be noted from 
Table III. 

Loans repaid to the Centre as a pro¬ 
portion of ihe capital receipts of the 
States has gone up from 8.44 per cent 
in 1950-51 to 16.77 percent In 1979-80. 
The performance in regard to repay¬ 
ments of loans to the Centre varies 
markedly over the Plan period. On the 
whole, there is a rising trend and the 
level has doubled during the three 
decades of planning. 

The rising volume of Central debt 
^ has involved an increasing volume of 
W interest as well as principal repay¬ 
ments. Although interest payments as 
a percentage of current revenues of 
the States have exhibited a rising trend 
in the first two decades of planning, 
there is a declining trend in the third 
decade. On the whole, the financial 
drain caused seems to be increasing 

The real burden of public debt, inter¬ 
nal, external as also Central and States’ 
depends upon the utilisation of the 
debt. Productive utilisation of debt 
results in capacity-generating effects 


Abu mmupmmm or iapWA two 
in an increased flow of resources, tax 
as well as non-tax. Such debt tends to 
be self-liquidating and imposes the 
least burden. 

Till the beginning of the fourth Plan, 
the bulk of Central assistance was 
linked to individual schemes. The 
pattern was changed to block assis¬ 
tance from then onwards, with the 
result that a direct nexus between loan 


fluid ana their utilisation 
established. However the Seventh 
Pinance Commission found that the 
figures of capital outlay and outstand¬ 
ing loans advanced by the State 
Governments, both for plan and non- 
plan purposes, have consistently been 
more than the outstanding debt of the 
States throughout the era of planning. 
It is felt that it was a welcome feature, 
indicative of the States taken together 


Table II 

States* Debt Service Costs 


(Rs crores) 



States’ interest 

Interest payments 

Col. 3 as a 

Year 

payments 

to the Centre 

ofcnl.2. 

(1) 


(2) 


(3) 


1950-51 


8.46 


3.4 

40 20 

1955-56 


18.94 


13.5 

71 27 

1960-61 


128.00 


61.0 

47.66 

1965-66 


268.70 


152.0 

56.57 

1970-71 


578.00 


386.6 

66 88 

1976-77 


757.00 


485.7 

64.13 

1977-78 


822.30 


510 1 

62.03 

1978-79 

(RE) 

893.20 


586.3 

60.87 

1979-80 

(BE) 

1,037.20 


637.2 

61.43 

Source 

: 1. V.B. Ghuge : Burdens and Benefits of India’s National Debt, P.52. 


2. Report on Currency and Finance, : 

1978-79, Vol. II. 

A 



Table III 




States* Debt Servicing aud Repayments 







(Rs crores) 



Debt. Servic- 

Interest 

Capital 

Repayment 

Year 

Current 

log as a% 

payments receipts 

to the Centre 


revenue 

of col. 2. 

as a% 

of the 







of col. 2. 

States 

Amount Asa% 






of col 5. 

(1) 

(2) 

(3) 

(4) 

(S) 

<6> (7) 

1950-51 

396.6 

2.13 

0.80 

135.0 

11.4 8 44 

1955-56 

546.3 

3.46 

2.47 

397.7 

23.0 5.78 

1960-61 

1,011 8 

12.66 

6.02 

580.0 

114.2 19.68 

1965-66 

1,850.0 

14.52 

8.22 

1,309.0 

285.2 21.78 

1970-71 

3,518.4 

16.42 

10.97 

1,699.3 

633.9 37.30 

1976-77 

9,037.0 

8.38 

5.37 

2,884 5 

719.3 24 93 

1977-78 

9,930.6 

8.28 

5.14 

3,198.0 

790.1 24 71 

1978-79 

11,444.4 

8.42 

5.12 

4,599.3 

794.7 17.28 

1979-80 

13,202.9 

7.85 

4.83 

3,605.6 

604.7 16.77 


Source : 1* 

V.B. Ghuge ; Op. Cit! P. 

53. 



2. 

RBI : Report on Currency and Finance 1978-79, Vol. 11. 
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'} having financed a part of their capita) 

% outlay and lendings from revenues and 
X from net receipts under public account. 

However, the growing indebtedness 
of the States to the Centre has resulted 
in the emergence of certain problems 
of financial management and adjust* 
ment between the Centre and the 
States. These problems have been 
accentuated by the trends in regional 
variation and incidence of poverty 
among the different parts of the coun- 
. try. The slackening tax effort on the 
1 part of the States on the eve of the 

1 Finance Commissions and their growing 

2 dependence on the Centre for grants 
J and loans have considerably eroded 
2 their fiscal autonomy. In a federal 
7 system wedded to multi-level planning, 
f an effective and independent function- 
? ing of the different layers of the 
? Government needs to be reinforced, 
f The recommendations of the finance 
T commissions from time to time have 
t hardly piovided any solution. How* 

2 ever, they have contributed to the 

1 minimisation of the woisening trend in 

2 Centre-State financial adjustment in 
Z regard to loan operations. A glimpse 
T at those suggestions and recommen- 
2 dations is worthwhile in this context. 

j The ever-increasing dependence of 
J the States on the Centre has become 

! a major financial problem to both the 
Centre and the States. Successive 
Finance Commissions have dealt with 
t the problem of debt, an, abrasive 
2 element in the Centre and State fman- 
J cial relations, and tried to evolve 
j a modus vivindi for rationalising debt 
X repayment. The Third Finance Com- 
X mission, for example, noted the 
i gravity of the situation and recotn- 
J mended an analysis and review of the 
2 situation. The Fourth Finance Com- 
2 mission felt. that instead of a uniform 
| treatment meted out to every State, a 
2 more thorough and discriminating 
1 approach was needed with regard to 
2 periods, rates of interest and other 
2 terms of each loan which the Centre 
) advanced to a State. The Fifth 
2 Finance Commission suggested that 
t those loans which did not bring direct 
h-v-v ♦♦♦♦»»»■»-- »» ♦ « »>>♦♦» ■ »»« - 


m 


return should be kept wflttib a 
tunable proportion of the States* 
own resources, it also wanted a 
relief to the States fat terms of their 
interest liabilities and occordingly all 
those rates were reduced with effect 
from April f, 1969. The Sixth Finance 
Commission recommended that the 
existing outstanding loans should be 
consolidated into certain specific cate¬ 
gories and the terms of repayment 
should be liberalised. This Commis¬ 
sion also made a detailed study of 
indebtedness of the States and sug¬ 
gested a relief of R$ 1970 crores for 
the Fifth Plan period. It farther felt 
that it would be better to provide on a 
large scale for development of drought- 
prone areas than spending large 
amounts on financing relief on an ad 
hoc basis. 

According to the estimates of the 
Seventh Finance Commission, the 
total debt of the State Govern¬ 
ments was Rs 18,785 crores at the end 
of the 1978-79 of which the liability 
to the Centre alone would be Rs 13,463 
crores and the market loans Rs 2572 
crores. The remaining Rs 2750 crores 
consisted of negotiating loans, compen¬ 
sation bonds, provident fund and 
other unfunded debt.' The Seventh 
Finance Commission estimated the 
unproductive loans to the tune of 
Rs 943 crores among the total debt 
which bas to be written off since it 
will not yield any returns. The re¬ 
maining is divided as semi-productive 
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has to be repaid in 30 equal instal¬ 
ments from tfre year 1979-80, The 
productive debt has to be repaid in 
annual instalments. 4.75 per cent and 
5 per cent Interest fates to be charged 
are on semi-productive and pro¬ 
ductive debts respectively. The recom¬ 
mendations of the Seventh Finance 
Commission are to be explored 
thoroughly and implemented sincerely 
to relieve the States, to (he extent 
feasible, of the burden of Central 
debt. A federal set-up wedded to 
planning with sociat and regional 
justice demands the financial structure 
between the different layers to be 
equitable and just rather than domi¬ 
nating and directing. The entire issue 
of Centre-State financial relations, in¬ 
cluding debt relations, needs a tho¬ 
rough probe and a definite reorien¬ 
tation in the context of political deve¬ 
lopments in the recent past. 
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tn the Nation 


A Restrictive Import Policy! 


*hb Union Commerce Minister, Mr 
’ranab Mukherjee, told the Rajya Sabha 
»n December 2 that the Government 
ould not afford to continue the “too 
iberalised import policy” in view of the 
widening trade gap and the severe cons- 
raints on foreign exchange resources. 
The Government’s anxiety to economise 
n imports is understandable, but it 
should be done with the utmost caution. 

In recent years, India’s imports have 
been maintaining a sharply rising trend. 
From Rs 5,074 crores in 1976-77, they 
jumped to Rs 6,066 crores in 1977-78, 
Rs 6,814 crores in 1978-79 and Rs 8,683 
crores in 1979-80. In the last three years, 
the average rate of growth in imports 
per annum was of the order of 19 per 
cent compared to the increase of 7.7 per 
cent in the average rate of exports. In 
1979-80, against the import bill of 
Rs 8,683 crores, exports amounted to 
only Rs 6,421 crores, indicating a rise of 
12.13 per cent in exports and 27.43 per 
cent in imports over the previous year. 

Plea for Liberalisation 

The Chief Controller of Imports and 
Exports, Mr M. Narayanaswami, and his 
senior colleagues recently went round the 
country, met the representatives of indus¬ 
try and trade and sought their sugges¬ 
tions for the import policy for 1981-82. 
Jn the course of these discussions, several 
specific proposals were made for simpli¬ 
fying procedures and for further liberalis¬ 
ing the policy in respect of import of raw 
materials, capital goods and other items 
which are required for industrial produc¬ 
tion and export promotion. If, however, 
the Commerce Minister feels that the im¬ 
port policy has to be tightened, he should 
now issue some broad guidelines to the 
Chief Controller of imports and Exports, 
and industry and trade should also be 
given some indication of the Govern¬ 
ment’s thinking in this regard. Sudden 
pnd drastic cuts in imports should be 


avoided at all costs. It was reported some 
time ago that the Government might 
change the system of importing industrial 
raw materials under OGL. It is necessary 
to ensure that any modification of this 
arrangement does not adversely affect the 
economy. 

The immediate objective of the Govern¬ 
ment should be to give a strong stimulus 
to production so that the imports of 
items which could be made in our coun¬ 
try can be substantially reduced and ulti¬ 
mately eliminated. Because of the stag¬ 
nation or decline in production, we had 
to import in 1979-80 substantial quan¬ 
tities of several commodities like steel, 
cement, paper, aluminium and caustic 
soda. It is estimated that the imports of 
such items cost the country between 
Rs 1,500 to 2,000 crores. A wide range of 
industries continues to operate with siz¬ 
able idle capacity due to the deficiencies 
in infrastructure and shortage of inputs. 
Some industrial associations have calcu¬ 
lated that a 10 per cent increase in the 
generation of power can result in an addi¬ 
tional production of about Rs4,000 crores. 
Control of labour unrest and provision of 
more credit facilities will also help to 
step up production with its beneficial 
impact on the balance of payments. 

Time-bound Disposal 

The imoprt policy for 1980-81 contains 
several provisions to enable industries to 
obtain more easily raw materials, machi¬ 
nery and other items required for pro¬ 
moting production and exports. The 
Government has also introduced a scheme 
for the time-bound disposal of import 
applications. The time-limit fixed is 30 
days for automatic licences, 45 days for 
supplementary licences, replenishment 
licences including advance/imprest licen¬ 
ces and 60 days for capital goods. The 
limit will apply from the date on which 
the application is received by the licens¬ 
ing authority to the date of its disposal. 


; 

Every effort should be made to imple- ■ r| 
ment this scheme effectively since delay ' ■ 
in issuing import licences often escalates ,;; 
the costs and causes other complications vf 
If the Commerce Ministry is going to 
tighten the import policy, it should take 
particular care to see that it does not 
hurt industrial production or export pro¬ 
motion. ; 


Food for Supreme 
Court 


The FooD-for-Work Programme, which 
has been a source of friction and mis¬ 
understanding between New Delhi and 
West Bengal in the last few months, 
has taken a new turn with Mr Jyoti 
Basu’s request to the President of India 
to refer the issue to ttfe Supreme Court. 
The Chief Minister disclosed in Calcutta 
on December 4 that he had written to 
Mr Sanjiva Reddy, drawing his atten¬ 
tion to the wrong statements made by 
the Union Agriculture Minister and his 
officers in regard to the utilisation of 
foodgrains under this programme. Mr 
Basu observed that “the honour and 
dignity of the Slate Government” had 
been deeply hurt by the misleading 
views expressed by the Union Minister 
and he, therefore, appealed to the 
President under Article 143 of the 
Constitution to seek the opinion of the 
Supreme Court on the correctness of 
the stand of the Central Government. 

The Union Minister had said in 
Parliament and outside that the Govern¬ 
ment of West Bengal had not submitted 
certificates of utilisation covering even 
50 per cent of the foodgrains released. 
But, according to Mr Basu, this state¬ 
ment is wholly misleading because in 
the three years 1977-78, 1978-79 and 
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^1^79^0, the total allotment of food- thousands of rural p'oot' l>kV6^' bbeli' 1 

grains to West Bengal was 416 lakh denied the opportunity of gainful units have been commissioned at Boroda 
i’ r tonnes, against which utilisation certi- employment under this scheme. It is and Tuticorin, in addition to the first 
ficatcs had been sent in respect of 3.47 for the Prime Minister to see that the unit at Nanga! which was set up as am * 
lakh tonnes, indicating a rate of utilisa- controversy does not degenerate into a adjunct to the Nangal Fertilizer Plant 

tion of over 83 per cent. According to serious confrontation with the Centre, originally based on the electrolysis pro- 

Dr Ashok Mitra, the State Finance She has declared on several occasions cess. Both the Baroda and Tuticorin 

Minister, between 1977-78 and 1980-81 that she has no intention to topple the units have passed through great vicis* 
(upto October 31) 413,273 tonnes of United Front Government. But this situdes which delayed their commission* 
foodgrain* had been released of which negative approach is not enough. She mg. The two projects, however, are 

379,594 tonnes or over 91 per cent, had should ensure that the Centre-State now stated to be fully operational. 


been utilised. Moreover, the Secretary 
of the Union Ministiy of Rural Recons¬ 
truction had officially admitted that 
the State had accounted for 64.2 per 
cent of utilisation. 

In view of these conflicting statements, 
it is difficult to find out whether the 
Centre or the State Government is speak¬ 
ing the truth. But is this a matter of 
such importance as to be referred to 
the Supreme Court for its judgement ? 
The Prime Minister could easily ascertain 
the facts and take appropriate action. 
However, if Mr Basu feels that the 
court must be brought info the picture, 
there is no reason why it should be 
asked to pronounce a verdict only on 
the facts regarding utilisation certificates. 
There have been various other allega¬ 
tions against the West Bengal Govern¬ 
ment relating to the implementation 
of Food-for-Work programme. 

Political Bias 


differences do not result in hardship to 
the people. 

Stimulus to Nuclear 
Power Programme 

The atomic power programme, which 
received a serious jolt in the early 1970s 
following the Pokharan implosion and 
the consequent curtailment of technical 
collaboration by the Western countries, 
should receive impetus in the near 
future. With the recent commissioning 
of the second unit of the Ranapratap 
Sagar Project in Rajasthan, the nuclear 
generation capacity in the country has 
already gone up to 820 Mwe. It may 
increase by another 235 Mwe when the 
first of the two units of the Kalpakkam 
(Madras) project goes on stream in the 


The Prime Minister, Mrs Indira 
Gandhi, gave the heartening news in 
the Rajya Sabha last week that 
we will become self-sufficient in heavy 
water supplies when the existing plant; J 
and those expected to be commissioned 1 
shortly run to their rated capacities. 
Presumably because of strategic reasons, 
she, of course, refrained from providing 
information on the likely demand for 
heavy water in the coming years when 
the second unit of Kalpakkam (235 Mwe 
capacity) and the Narora complex in 
Uttar Pradesh (two units of 235 Mwe 
each) are brought on stream. The over 
six years delay in the setting up of the 
first unit of the Kalpakkam project, it is 
understood, will not entail similar delays*! 
in the commissioning of the second unit 
there and the Narora complex, though 
some delays cannot be ruled out. The 
second unit at Kalpakkam may follow 
in a couple of years and the two units 
at Narora in the subsequent three or 


It has also been stated that political 
and party considerations have been 
allowed to influence the distribution of 
foodgrains and that the creation of 
durable assets has not been given proper 
importance. The State Government has 
also been charged with the non-compli¬ 
ance of several other guidelines issued 
by the Centre for carrying out this 
scheme. Mr Basu has refuted these 
allegations but now that he wants the 
Supreme Court to look into one aspect 
of this controversy, will it not be desi¬ 
rable to examine the other related 
issues as well ? 

Meanwhile, it is indeed a matter of 
regret that the people of West Bengal 
have been made to suffer on account of 
the interruption of this programme. 
Mr Basu has said that because of the 
attitude of the Centre, hundreds of 


next few months. The major constraint 
on its commissioning—the availability of 
heavy water—is stated to have been over¬ 
come presumably through the procure¬ 
ment of 241 tonnes of heavy water from 
the Soviet Union under a contract 
signed in September, 1976. 

Apart from the difficulties which were 
encountered in securing the supplies of 
some essential equipment from Western 
sources for the completion of the 
Ranapratap Sagar and the Kalpakkam 
projects in the recent years, the non¬ 
availability of heavy water in adequate 
quantities from the domestic sources 
had been a factor causing serious upsets 
in the development programme in the 
field of nuclear energy. While consi¬ 
derable headway has been made to 
develop indigenous capabilities of manu¬ 
facturing equipment for nuclear power 


four years. 

Additional Capacity 

The additional capacity for the pro¬ 
duction of heavy water to which the 
Prime Minister referred is being put up 
at Talchcr in Orissa and Kota in 
Rajasthan. The pre-commissioning acti¬ 
vities at both these locations have 
already commenced. Subject to the 
availability of synthesis gas from the 
associated fertilizer project, the Talcber 
unit is expected to be completed by the 
end of this year. It may go into 
production in the middle of next year. 
The testing of the auxiliaries at the Kota 
plant too is likely to be completed in the 
next few weeks. This unit is likely to go 
on stream in the last quartet of next year. 

Considerable headway has also befcn 
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nockar fuel at Hyderabad. Till the end 
^ of March last, 26.02 tonnes and 39.17 
^tonnes of fuel from the Hyderabad 
complex had been made available to the 
Rajasthan and Kalpakkam projects. These 
supplies were considered to be sufficient 
to ensure the criticality of the reactors at 
the two places except for the depleted 
fuel bundles which were to be processed 
ffiis year. On the enriched uranium 
side, seven days fuel had been supplied 
till the end of last financial year. The 
nuclear fuel complex at Hyderabad is 
being expanded at an estimated cost of 
^JLs 13.06 crores to raise its capacity 
HErom the present 100 tonnes of finished 
fuel annually to 210 tonnes. 


Indo-lndonesian 
Economic Cooperation 


■ The visit of the Indonesian President, 
^General Suharto, to New Delhi a few days 
ago and the sojourn of quite a few dele¬ 
gations from India at the official as well 
as non-official levels to Jakarta during 
the last two years should open up new 
vistas of economic cooperation between 
the two countries. Despite historical ties, 
economic cooperation between them was 
at a low ebb after they attained indepen* 
dence during the forties primarily owing 
to their competitiveness in the exports of 
several primary products and Indonesia 
having its most important partners in 
.trade in the western industrialised coun- 
Stries and Japan, Hong Kong and the 
People’s Republic of China. Consequent¬ 
ly, the two-way trade upto 1972-73 did 
not exceed Rs 5.57 crores—India’s ex¬ 
ports to Indonesia Rs 5.3 crores and 
Indonesia’s exports to India just Rs 27 
lakhs. These trade exchanges, of course, 
have tended to multiply during the past 
five years and currently aggregate to 
approximately Rs 100 crores, India’s ex¬ 
ports being over Rs 80 crores and those 
of Indonesia over Rs 15 crores. But still 
a good deal can be done to foster coope¬ 
ration between the two. 

* India’s exports to Indonesia have gone 


for, besides the traditional 
items such as spices, unmanufactured 
tobacco, gums and resins, jute manufac¬ 
tures and textiles, it has been able to sell 
in the recent years a wide range of other 
manufactured products such as synthetic 
and organic dyestuffs, pigment paints, 
varnishes, textile and leather machinery, 
woven fabrics, pig iron, ferro alloys, 
structural* and parts, power generation 
equipment, road motor vehicle^ etc. 

Faster Growth 

India’s exports to Indonesia could have 
grown even faster had Indonesia been 
able to utilise the Rs 50 crores credit 
made available to it when its economy 
came under severe stress about five years 
ago. But the local laws inhibiting Indo¬ 
nesian banks from standing guarantee 
for the repayment of the credit have 
enabled only a partial utilisation of this 
loan. 

Indonesia’s exports to India, on the 
other hand, have not grown faster pre¬ 
sumably because of its limited capabili¬ 
ties for meeting India’s import require¬ 
ments which are primarily of industrial 
raw materials and intermediates, selected 
equipments and machinery, ferrous and 
non-ferrous metals, crude oil and petro¬ 
leum products, fertilisers, etc. The Indo¬ 
nesian crude oil could have been import¬ 
ed by India in fairly substantial quan¬ 
tities but for the high premium it com¬ 
mands in the international market and it 
not being very suitable for the petroleum 
products consumption pattern in India. 
Indonesia, therefore, continues to supply 
India such items as spices, crude vege¬ 
table materials, essential oils, perfumes 
and flavour material. The major increase 
in Indonesia’s export earnings from India 
has been on account of palm oil which 
India has been taking in substantial quan¬ 
tities in the recent years. 

India’s exports to Indonesia, of course, 
have been helped not insignificantly also 
by the joint ventures undertaken by Indian 
entrepreneurs in that country since 1972 
in such diversified fields as textiles, engi¬ 
neering, chemicals, pharmaceuticals, etc. 
Of the 192 effective Indian joint ventures 
abroad in the beginning of this year, as 
may as 18 were in Indonesia—11 in ope¬ 
ration and seven under construction. 
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Indian participation in these ventures had 
been in the form of technical know-how 
and equipment supplies. Some cash 
cipation has been there after the 1^|S 
revision of the guidelines for setting : dj| 
joint ventures abroad. /f 

During President Suharto's visit, sevisg 
ral new lines of manufacture have 
identified for participation by Indians^ 
These include Iron and steel, sponge iron*; 
cement, cotton textiles, machine tools* 
power generation, fertiliser and railways^ 
The experts and officials from the twt> 
countries arc to meet soon to explore 
further fields in which the two countries 
can collaborate. There can he ho 
doubt that many other areas of supply 
of technical know-how and equipment 
by India will be identified during this 
meeting for India’s development over 
the past two decades has undoubtedly 
equipped it for rendering technical 
assistance to the developing countries in 
many spheres of economic activity. 

An Alternative Source 

Significantly enough, there is a growing 
appreciation amongst the developing 
countries of India emerging an alternative 
source of technical assistance to them for 
what they need most /s the appropriate 
technology and not the most modem one 
available from the highly developed coun¬ 
tries. The ASEAN grouping, to which 
Indonesia belongs, is reported to be more 
interested now in developing small and 
medium-scale industries based primarily 
on local raw materials so that it is able to 
tackle the unemployment problem better 
(till lately these countries have been con¬ 
centrating on building up some key and 
basic industries with western assistance). 
India, therefore, can play a very useful 
role in fostering the development of 
these countries. 

The communication gap between India 
and the ASEAN nations has been bridg¬ 
ed to some extent in the past couple of 
year, but concerted endeavours in this 
direction will have to be continued if 
economic cooperation between the two 
pides is to fructify fully. There is urgent 
need of augmenting the shipping facilities 
too, as also of sizable participation by the 
two sides in each other’s trade and indus¬ 
try fairs and exhibitions. The establish- 
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£N' countries on the lines of the 
Ljnistion in Brussels in the European Eco* 
pltoinic Community too should be a step 
[ in the right direction. 


World Bank Loan 
for Bombay High 


India’s efforts to increase petroleum pro¬ 
duction will be assisted by a Joan of $400 
Pillion from the World Bank. The loan, 
the largest single operation for the 
Bank, will finance the foreign exchange 
cost of the development of the Bombay 
High oil and gas field, located about 160 
kilometres from Bombay. 


The $ 823.2 million project will help 
complete the development of the southern 
and central areas of the Bombay High 
field, and thus help it achieve a produc¬ 
tion potential of 240,000 barrels a day 
: by mid-1982. The principal components 
■agf the project are : drilling of 64 deveiop- 
PSent wells, construction and installation 
of IS production platforms, construction 
\ and installation of a three-deck proces- 
i sing platform—Bom bay High south—and 
! a separate living quarters platform. The 
project also includes about 133 kilometres 
of subsea flow lines, expansion of shore 
facilities, extension of telemetry and tele¬ 
control installations, and engineering 
technical services and reservoir consul¬ 
tancies. 


0 


The Bank and IDA have been associat- 
with the Development of India’s 
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tions have made 20 loans and credits 
totalling S 1,504 million for power gene¬ 
ration and transmission and two loans 
totalling $ 47.4 million for coal produc¬ 
tion. The new loan of $ 400 million is the 
second from the Bank in support of deve¬ 
lopment of India’s petroleum sector. The 
Bank made a loan of 5 150 million in 
1977 for Bombay High phase III. That 
project included production wells, pro¬ 
duction and production-processing plat¬ 
forms with a combined capacity of 
180,000 barrels per day and ancilliary 
facilities. The project is expected to be 
completed later this month. 

The World Bank loan to India is for 
20 years, including five years of grace. It 
will carry interest at the rate of 9.25 per- 
tent per annum. It will be passed on to 
the Oil and Natural Gas Commission 
(ONGC) with the same maturity and grace 
period but at 10.75 per cent annual inte¬ 
rest. 


Textile Equipment 


It, indeed, is heartening to note that our 
textile machinery manufacturers have 
taken measures during the last couple of 
years to develop in a more concerted 
manner than earlier both textile techno¬ 
logy and the engineering and designing 
of textile machines. An eloquent testi¬ 
mony of this was available at the India 
International Textile Machinery Exhibi¬ 
tion held at Bombay a few days ago as 
one of the four important events concern¬ 
ing textile industry, the other three being 
the international standard organisations’ 
conference on textile standards, the 
international textile engineering symposi¬ 
um and a seminar on the role of consul¬ 
tancy organisations and financial institu¬ 
tions in project formulations. Although 
India has still to match the manufacture 
of the latest highly automotive and super- 
fost equipments, which have been deve¬ 
loped in the advanced countries under 
pressures of high wage costs, yet the 
technology gap has been narrowed con¬ 
siderably. We are producing now fairly 
high-speed machines, judiciously auto- 


developing countries’ requirements 
employment and technology asdmiltd^i 
considerations have to be kept in view* 
in all endeavours at raising productivity; 
The future thrust in the textile equipment 
export market, obviously, will have to be 
towards the developing nations which 
are anxious to set up their own textile 
industries. The potential of growth of 
this industry in the advanced countries is 
rather limited. 

Sophisticated Machinery 

The manufacture of sophisticated and 
advanced textile machinery has been 
undertaken in all spheres—spinning, 
weaving, as well as finishing. In the spin¬ 
ning sector, New Standard Company is 
expected shortly to go in for the produc¬ 
tion of complete rangeof INGOL-STADT 
spinning machines, beginning with high¬ 
speed draw frames and ring spinning 
frames. The Machinery Manufacturers 
Corporation will be marketing soon high¬ 
speed draw frames of MARZOLl design 
and Jater MARZOLl ring spinning 
frames. The Star group, which is already 
offering the latest high-speed P-2 design 
combers and super lap formers of 
MARZOLl design, has booked orders 
for open-end spinning m&chines of their 
own design and of indigenous R&D, 
highly acclaimed at the ITMA*79 Fair at 
Hanover, for delivery from late 1981. 
Lakshmi Machine Works has announced 
plans to go in for the manufacture of the 
latest generation of RIETER spinning 
machines. Texmaco has similar plans 
under collaboration with M/s HOWA. 
Mafatlal Engineering Industries have 
announced their programme to produce 
the latest design spinning machines in 
collaboration with Zinser of Germany. 
Textools of Coimbatore is planning to 
manufacture the entire range of woollen 
mill machinery. 

The latest generation of texturising 
machines is planned to be manufactured 
by Himson, Lohia, Marchon, Mafatlal 
and Star Textile Engineering Works, all 
with well-known West European collabo¬ 
ration. Whereas draw twisters and up- 
twisters are already made in the country, 
plans for the manufacture of the latest 
design two-for-one twisting machines are 
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already id the advanced stage by the 
Star group. 

In the weaving sector, Barber-Colman 
winding and warping machines are already 
being offered by Batliboi. Sinr’arly, 
C1MMCO is offering cone winding 
machines manufactured under collabora¬ 
tion with M/s Karl Mayer. The latest 
dornier shuttle looms too are in produc¬ 
tion. Mafatlal Engineering has been sup¬ 
plying MAV shuttleless looms of SACM 
design and I akshmi Loom Works has 
delivered more than 1,000 RUTIC type 
looms already. The manufacture of 
Benninger type sectional high-speed 
warping machines has been started by 
SLM-Maneklal. SCHLAFHORST auto¬ 
coders are also likely to be manufactured 
in India soon. 

Jet Looms 

Jt is only the air jet looms which 
remain to be taken up for production in 
the country and if weaving expansion in 
the organised sector is to be permitted 
again, there is no doubt that these looms 
too would be available in the Indian 
market in a couple of years. 

In the processing sector, M/s Stormac, 
Star Textile Engineering, Harish and 
Swastik are manufacturing rotary screen 
printing machines—the first two in col¬ 
laboration with M/s STORK and 
ICHINOSE, respectively. Whereas SBM 
Engineering has announced plans to pro¬ 
duce REG ANN l screen printing machi¬ 
nes, SLM-Maneklal has commenced the 
manufacture of high-speed rotary screen 
printing machines and is now offering 
automatic fiat bed screen printing 
machines, which were so far being manu¬ 
factured by Star Textile Engineering 
only. Sophisticated screens were so far 
manufactured only by Stovec Screens, 
but Star Textile Engineering has also 
recently commenced their production. Jet 
dyeing machines arc being manufactured 
in the country with notable success by 
Dalai Engineering and Star Textile Engi¬ 
neering, who have now introduced the 
latest design with a liquor ratio as low 
as 1:5. 

The most remarkable development 
which is likely to take place in the 
Indian textile machinery industry in the 


next few years would be in the field of 
electronic instrumentation and it would 
not be surprising if in the years to come, 
micro-processors are installed on Indian 
machines. 

All this should go a long way in the 
modernisation of our textile industry, in 
which direction some concerted efforts 
are being made. An evidence of these 
endeavours is available from the increase 
in production of textile machinery 
and accessories from around Rs 150 
crores in 1976-77 to over Rs 200 crores in 
1979-80, excluding the manufacture of 
synthetic fibre machinery. This year, pro¬ 
duction of complete textile machinery and 
accessories, including synthetic fibre 
machinery, is anticipated to grow to over 
Rs 300 crores, the major improvement 
being in the manufacture of synthetic 
fibre machinery. Exports of textile 
machinery, spares and accessories, are 
expected to show improvement to Rs 18 
crores from Rs 10 crores last year and 
Rs 8 crores in 1978-79. This level, how¬ 
ever, will be significantly lower than in 
1975-76, when exports aggregated to 
Rs 23 crores. The setback to exports 
between 1975-76 and 1978-79 is attributed 
to global recession. It is envisaged to 
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false tile se exports t6 40 crores ih 
1984*85 by which time the total output 
would be increased to Rs 435 crores— 
Rs 305 crores worth machinery aae^ 
Rs 130 crores worth components, spares 
and accessories. 

Another encouraging development in 
our textile machinery manufacture has 
been that in line with the global endea¬ 
vours at conservation of energy, follow¬ 
ing the developments in the world oil 
market, innovations are being made to 
reduce energy requirements resorting 
to direct heating or energy recycling 
processes. Ecological aspects too are 
being paid attention to. 

In the interest of keeping fully abreast 
with the technological advances in the 
developing countries, it, however, should 
be appropriate that the latest equipment 
is imported for a few overwhelmingly 
export-oriented units which will be cater¬ 
ing for the requirements of the consumers 
in the industrially advanced and the 
affluent oil exporting countries who are 
over-sensitive to quality Limited imports 
of such machines can go some way in 
even fostering the R&D efforts of our* 
industry as well. 


£cL5tetn Hconomilt 30 Ifeazd -Qqo 


December 15, 1950 


From the confused events of the last two weeks, 
at least one thing has emerged crystal clear. There 
has arrived a new great Power. In the pictures¬ 
que language of political description, China was 
one of the Big Five, even under Chiang Kai-Shek. 
But there is the greatest gulf fixed between des¬ 
cription and reality. No one seriously supposed 
that Chiang Kai-Shek's Government was a mat¬ 
ter of great moment in the international world. 
Now, under the people’s Republic, China has 
recovered the substance of her title. She has 
done more. Who will say that she has not forg¬ 
ed ahead of France, and allied with the USSR will 


rank In world history as a counterweight to the 
Commonwealth's alliance with the United States? 
Within the last two weeks it has become clear 
how greatly both the political and military 
balance of the world has changed. China has 
not only arrived as a new Great Power; she 
stands in the front rank as one of the greatest of 
all. 

That this feat should have been accomplished 
after an exhausting civil war and a riotous infla¬ 
tion and even while famine and death still walk 
in the land shows the tremendous capacity for 
endurance which is vested in the Chinese people. 
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An Eastern Economist Supplement 



Need for Dynamic Approach 

R. C. Ummat 


f India, with its hoary past, 
has everything to offer which 
can attract any tourist. An 
amalgam of practically all the 
global religions and cultures, 
it has an enviably rich heritage 
of all the fine arts. It abounds 
in monuments of great historic 
importance and places of in¬ 
terest to all religions. The 
wonder in marble, the re- 
Rfeowned Taj Mahal, and the 
pBllora and Ajanta caves can 
* leave anybody wonderstruck. 
The erotic sculptural wealth of 
Khajuraho and the Sun Tem¬ 
ple at Konarak is unparalleled 
the world over. India has all 
types of climatic conditions 
at any point of time, ranging 
from extreme cold in the per¬ 
ennially snow-capped moun- 
taneous regions of the great 
Himalayas to the tropical 
warmth of the South, and 
■bounds in a vast diversity 
^ of fauna and flora. There are 
plenty of picturesque beach 
resorts and hilly retreats which 
can be of interest to tourists. 
Then the modern pattern of 
life mingles here with the 
ancient and the primitive. Yet 
foreign tourism to this coun¬ 
try is just a small proportion 
of the world tourist trade (see 
table 1). Even such smaller 
countries as Yugoslavia, Spain, 
^South Korea, Thailand and 


the Philippines have done 
much better. 

Tourist traffic to India, of 
course, has grown steadily 
since the mid-fifties, when the 
foreign visitors numbeied not 
more than 100,000, as a sequel 
to the concerted endeavours 
that came to be made to deve¬ 
lop tourism as an industry. 
But some impressive progress 
could be made only after 1968. 
The growth in tourism in 1969 
was as strident as 29.6 per 
cent. In the subsequent nine 
years, it had been in double 
digit figures—10 to 20 per 
cent—except in 1971 when there 
was a conflict with Pakistan 
and 1974 which was a year of 
tremendous political turmoil 
in this country. The growth, 
however, received a serious 
setback last year, when it 
declined to just 2.2 per cent 
from 16 per cent in the previ¬ 
ous year. It has picked up 
again this year to about 4.5 
per cent, but, surely, this is 
not enough. 

Fostering tourism, undoub¬ 
tedly, can go a long way in 
helping bridge the rapidly 
growing deficit in our balance 
of payments, notwithstanding 
the fact that the other invisi¬ 
ble earnings from such sources 
as civil aviation, shipping, in¬ 
surance, consultancy services 


and construction jobs abroad 
growing, as also remittances 
by non-resident Indians, des¬ 
pite the misgivings expressed 
both by the Planning Commis¬ 
sion and the World Bank last 
year about the growth in these 
remittances. This year, our 
adverse balance of trade is 
anticipated to grow to over Rs 
4,000 crores—about 30 per 
cent more than envisaged at 
the beginning of the year and 
approximately double the last 
year’s deficit. As no decline 
in the international prices of 
oil can be expected in the 
foreseeable future—in fact, 
they may go up further—the oil 
import bill, which has already 
assumed staggering proport¬ 
ions will become an even greater 
burden. There is, thus, urgent 
need for augmenting foreign 
exchange earnings from all 
sources. The potential of 
earnings from tourism ap¬ 
parently can be exploited 
much more easily than that 
of the receipts from other 
sources of invisible earnings, 
The setback to tourism 
last year was caused, among 
other factors such as about 
three per cent decline in the 
growth of world tourist traffic, 
by the dithering in 6overn- 
mental circles about the future 
tourism policy. This dithering 
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had its genesis in the comfor¬ 
table foreign exchange resour¬ 
ces the country then had and 
also in the emphasis that came 
to be placed on domestic tour-' 
ism. The present Government, 
it is heartening to note, is 
again anxious to promote 
tourism in a concerted manner. 

Several useful decisions have 
been taken at the last week’s 
conference of State Ministers of 
Tourism, called by the Union 
Ministry of Tourism and Civil 
Aviation, These include : (i) 
development of travel circuits 
on a selective basis so as to 
channel tourist traffic along 
pre-ddermined routes in the 
interest of intensive develop¬ 
ment of facilities on these cir¬ 
cuits through pooling of res¬ 
ources of the Central and State 
Governments as well as the 
private sector; (ii) suggesting 
to the Union Ministry of 
Finance the withdrawal of the 
15 per cent levy (10 per cent 
in case payments me made in 
foreign exchange) imposed on 
the overall billing of hotels 
with room rents of Rs 75 and 
above; (iii) making available 
of suitable plots oflands for 
hotel projects and allotment 
of these plots on the basis of 
annual ground rent. 

The State Governments, it was 
further recommended by the 
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conference, should also ooftsi- quate construction materials 
der subsidisation of interest to the hotel industry on a 
on loans advanced by financial priority basis, 
institutions for the construe- The above steps, indisput- 
tion of hotels and charging of ably, should go some way in 
electricity and water tariffs reimparting to the tourist 
from the hotel industry on trade and industry the dyna- 
industrial rates instead of mism of the 1970s which was 
domestic rates. They were as lost last year. But this alone 
well urged to ensure adequate is not enough. There are 
supply of diesel and petrol many other steps which will 
for the smooth movement of have to be taken to eosure a 
tourists in the country. The rapid growth in tourism and 
issue of all-India tourists' per- for fostering the growth of 
mits for coaches and cars, it tourist facilities, 
was stressed, should be libera¬ 
lised. Recognising that en- Wholesome Result 
couraging of domestic tourist The above measures to in- 
too was necessary to bolster crease the tempo of hotel cons- 
the development of tourist truction can yield wholesome 
facilities and infrastructure, as results only if the hotel indus- 
well as for national integration, try’s plea for the restoration 
it was recommended that con- of the incentives available to 
certed effort should be made it till about a couple of years 
in this direction. ago is acceded to. The hotel 

industry was enjoying 25 per 
Follow-up Action cent development rebate faci- 

The necessary follow-up lity, five-year tax holiday for 
action on the above decisions new units and tax exemption 
and recommendations has on dividends in the case of 
been promised by the Union hotels which started function- 
Minister of Tourism and Civil ing after March, 1976. The 
Aviation, Mr A.P. Sharma. 50 per cent weigtage given to 
He will be soon approaching the sales promotion on all foreign 
Planning Commission to raise units' expenses too has been 
the presently decided Sixth withdrawn in the case of the 
Plan allocation of Rs 30 tourist industry, while the 
crores for the department of other industries continue to 
tourism and Rs 33 crorcs for have the benefit of this weigh- 
the public sector undertaking, tage. The hotel development 
India Tourism Development programme to cater for the 
Corporation, to Rs 60 crores target of having 3.5 million 
and Rs 85 crores, respectively, foreign tourists visiting the 
Mr Sharma has also disclosed country in 1990, indeed, is 
that with a view to augment- ambitious. According to con¬ 
ing the possengcr - carrying servative estimates, the annual 
capacity of Indian Airlines, addition to the rooms avail- 
ten more aircraft will be added able in all categories of hotels, 
during the next two years— starred or unstarred, it is 
four 737 Boeing next year and estimated, will have to be 
four such Boeings and two around 3,000 per annum. No 
Airbuses in 1983. He has doubt, the 1TDC, which ac- 
assured that efforts will be counts for about 15 per cent 
made to make available ade- of the hotel accommodation 


available in the starred cate- siderably through judicious 
gory in the country at present, incentives and rebates, 
will have a greater share in the Instances are not wanting 
future hotel development pro- of the hotel construction pro¬ 
gramme because of the pivotal jects getting unduly delayed 
role it bas to play in fostering because of bureaucratic laby* 
tourism. Yet a substantial rinths not only at the level of 
growth in the private sector the Central and State Govern- 
will have to take place. With ments but also at the crucial 
alternative attractive avenues municipal level. Attention 
available, it may be difficult to needs to be paid to eradicating 
channel private resources on malpractices at various levels 
to the hotel industry unless of sanctions for various facili- 
the climate for investment in ties. 

this industry is improved con- Road transport too is an 


Table I 

Tourist Arrivals and Foreign Exchange Earnings 


Year 

Foreign Tourist 
Arrivals 

Foreign Exchange 
Earnings 


World 

India 

World 

India 


(in 

{in 

(in 

(in 


lakhs) 

lakhs) 

million 

million 




US S) 

Rs) 

I960 

710 

1.23 

7,000 

197 

1965 

1,160 

1.48 

11,000 

216 

1970 

1,690 

2.81 

18,000 

406* 

1975 

2,069 

4.65 

38,600 

1,042* 

1978 

2,594 

7.48 

65,000 

3.300 

1979 

2,700 

7.65 

75,000 

3,380 

Table 11 


Major Tourist Markets 


Nationals of 

Arrivals 

% change 


1978 

1979 


UK 

95,784 

101,193 

5.6 

USA 

84,551 

82,420 

—2.5 

Sri Lanka 

66,370 

61,263 

—7.7 

France 

51,053 

53,129 

4.1 

West Germany 

49,570 

51,084 

3.1 

Japan 

27,383 

29,954 

9.4 

Italy 

27,453 

27,413 

-O.l 

Australia 

25,657 

23,915 

—6.8 

Malaysia 

21,982 

23,877 

8.6 

Canada 

21,128 

23,737 

12.3 

Others 

| 277,064 

286,796 

3.5 

Total 

747,995 

764,781 

2.2 
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xpenence 
unforgettable Nepal 
with R.N.A.C. 



Only 3 hours from Bangkok or Colombo 
75 minutes from DELHI 
Exotic Kathmandu Valley, open air 
museum ofixving culture, arts, crafts and 
monumental master pieces. 

Daily mountain flight (October - May) 
towards Ml. Everest: 

Airhop to Bokhara - for lakeside holiday, 
close view of the Fishtail Mountain or 
trek to the famous Annapurna Foothills, 
or try the spectacular mountain flight 
towards central Nepal Himalayas, from 
Pokhara Airport (October - May) 

Airhop to exotic mountain resorts - 
Lukla, Jumla, Lanatang, Phaplu, 

Jomoeon, Shyangboche for mountain 


adventure, and trek to the Himalayan 
heights 

Airhop to Meghauli/Bharatpur to 
experience wild life adventure or relax 
in the jungle silence. 

For further details contact your travel 
agent or Royal Nepal Airlines 
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area in which a good deal of 
improvement will have to be 
effected if tourism has to grow 
rapidly. The strengthening of 
the passenger-carrying capacity 
of airlines as well as the open¬ 
ing up of new areas for air 
traffic through the third-feeder 
services has to be matched by 
similar comfortable road trans¬ 
port facilities. 

While the proposed streng¬ 
thening of the present travel 
circuits is welcome, endeavours 
need to be made to open up 
several other areas as well 
where fresh investment requir¬ 
ed is not large. The tourist 
traffic to South India, for in¬ 
stance. has been insignificant 
even though it has such salu¬ 
brious places as Bangalore 
and Ooty, the picturesque 
landscape of Kerala, the seat 
of French culture in the coun¬ 
try and the renowned Auro- 
bindo Ashram in Pondicherry 
and the well-preserved famous 
temples, among other attrac¬ 
tions. In Hast India also the 


Table III 

Tourist Profile—1979 


(a) 

Age Group 

°/ 

/o 


3-16 

6.6 


17-30 

34.8 


31*40 

25.4 


41-50 

15.7 


51-60 

11.1 


61 and above 

6.1 


Not recorded 

0.3 

0» 

Sex 

0/ 

/<> 


Male 

Female 

68.2 

31.8 


(c) Average Stay 25.6 days 


traffic has been growing only 
slowly despite Calcutta being 
an nternational airport 

We have been able to deve¬ 
lop quite a large number of 
new centres of tourist inter¬ 
rest—for instance, the Kaziran- 
ga and Sasangir wild life sanc¬ 
tuaries, the Bharatpur bird 
sanctuary, the beach resorts at 
Kovalam and Mahabalipuram 
in the South and the Goa 
beach in Western India. Faci¬ 
lities for golfing and winter 
sport have been developed in 
the Kashmir valley and some 
other hill resorts. But, surely, 
tremendous work still remains 
to be undertaken in this re¬ 
gard. 

Mystic India 

Efforts have been made, and 
quite appropriately, in the re¬ 
cent years to bring in tourists 
interested in the mysticism of 
India and lovers of yoga and 
also to foster group travel, 
ethenic travel, convention 
tourism, incentive travel, bud- 
get-consicious tourism, etc. A 
Buddhist circuit, comprising 
Japan, Thailand, Hong Kong 
and Sri Lanka, has also been 
established. But precious little 
appears to have been done to 
exploit the potential of the 
centres of attraction for Chris¬ 
tians and Muslims as well as of 
the Hindu settlers in South- 
East Asia and Africa. 

The future growth of tou¬ 
rism, admittedly, can be facili¬ 
tated a great deal if the tou¬ 
rism industry is accorded the 
status of a priority industry. 
Endeavours are being made to 
inculcate tie-ups with foreign 
circuits. They should yield 
wholesome results, but simul¬ 
taneously there is need for 
going in for aggressive sales* 
manship of tourism to India 
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Table IV 

Highlights of Foreign Tourists Survey—1976-77 


(a) Some Major 


Toufist Centres 


Visited 

% 

Delhi 

62.10 

Bombay 

50.96 

Agra 

31.20 

Madras 

23.24 

Varanasi 

17.68 

Calcutta 

16.90 

Jaipur 

12.97 

Amritsar 

8.94 

Bangalore 

8.84 

Srinagar 

8.65 

Goa 

7.15 

Khajuraho 

6.02 

(b) Occupation 

% 

Businessmen 

14.05 

Educationists 

10.06 

Executives 

8.66 

Professionals 

25.72 

Retired 

2.54 

Scientists 

2.89 

Students 

18.00 

Others 

18.08 


(c) 

Age Group 

% 


Up to 16 

3.35 


17-30 

39.50 


31-50 

41.28 


51 and above 

15.87 

(d) 

Sex 

% 


Male 

68.55 


Famale 

31.45 

(e) 

Average Stay 

26.13 

days 

(0 

Ethnic Traffic 

*•17% 

(8) 

Destination 

Traffic 

64.75% 

00 

Per Capita Rs 
Expenditure 4,4)9.26 

(i) 

Individuals 

60.22% 


Family 

21.96% 


Groups 

17.82% 

(j) 

First Time 
Visitors 

60.87% 


Repeat Visi¬ 
tors 

39.13% 


through deploying publicity 
personnel who are totally in¬ 
volved in encouraging tourism 
instead of treating their post¬ 
ings abroad as mere foreign 
jaunts. 

Tourism has been appropria¬ 
tely described as fastest grow¬ 
ing industry in the world. Stu¬ 
dies by international organisa¬ 
tions reveal that it will be the 
“industry of 1980s” and by 
the end of the currenr century, 
it will become the biggest in¬ 


dustry in the world, from its 
current second place next only 
to oil. Tourism has a great 
potential of promoting employ 1 ! 
ment. The multiplier effect 
of investment in this industry 
—between 3 and 3.5—too is 
significant. It, therefore, needs 
to be encouraged. The mis¬ 
givings of environmentalists 
about the adverse effects of 
tourism are unwarranted. The 
development of tourism can 
well be integrated with the 
protection of environment, 
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Problems of Promotion of Tourism 

P. Wilson 


Tourism ranks second only to 
oil, as the biggest organised 
industry in the world today. 
Studies made by international 
organisations have revealed 
that tourism will be “the in¬ 
dustry of the 1980s” and, by 

C end of the century, tou- 
i will become the biggest 
industry in the world. 


It is generally recognised 
that India has all the ingredi¬ 
ents for a successful tourism 
industry in so far as natural 
and man-made attractions are 
concerned. There are, how¬ 
ever, certain disincentives 
which can be easily rectified. 
There arc inadequate airport 

t cilities, insufficient air and 
ound transport facilities, 
policies such as prohibition 
and unnecessary procedures 
which are not only time- 
consuming but also irritating. 


Although India has achieved 
a steady growth in tourism 
over the years, we must not 
be satisfied with such a small 
percentage. India’s share in 
the global tourist trade is a 
mere 0,33 per cent, even 
though the country’s foreign 
Ifttchange earnings from tou¬ 
rism have buoyed up to 
Rs 338 crores from a mere 
R$ 45 crores during the last 
decade. India has been able 
to attract only one foreign 
visitor out of one thousand 
world trotters. 


India fortunately has rich 
tourist resources but has in 


Mr Wilson is Research Scholar, 
Department of Political Science, 
University of Saugor, Madhya 
Pradesh. 
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adequate up-to-date tourist 
infrastructure facilities. Tou¬ 
rists want to enjoy their va¬ 
cation to the full and their 
stay in India can be made a 
memorable one. There is a 
need to provide clean, chea¬ 
per accommodation and enter¬ 
tainment for the low-income 
groups of tourists from abroad. 
The removal of disincentives 
could result in a tourism ex¬ 
plosion, the economic bene¬ 
fits of which could be most 
satisfying for the country. 
The Government should pay 
more attention to tourism 
which can contribute substan¬ 
tially to foreign currency earn¬ 
ings, employment and support 
to agro-based industries. 

An important feature of 
Indian tourism is that the 
average stay of a tourist here 
is 26.1 days, which is the high¬ 
est in the world. Since the 
bulk of the tourists originate 
in affluent countries, the tou¬ 
rists is of a high spending va¬ 
riety and requires facilities of 
high standard. Studies reveal 
that approximately 65 per cent 
of tourists coming to India 
stay in five and four star 
hotels. The foreign tourists 
who came to India in 1968-69 
spent on an average Rs 1,368. 
Today he spends Rs 4,420. 
India earned Rs 338 crores 
in foreign exchange during 
1979 alone. 

During the last five years the 
hotel capacity has expanded 
very substantially. Between 
January, 1973, ami April, 1979 
137 new hotels of international 
standard with a total capacity 


of 8,453 rooms were added 
to the list of approved hotels. 

The number of hotels on the 
approved list of the Depart¬ 
ment of Tourism as on April 
30, 1979 was 313 with a total 
capacity of 18,751 rooms. The 


regionwise 
below : 

break-up 

is as 

Region Hotels 

No of 



rooms 

Northern 

region 

Western 

100 

6191 

region 

Eastern 

72 

4545 

region 

Southern 

33 

2001 

region 

10S 

6014 

The hotel 

accommodation 

available in 

the four 

metro- 

politan cities is as follows : 

City 

Hotels 

No of 



rooms 

Delhi 

29 

3065 

Bombay 

40 

3457 

Calcutta 

12 

1172 

Madras 

27 

2056 


The Department of Tourism 
has estimated that by 1982, 
approximately 40,000 rooms 
wiil be required. To meet the 
shortfall, a further investment 
of approximately Rs 340.05 
crores will be neded. In order 
to attract investment of this 
magnitude, the industry ob¬ 
viously warrants various in- 
cetives or at least the reintro¬ 
duction of the ones that have 
been withdrawn since 1978-79. 
These include : 

(a) Withdrawal of the five 
year tax-holiday. 


(b) Withdrawal of the 20 per 
cent development rebate; and 

(c) Non-availability now of 
the tax exemption to dividend 
and profits of hotels which 
started functioning after 
March. 1976. 

To cap it, the Union Finance 
Minister imposed ihis year a 
15 per cent tax on the overall 
billings of the three, four and 
five star hotels. 

High priority industries en¬ 
joy the advantage of access to 
funds at low rate of the inter¬ 
est from financial institutions. 
It is high time that the Go¬ 
vernment put tourism on the 
priority list and reintroduced 
the incentives that were avail¬ 
able - to the hotel industry till 
lately. 

Air ; Air-tydia, in collabora¬ 
tion with the Department of 
Tourism, is playing a major 
role in bringing tourists to 
India and the results of ‘Opera¬ 
tion Europe’ ‘Operation UK’ 
‘Operation USA*, "Operation 
Australia’, jointly undertaken 
by the Department of Tourism 
and Air-India, have proved a 
marked success. Thirtytwo 
international airlines operate 
services to India, and Air- 
India operates services to 32 
countries. 

Indian Airlines, a domestic 
carrier, operates a vast net¬ 
work of routes, joining 
70 towns, linking every part 
of India as well as the neigh¬ 
bouring countries of Afghani¬ 
stan, Bangladesh, Maldives, 
Nepal, Pakistan and Sri Lanka. 
It offers several new schemes 
for the promotion of tourism. 
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A KALEIDOSCOPE OF 
ATTRACTIONS I 


Tamil Nadu is a land endowed with an 
exquisite variety of attractions. A land 
where the people are as warm 
as its sunshine. I 

Whether you are an art student or ■ A 

pilgrim, businessman or a pleasure 8j 

seeker, Tamil Nadu has plenty to fl 

offer you. More than you had :f • 

ever hoped for. . jB| 

Imposing temples-Madurai, t\ ' jM 

Tiruchirappalli, Rameswaram, •* flu 

Chidambaram, Srirangam, „. x mB§ 

Tiruchendur etc. inr ja pi 

Lovely beaches - Madras, Kovalam 
and Mamallapuram. with its famous 

Quiet hill stations and health resorts- 
Ooty, Kodaikanal, Yercaud, 

Courtallam and Hogonakal. HNNHHH 

And game sanctuaries- Mudumalai, Anamalai and 
bird sanctuary at Vedanthangal. 

The Tamil Nadu Tourism Development Corporation had 
a chain of well appointed tourist bungalows at all 
important places and operates a variety of coach 
tours to choose from-daily city sight seeing tours, 
seven-day Tamil Nadu tour and seven-day 
South India tour and weekend tours to 
Thirupathy as well. 

Come discover Temil Nadu. 
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(hfor example. Discover India 
13*day air travel within India 
for US $300; 2t-day south 
India excursion from Colombo 
and youth fare valid for 90 
days at 20 per cent discouut. 

It has been estimated that 
about 80 per cent of the tou¬ 
rists who come to India travel 
by air. This is not enough. 
Tourists who come to Delhi, 
Calcutta and Madras often 
|have to travel to the interior 
Varts of the country. Indian 
Airlines is still not in a posi¬ 
tion to get the tourists to most 
of our hill stations simply be¬ 
cause it does not have a fleet 
of small planes and helicopters 
to get the tourist there quick¬ 
ly. The expansion of the two 
airlines and the international 
airports is an important in¬ 
gredient of the plan to turn 


tourism into a moneyrspinner 
for India. The third airlines 
project has to be processed on 
a war footing if the Govern¬ 
ment is serious about tourism. 

As railways are the most im¬ 
portant means of surface trans¬ 
port, Indian Railway operate 
fast air-conditioned trains bet¬ 
ween Deihi-Bombay, Delhi- 
Agra and Delhi-Calcutta. For 
the benefit of the foreign tou¬ 
rist, they offer a special ticket 
under the "Jndrarl Pass*' 
scheme. These passes are avail¬ 
able for periods ranging from 
seven to 90 days. As railways 
are over-crowded, the autho¬ 
rities should try to enable rail¬ 
way coaches to be made avail¬ 
able for tourist groups, 

The overland traffic in 1978 
covered 8.7 per cent of the total 
arrivals. The overland tourist 


traffic to Delhi is 33 per cent, 
Bombay 37 per cent, Calcutta 
Six per cent, Madras eight per 
cent, Tiruchirapalli 2.5 per cent 
and Attari seven per cent. A 
large number of overland coach 
tours are operated each year 
from London/Europe to Jndia- 
Nepal. To facilitate tourists 
who wish to see India by 
road, rules regarding inter¬ 
state movement of tourist vehi¬ 
cles should be liberalised. The 
Government should also make 
uniform rules all over the 
country for inter-State use of 
buses for tourist groups. The 
Government had granted till 
lately only 120 all-India per¬ 
mits for tourist coaches where¬ 
as at least 800 such permits 
are needed. Increasing use 
of tourist coaches would also 
give a fillip to the development 


of hotels and motels aloof-tfte 
highways. ^ 

Tourist traffic to India is ii|| 
spired by ethnic, religious and| 
cultural factors. While ethafff 
interest is the major considw^J 
tion for visitors from the 
and the USA, for those ftoifrl 
Sri Lanka and Japan it is relt-j 
gion. So a large number of!; 
pilgrims could be attracted? 
from abroad by further devo- 
loping Buddhist centres, like 
Bodhgaya and Nalanda. The 
wild life sanctuaries, Kaziranga 
and Jaldepara, should be fur¬ 
ther developed. Besides, in 
view of the fast growing de¬ 
mand for recreation amid the 
natural environment of rural 
areas, “natural recreation vil¬ 
lages* 4 , should be set up by 
protecting nature in villages, 
and building and improving 



For more information on a 
budget holiday in Kashmir, please 
mail this coupon or contact the 
Commissioner of Tourism, J&K 
Government, Srinagar or any of 
the J&K tourist offices. 

Chandralok Building, Janpath New Dolhi 
Tel 345373 O 25 North Wing, World Trade 
Centro, Cuffe Parade, Col aba, Bombay 
Tei 214365 • Airlines House, Lai Darwaza, 
Ahmodabad Tel 20437 • 12 Chowringhee 
Calcutta Tal 225790 • Room No 30, Lai 
Bahadur Stadium. Hyderabad • 2 Court 
Road, Amritsar. 


■ Commissioner of Tourism 
I J&K Government 
S Srinagar 


The enchanting valley in white, 
stark and beautiful in her winter 


if you keep away from main tourist 
centres, getting more adventure 


sleep. Daytime hours exhilarating! out of your holiday as well. Gulmarg, 
Tobogganing. Ice skating. Snow- the retreat for sports lovers, and 
bails. And the plain good fun of Pahalgam are alive and waiting, 
rolling in the snow ! A point to point bus journey on 

And. nrelit evening retreats good metalled roads, takes about 
warmed by stories and laughter. 2 to 3 hours from Srinagar. 

bi Kashmir you can live totally Tourist bungalows cost Rs. 25/- 
reireshed, Comforted and perhaps (double room). Other accommoda- 
eiated on anything from Rs 50/* tion facilities include tourist huts 
upwards per person per day. and rest houses. 

Expenses can be cut substantially ex_I_ 


Pl at i ur<l ma f.cw l con live in K&thmir on 
Ra 60/66/30+{tick whichever applicable* 
per day with details of accommodation, 
transport and mo&l charges 


m 


su “ y Kashmir 

For a little more than it costs to stay at home. 
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meadows, orchards and fish in advanced countries. There emphasis should be placed on facilities to meet the mternh- 
farms which wifi harmonise is need for the removal of ad* promoting tourism through tional standards in aircraft 
with nature. m'nistrative delay and bureau- the Indian Airlines, in the operations. Tourism should be 

All steps to promote tourism cratic procedures and simpli- eastern sector, which has so regarded as an export industry, 
in India have to be taken fication of formalities for fo- far been neglected despite its If these fundamental facilities 
immediately. What we need reign tourists at airports and tourist potential. In the same are made available to the 
is proper tourism infrastruc- customs. There is also great perspective, the airports should Indian tourist industry, it ! 
turc that could be comparable need for a vigorous promo- be fitted with modern landing would soon put India on the 
to that of the tourist business tion campaign abroad. Due and navigation aids and other tourism map of the world. 


Integration of Tourism and Environment 4 

G. Naqshband 

Bvr.K since the World Confe- the people and is polluted by Some economic considcra- ment and the enhancement of 

rence on Environment in the waste discharged into the tions are allowed to prevail natural resources. When 
Stockholm, there has grown lake by the houseboats. These over ecological considerations, tourism is accused of spoiling 
an awareness about the life examples must not put the but it should not be so in the the environment, it is generally 
and environment among blame on tourism alone, as case of tourism projects since the planning which is at fault, 
people all over the world. It in fact there are other more they arise in situations where Therefore, in the task of plan- 
is indeed gratifying that India prominent factors that lead to natural, human or cultural ning, India must pay proper 
is not lagging behind in this the spoiling of environment. resources are especially abun- attention if it wants to raise 
awareness and that the The movement of millions dant. Unfortunately, it is living standards through con- ^ 
Government and the people of people from one place to industrialisation that has servation of environmental*^ 
are taking interest in safe- another or from one country to caused degradation of the en- resources since the future 
guarding the environment for another for purposes of tou- vironment. development of tourism is an 

the benefit of mankind. rism certainly poses an envi- The growth of the environ- irreversible process. The eva- 

It has been said that the ronmental problem. The mental movement has led to Nation of ecological consi- 
development of tourism carries vastness of India and its some confusion about its ob- derations requires knowledge, 
with it the seeds of its destruc- attractions, being so wide- jectives, and, therefore, it is and, therefore, it will be pre- 

tion. For example, beautiful spread and the number of important to clarify them, in ferable to give suitable train- 

sandy palmfringed beaches get visiting tourists being com- order to identify the priorities, to our administrators and 

spoiled and begin to present parativcly low, have so far not and to define the role of technicians alike, 

an ugly sight due to litter shown the real impact of tourism. One thing is clear. What is the relationship bet- 
thrown all over and by un- tourism and, therefore, we can Economic development pro- ween tourism and the environ- 

planned construction of hotels, draw upon the mistakes of duces transformations in social meat? 

shops and restaurants along other countries in the deve- and cultural values. Tourism It is observed that much 
the beaches. The same beach lopment of our tourism and being part as economic deve- concern is expressed about 
that attrac ted the tourists thus ensure a proper integra- lopment produces kindered the effects of tourism on the 

begins to loose its charm, tion of tourism and the en* transformations. In so far as human environment, culture 

The other example is of the vironment. economic development is in- and traditions, than is expre&* 

trekking tours in the moun- Let us first examine some evitable, care needs to be taken sed about the physical envi- 

tains where the trekkers cut preliminary considerations: not to fall into an ‘environ- ronment and tourism. In the 

down trees for fuel and leave The improvement in living mentalist* pitfall which would latter case, concern seems to 

empty tins and debris behind, standards imply changes in the denounce all change as bad. be more frequently directed at 

This turns the natural setting environment — whether it is If it is properly planned, particular disfunctions that may 

into unnatural. The most road building, drainage or tourism, which ow$ its origin arise from the operation of 
glaring example is the deterio- energy production—all deve- to the conservation intact of the tourism industry than with 
ration of Dal Lake in Srinagar lopmental activity puts the the natural and human en- problems inherent in tourism 
which is shrinking in its size environment at risk to some yironment, is a cornerstone of development per se . 
due to encroachment on it by extent. the protection of the environ- The planning bodies are 

mmmmmmmmmmmmrnmmmmmtatm 
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frequently concerned with the 
overall effects of a project 
rather than detailed imple¬ 
mentation. However, details 
of execution such as hotels 
constructed too close to high¬ 
ways, absence of landscaping, 
etc., can have significant detri¬ 
mental effects on the ecologi¬ 
cal quality of a project. 

The wealth of potential tou¬ 
rist resources in India is one 
of the most promising pers¬ 
pectives facing tourism today, 
therefore, there is need for 
the protection of environment 
and nature in the development 
of tourism. 


The approach to integration 
of tourism and the environ¬ 
ment would differ according to 
the scale of the plan or pro¬ 
ject. At a national level, 
overall planning guidelines 
would need to be formulated 
while at a local level, specific 
norms and directions for land 
use, zoning and construction 
should be developed and ap¬ 
plied. 


Distorted Guidelines 

The history of area develop¬ 
ment for tourism is, unfortu¬ 
nately, full of cases in which 
overall guidelines developed at 
the national level have become 
distorted at the level of imple¬ 
mentation, i.e. at local level. 
%ut that does not mean that 
local interests have not, from 
time to time, shown themselves 
equally capable of defending 
environmental values. 

Let us now deal with the 
effectative incidence of tou¬ 
rism on the environment. 

The issues concerning tou¬ 
rism and environment are only 
just now beginning to be 
clarified. In considering the 
effects on tourism of natural 
^resources, it will be useful to 
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consider two distinct sets of 
requirements: 

—the requirements of the 
conservationist; and 
-—the requirements of the 
tourist. 

The requirements of the 
conservationist are essentially 
concerned with the safeguard 
of natural resources. They re¬ 
late to the conservation of 
the intrinsic characteristics of 
the region concerned. Their 
object is tbe preservation or 
enhancement of climate and 
soil characteristic and the 
creation of favourable consi¬ 
derations for natural biotopes, 
etc. 

Carrying Capacity 
The requirements of the 
tourist relate to the enjoyment 
of holidays in a natural setting. 
The tourist comes from a 
predominantly urban setting, 
where his notions of material 
comfort are in actual or 
potential conflict with the 
objectives of conservationist. 
It may be wondered to what 
extent tourists are educated 
and mentally equipped to 
appreciate the advantages of 
an unspoiled environment. 
Closely related to this question 
is the issue of “carrying capa¬ 
city*'. Individuals used to 
high density living may not 
readily adapt to a low density 
holiday resort. On the other 
hand, effective control of 
capacity and the limitation of 
frequentation by tourists to 
reasonable proportions may be 
the only real guarantee of the 
protection of the natural set¬ 
ting. Capacity control has 
been effectively introduced in 
the neighbouring country of 
Bhutan by introducing high 
price ground arrangement. 
But to be realistic, in market¬ 
ing terms, it is also necessaiy 


for the resulting ‘tourist pro¬ 
duct* to be one that is attrac¬ 
tive to the tourist. 

One approach that looks pro¬ 
mising is the education of the 
tourist. Indeed, it can be affir¬ 
med that all efforts to promote 
tourism consciousness and pre¬ 
paration for tourism through 
school and other educational 
establishments are worthy of 
support. There is particularly 
strong need for practical cou¬ 
rses on environment protection 
rather than abstract curricula 
based on certain principles of 
teaching natural sciences. 

At the same time it is im¬ 
perative for the public autho¬ 
rities to introduce tighter 
control of the use of natural 
resources and stricter codes 
concerning investment in en¬ 
vironmentally sensitive areas 
such as Kashmir and other 
mountain regions. The type of 
control to be exercised would 
vary with scale. At national 
level concern would focus on 
the preservation of the natural 
patrimony as such, while at 
the local level the task would 
be to identify a form of deve¬ 
lopment and a style of archi¬ 
tecture which would harmonise 
with natural setting. 

Administrator’s Difficulty 

This may seem self-evident 
to the technician who is ac¬ 
customed to translating abs¬ 
tract concepts into concrete 
terms at the design and cons¬ 
truction stage. However, it 
may not be so clear to ad¬ 
ministrators who often face 
the difficult task of taking 
decisions on planning appli¬ 
cations in the face of under¬ 
standable pressure from inves¬ 
tors to achieve an acceptable 
economic return or from 
politicians to gain economic 
benefits for their constituen¬ 


cies. What is necessary is a 
fully integrated technique 0? ,. 
planning which views the 
natural environment as a\:: 
single, unified concept. | 

Conservationist Considerations r' 

Thank* to the awareness of : ; 
environment, it is observed ' 
that the conservationist const? ’ 
derations are beginning to carry 
some weight and attention is 
being paid to some aspects 
such as: 

—creation of naturut re¬ 
serves and national parks; 

—alignment of roads and 
highways so as to minimise 
environmental nuisance; 

-—restrictions on encroach¬ 
ment of the town into the 
country-side: 

—control of roadside hoard¬ 
ings: 

'"■zoning of industry; 

—restriction on dumping at 
sea of household or industrial 
residue; and 

—preservation of historic 
towns—though much needs to 
be done for the preservation 
of Jaisalmer for instance. 

Jn the integration of tourism 
with the local environment the 
psychological and cultural 
aspects deserve attention. It 
is often said that the principal 
policy objective of the promo¬ 
tion of international tourism 
was to foster understanding 
between people through con¬ 
tacts between travellers and 
the local population. Praise¬ 
worthy as this object appears, 
it must he said frankly that it 
is often far from being 
achieved. 

In considering the tourist 
and his satisfactions, a simple 
market survey conducted by a 
tour operator cannot bring out 
a true picture which is more 
in the nature of a quality con¬ 
trol exercise and cannot pre- 
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" Coffee isn't the only thins 
that goes down well at the Akbar. 


"When you've been out 

shooting all day. and come 

back dog tired, it s nice to see 

a smile and steaming coffee in 

front of you in a matter of 

moments. * *** 

fc 4 There's lots at the Akbar 

that's new. A larger lobby. 

chopping arcade and another 

| restaurant. Not to mention 150 

more rooms I But that tf 

detracts nottvng from the t 

familiar charm and vintage' . 

atmosphere at the Akbar. The 

service as superb, the aura as 

exclusive. 

-d .y 


* Swim the hours away at ■ 
the pool, take in a snack at 
the Madhuban or dine in regal ( 
style at the Sheesh Mahal. Or 
just rent a Mercedes and drive]] 
off wherever you wont. 

The Akbar. There?s no 
reason why you should stay 
anywhere else* 

Because It's the Akbar. 





ITDC Instant 
Reservation Service 
T*l Bombay 732122 
CaH ulfo 4409Q1 

80520 . 


-V 

Akbar Hotel 

ChanafcyapuH. New Delb* 110021 

Tel 370251 C«M«» AKBOTEL Tttot 031.2869 
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(cad to bring the tourist to 
formulate and express his 
requirements. 

There is no doubt, on the 
other hand, that before invest¬ 
ment is undertaken, the pro¬ 
moters concerned frequently 
pay special attention to the 
definitions of the target mar¬ 
ket. It mast be underlined 
that the imposition of an 
iirban life style upon a natural 
cultural or coastal environ¬ 
ment is very likely to lead to 
listortions and conflicts. 

It is sometimes suggested 
that tourists have very little 
merest in the cultural or 
luman setting where their 
liolidays take place and they 
ire simply there to enjoy 
rhemselves. This argument 
;an be overturned in two ways, 
hirst, tourists being willing 
.0 engage in cultural activities 
>r being willing to make con¬ 


tact with the host population, 
or being unwilling to accept a 
spoiled environment. Second, 
it 6an be argued that where 
these feelings are absent the 
faculties of the tourist in this 
respect have been impaired by 
urban living or the pressures 
of modern life. Either way 
the conclusion would point to 
the need to make provision 
for suitable psychological and 
cultural integration of the 
tourist with the environment 
of the host country. 

However, in recent years 
attention has been focused 
not so much on the tourists 
but upon the host population, 
indeed the accusation has been 
made that tourism develop¬ 
ment has proceeded without 
sufficient attention being paid 
to its effects on host popula¬ 
tion and that is one of the 
principle negative factors 


associated with tourism 
development. 

There would certainly be a 
risk where economic objectives 
were overidding, of paying too 
little attention to the needs of 
host populations. Howevei, 
the fundamental criticism that 
can be levelled against the 
kind of arguments just put 
forward is simply that all 
forms of development aie 
likely to bring about similar 
problems to a greater or lessci 
degree. It is also too leadily 
overlooked that classical forms 
of industrialisation produce a 
migration from the country¬ 
side to the cities This cer¬ 
tainly leads to the oveiciowd* 
ing and urban sprawl which i* 
among the chief ptoblems 
faced in India and elsewhere 
by the developing countries. 

We cannot deny that pro¬ 
blems of integration cannot 


and have not arisen wifipljt 
may serve as a warning 
this aspect of integration 
should not be neglected in 
future and that the probNb 
be approached with realism 
and that a middle way policy 
he identified u Inch will assure 
a lust balance of interests bet¬ 
ween the needs of tourism 
development und the require¬ 
ments of the local population. 
If it is possible toi a local 
population to identify tourism 
with the attainment of certain 
community objectives, ci cation 
of employment, mcicase of 
income, piovision of new 
toads, etc, then the way is 
opened for the creation of 
“toutis n consciousness*' with¬ 
in the community which 
creates bettci undei standing 
and helps in achieving the 
integration of tourism and the 
environment. 




Uttar Pradesh Developing Forests for 
Building State Economy 
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Forest was the scene of evolution of man and that still holds an important place in 
the life of human beings. The conservation and development of forest is necessary to meet our 
requirements and to make life happier and healthier. 

Realising the value of forest wealth in the process of economic development of the State, 
the Uttar Pradesh Government has laid emphasis on 

* Forest conservation, protection and development 

* Environmental change to have a check on air pollution 

* Introduction of social forestry and faim forestry through plantation of trees in villages 
and on road sides to provide fuel, ordinary timber, fodder etc. to village folk and 

4 Development of species of industrial importance for meeting ever increasing requirements 
of safety-match box, ply-wood, fibre board, packing case, ‘Kattha’, sports goods and paper 
industries etc. 
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To raise tree plantation is a colossal task and people’s cooperation in this pious step will 
be a great help. 

Issued by Information and Public Relations Department, Uttar Pradesh. 
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3.5 Million Tourists? Where will They Stay? 

T.C.A, Srinivasa-Raghavan 


The Government is hopeful 
of attracting as many as 3.5 
million foreign tourists by 
1990. The expected receipts 
from this How are estimated to 
be in the region of Rs 5,000 
crores which is just what India 
spends today on imports of 
oil and petroleum products. 
Even if the import bill on this 
account goes up to Rs 15,000 
crores as it is expected to by 
1990 -and one-third of it can 
be met by tourism earnings, it 
should be a matter of reasonable 
satisfaction. 

The trouble with tourists, 
however, is that having arriv¬ 
ed, they expect to be lodged 
in a reasonable degree of com¬ 
fort. For this purpose, it be¬ 
comes necessary to have ade¬ 
quate hotel facilities. If the 
Government is aware on this 
—as indeed, it must be—it is 
certainly not showing any 
signs of it. A glimpse of the 
hard facts in this context pro¬ 
ves instructive. 

Room Requirement 

In order to do the right 
thing by 3.5 million tourists, 
an additional 25,000 hotel 
rooms will be needed. At 
present the total rooms stren¬ 
gth of the kind required (not 
necessarily 5 or 4 star) is 
20,000. On the basis of cur¬ 
rent prices, this would call for 
an investment of nearly Rs 800 
crores on room-space alone. 
The cost of infrastructural 
facilities such as more air¬ 
ports, roads and transport, 
resort development, etc, would 
be another Rs 3,500 crores. 


These, then, are the dimen- 
sons of the problem. Since 
much of the hotel industry is 
in the private sector, it is use¬ 
ful to see what the major 
hotel chains have to say about 
it and what they propose to 
do about it. 

There seems to be a grow¬ 
ing realisation amongst them 
that while 5-star hotels are all 
to the good, it is not an alto¬ 
gether brilliant idea to con¬ 
fine activity to service the rich 
only. In consequence, there 
is a move towards building 
less fancy hotels which would 
take care of the needs of the 
middle-class tourists. 

Medium Hotels 

The Taj Group seems to have 
taken this rather more seri¬ 
ously than the other two—the 
ITC owned Welcom-group 
chain and the East-India 
Hotels (Oberoi) group. The 
idea is to set up a chain of 
medium-priced hotels where 
the room tariffs will range bet¬ 
ween Rs 75 and Rs 120- 
Government of India and in¬ 
flation permitting. These 
hotels which for some obsure 
reason the Taj Group chooses 
to call ‘budget’ hotels—will 
comprise three categories, 
one catering for non-metropoli¬ 
tan towns of commercial or 
industrial importance, another 
catering for locations of tourist 
interest and a third for purely 
domestic tourists, somewhat 
in the nature of the American 
motels. As of now, they in¬ 
tend to set up 20 such hotels by 
1985. Given an average room- 


strength of around 40, the net 
addition to room-space would 
amount to 800. 

Now, assuming that the 
other two chains and the pub¬ 
lic sector ITDC expand at the 
same rate in this direction, by 
1985 the room strength would 
have grown by 3,200. Add 
another 1,500 or so of the 
5-star category by these chains 
and a couple of new one’s and 
what do we get ? An addi¬ 
tional 4,700 rooms by 1985. 
Again, assume a slightly more 
than doubling by 1990 and 
we get a nice round figure of 
10,000, which leaves us short 
by 15,000 rooms ! Even if a 
few smaller chains add yet 
another couple of thousand 
rooms or so, the shortage will 
be immense. 

Lack of Facilities 

In other words, the limita¬ 
tion imposed by the lack of 
hotel facilities will restrict 
tourist inflow to not more than 
2.5 million with a resultant 
decrease in receipts also. At 
the same time, unless infrast¬ 
ructural facilities also grow 
proportionately, the actual 
arrivals might be less than 2.5 
million. Quite obviously, 
therefore, either we should 
limit our expectations to figu¬ 
res based on reality or some 
effort should be made to rea¬ 
lise the expectations based on 
wishful thinking. 

This brings us to the nat¬ 
ure of problems that the hotel 
industry faces, regardless of 
whether it is in the private or 
public sector. First of all, 


given that India has tremen¬ 
dous tourism potential, there 
is the question of basic infras¬ 
tructure such as access roads, 
power and water supply. No 
man in his senses will set up 
a hotel which the potential 
visitor would have to walk to 
reach. Equally, no ordinary* 
tourist would like to visit a 
place where there is no electri¬ 
city or water. Since the private 
sector is not going to build 
roads and instal grids for power 
and water, the ball is firmly 
in the Government’s court. 

Infrastructure Development 

Very simply stated, if tourism 
is to develop along the * 
lines envisaged, the autho¬ 
rities have to develop these 
facilities. Here, their task is 
relatively simple in that since 
they are anyway going to build 
roads and power-grids, they 
could give at least some kind 
of priority to areas of possible 
tourist interest. The multi¬ 
plier effect of such investment 
scarcely needs to be stressed. 

Another problem relates to 
financing of new projects. Al¬ 
though the Taj Group doe# 
not intend raising funds inter¬ 
nationally for damestic pro¬ 
jects, there is no dearth of 
funds in the Euro-currency 
market. The intentions of the 
other two private sector chains 
in this regard are not known 
but all parties concerned 
would do well to tap this 
source. The ramifications of 
Euro-currency borrowing, 
which is available at 16 per 
cent, extend beyond the hotel 


EASTERN ECONOMIST 


1308 


DECEMBER 12, 1980 





rti-- 




•** V* 7 
«J&"5 

■ 


«P° 




w>mm 


\^+"" 


Indian Airlines offers fast safe* reliable and 
economical air transportation of your cargo 
And helps you to minimise your insurance 
costs, save on your inventory, get faster deli¬ 
veries to meet your deadlines, save on your 
packaging, and a host of other benefits. And 
all this at a much lesser cost than vou think 
Get in touch with your nearest cargo agent, or 
Indian Airlines. Both you and your cargo will 
be m good hands. 

■ #1 Indian Airlines 
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industry to the national eco¬ 
nomy as a whole. It is not 
necessary to go into those as¬ 
pects here but suffice it to say 
that it would be less than wise 
not to exploit the Euro-cur¬ 
rency market. 

Domestically, too, there are 
funds available. If the ex¬ 
perience of Telco, which issued 
convertible bonds and which 
was oversubscribed by 5 times 
(132 crores), is anything to go 
by, a viable project which 


inspires public confidence will 
definitely attract funds. It 
should be a matter of some 
concern that although a large 
proportion of the increased 
savings during the last five 
years has been in the house¬ 
hold sector, only a small part 
of it has found its way into 
the equity market. 

Basically, therefore, what is 
being suggested is that since 
the money, the inclination to 


use it and potential tourists 
are all there, it is up to the 
Government to take steps that 
will enable the hotel industry 
to develop and diversify. It 
is essential that the sort of 
vascillation that typifies policy 
cease and clear-cut, firm guide¬ 
lines be adopted. Tourism is 
the world's second largest in¬ 
dustry but in which India's 
participation is quite negligi¬ 
ble. The peculiar mental 
equation that tourism equals 


five star hotels and therefore-^ 
is despicable must cease to ! 
dominate thinking. The pot¬ 
ential gains are immense, par¬ 
ticularly in view of the hard 
times ahead, and the Govern¬ 
ment needs to devote itself 
rather mote fully than it has 
done till now. It is a matter 
of shame that even Sri Lanka 
attracts more tourists than 
India does. If people can come 
all the way to Sri Lanka, whyjj 
not India then 1 m 


Tamil Nadu s A Tourist s Paradise 

M. G* Ramachandran 


Chief Minister 

Tamil Nadu, the land of the home of Carnatic music and 
Tamils, derives its name from Bharata Natyam and some of 
the ancient and rich language the exquisite hand crafts, t is 
spoken here. The great cul- gloriously ancient and yet 
ture and civilisation of Tamil raagnificiently modern. Tamil 
Nadu, in spite of distinctive Nadu has so much to offer to 
ethnic derivation, inextricably the various categories of tou- 
form part of the Indian ethos, rists that it may be rightly 
Tamil Nadu is a land of tem- called a ‘Tourist's Paradise’, 
pies that reflect their time, Th e g tate Government is 
their architecture and their f u Hy aware of not only the rich 
benefactors. Tamil Nadu’s tounsm potential of Tamil 
recorded history commences Nadu but also the economic, 
from about the first century soc jaj an d cultural advantages 
AD and up to the fourteenth 0 f t oUr j sm as ^ industry. It is 
century is largely the history a | s0 a y vc to the important role 
of the Pallavas, the Pandyas, tourism can play in promoting 
the Cholas and the Cheras— na tj 0 na! integration and inter- 
some of them empire-builders national understanding. This 
and all of them renowned aware ness is reflected in the 
patrons of culture. higher priority given and lar- 

Estuaries, lagoons, deltaic ger budget allocations made to 
areas, hills, beaches—a wide the tourism department in the 
variety of geographical featu- last three years when the deve- 
res are to be seen in Tamil lopmental and promotional 
Nadu with unique charms of activities of the tourism depart- 
theirown. The whole of Tamil ment have been enlarged and 
Nadu is dotted with places of intensified. The tourism de- 
historic value and pilgrim inte- partment which is entrusted 
rest. Tamil Nadu has also a with the responsibility of jflan- 
variety of flora and fauna. The ning the development of tou- 
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of Tamil Nadu 

rism infrastructure and promo- ted with the assistance of the 
tion of tourism had a meagre Government of India. We 
budget allocation cf Rs 22.70 have also prepared separate 
lakhs in 1975-76. This was master plans for the well- 
stepped up after the present known tourist centres of inter^ 
Government took charge. The national importance like 
allocation has now crossed the Mamallapuram, Uthagamanda- 
Rsone crore mark. The tou- lam, KanniyakumariandRame- 
rism department is being ex- swaram. 
panded and streamlined to Mama i| apuram is a unique 
cope with the increase in the combination of 8 beautiful 
tempo and scope of activities. bcach resort and , historic 
There is now a network of pIacr T he master plan for it, 
tourism information centres invo iving an outlay of about 
at all the important tourist r 8 6 crores when implemented, 
centres,- railway stations and willmakethis a popular de8 . 
at the Madras airport to offer tination for the tourist t*. 
necessary assistance to the State Government has been 
visiting tourists. The first doing its utm08t to enlarge 
tourist information centre out- tourist facilities at Mamalla- 
side the State was opened in puram< Besides the State Tou- 
Delhi recently. r ism Corporation’s Beach Re- 

For the first time, a syste- sort Complex, a camping site 
matic tourism potential survey and a youth hostel are tinder 
of the State was undertaken construction. It is also pro- 
rccently and the perspective posed to set up an open air 
[dans for the development of museum adjacent to the beach, 
recognised travel circuits have Evolution of stone sculpture 
been prepared involving an and temple architecture will 
outlay of about Rs 70 crores. form the dominant theme of 
1 hope this will be implemcn- this open ait museum, which 



^will be first of its kind in the 
country. 

Raraeswaram island is a 
unique combination of several 
favourable geographical factors 
which will make it a tourist 
paradise if suitable amenities 
are provided. It could be 
developed as the Honolulu of 
Asia. This potential for deve* 
lopment is all the more, be¬ 
cause of its becoming a major 
port of entry for foreign tou- 
Hjtistsin the recent years. A 
masterplan for the develop¬ 
ment of Rameswaram as an 
international tourist centre, 
involving an outlay of Rs 28 
crores, has been prepared and 
1 hope the Government of 
India will respond to our re¬ 
quest for assisting this deve¬ 
lopment. 

Development Schemes 

Similarly, master plans 
Khave been prepared for the 
^ other places of international 
importance and will be 
implemented in stages. Several 
development schemes have 
been implemented in the fa¬ 
mous hill stations, Uthaga- 
mandalam—the Queen of hill 
stations—and Kodaikanal. 

The famous pilgrim-cum-tou- 
rist centres like Kanniya- 
kumari, Madurai, etc, also are 
receiving due attention in our 
developmental programmes. 

||^ Although there are several 
F other places with immense 
tourism potential, many of 
them have not received due 
attention in the past. So we 
have token up development of 
new tourist centres like Picha- 
varam, which is a place of 
unparalleled scenic beauty near 
Chidambaram, anl Yercaud, 
which is known as the Poor- 
man’s Ooty. 

My Government believes in 
-en integrated development of 
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Brahadeeswarar Temple, Thanjavur 


international as well as domes¬ 
tic tourism. This is reflected 
in our development pro¬ 
grammes which are designed 
not only to build up tourist 
infrastructure for the interna¬ 
tional tourists but also to 
build up facilities for domestic 
tourists of various categories. 

We have identified about 40 
places of interest for local 
population and they are being 
developed as district excursion 
centres at the rate of one per 
development district. Thirty 
district excursion centres will 
be developed initially with the 
surplus funds of the State- 
owned transport corporations. 

To promote youth tourism, 
youth hostels are being put up 
at all the important tourist 
centres in the State. Construc¬ 
tion of youth hostels at Yer¬ 
caud, Mandapam, Pichavaram 
Hogenakkal, Kodaikanal, 
Utbagamandalam, Rameswa¬ 


ram, Mamallapuram and Cour- 
tallam, involving a total ex¬ 
penditure of Rs 48.61 lakhs, 
has been sanctioned. The com¬ 
bined bed strength of these 
hostels will be 464. Youth 
hostels at Yercaud, Manda¬ 
pam, Hogenakkal and Mama¬ 
llapuram are nearing comple¬ 
tion and the remaining are in 
various stages of construction. 
When these youth hostels are 
completed, we propose to 
organise special coach tours 
for youth and budget tourists. 

The Tamil Nadu Tourism 
Development Corporation, a 
State Government undertaking, 
is in charge of the commercial 
aspects of tourism. It has a 
chain of hotels covering all 
the important tourist centres 
in Tamil Nadu and a fleet of 
luxury coaches, with which 
scheduled tours are run. 

The three-year-period from 
1977 to 1980 is a turning point 


in the history of Tamil Nadu 
Tourism Development Corpo¬ 
ration. it was during this 
period that the Tamil Nadu. 
Tourism Development Corpo¬ 
ration was restructured oh 
commercial lines and its acti¬ 
vities expanded manifold. The 
TTDC has now created a firm 
impact in travel trade as a 
pioneer in providing the much 
needed infrastructure for tou¬ 
rism promotion in Tamil Nadu. 
The internal transport and 
accommodation facilities pro¬ 
vided by the TTDC have be¬ 
come increasingly popular 
mainly because of the inexpen¬ 
sive nature and good standard 
of services offered. This has. 
enabled the Corporation to 
cross an annual turnover of 
Rs one crore to become a 
public limited company in July, 
1980. The Corporation made 
a net profit for the first time h 1 
1977-78. ■ The authorised capi- 



1311 


DECEMBER 12, 1980 



A JL A AAA. ^JL A ■*, » a « 1 j >,ajtAA A.A^*.AAA*AA AAX-kli *- .A * « * «.’* » A t. t * A I .A A A -* '-*■ '*■ 'J^A-4 -.A..^A'.Jl -A-jL^A. A^A. A-A.iAJL.jAA. 

Iff/f F ¥ “TTffTTT'Tt TTfTTTf fT ft???? “▼ f I f F f ff ff ? f T f I ?T T'T P'P f ^ TTM T-* Mf ftl W*¥ V V'V f T fTT F F^ 


Hospitable Welcome to Himachal Pradesh 
for Memorable Reminiscences 
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Simla 

HPTDC Hotel Holiday Home offers vacation with all the conveniences of home. Drive-in and car 
parking facilities, two channel music and telephone in each room. Wall-to-wall carpet. Wonderful view 
of Simla during night. 

Hotel Wildflower Hall 

13 km from Simla. A stately hotel on the hilly slopes of Simla, with all modern comforts. 

Palace Hotel Cliail 

A gracefully built structure, reminiscent of royal days. Now completely renovated for elegant 
stay. An ideal place for peace lovers. 

Dharauisala 

A beautiful hill resort in the midst of picturesque surroundings. Now the .seat of Dalai Lama 
with his Tibetan settlements. Well furnished HPTDC Hotels Dhauladhar and Dhagsu. 

Pa lam pur 

In the midst of rural loveliness of Kangra valley. HPTDC Tourist Bungalow. 

Dalhousie 

Its natural beauty, pure air, invigorating sunshine, dry and sandy soil make it an ideal health 
resort. HPTDC Tourist Bungalow and Youth Hostel. 

Chamba 

Famous for its temples, museum and chaugan. It is a starting point for a number of treks such as 
to Pangi, Bharmour and Manimahesh. Accommodation is available in Tourist Lodge. 

Kulu-Mattali 

This valley of gods, is perhaps the most beautiful corner of the whole of Himalayan terrain. Tourist 
Bungalows; Camping Sites; Hotels; Cottages: Log Huts; provide accommodation to suit all pockets. 

Nahan-Renuka Paonta Sahib 

Decorated with temples and gardens, Nahan enjoys a salubrious climate. At Renuka is the sacred 
lake while Paonta Sahib is sacred to the Sikhs. HPTDC Tourist Bungalow at Paonta Sahib. 

Shiwalik Hotel Parwanoo 

Himachal Tourism’s newest venture. Air-conditioned Deluxe rooms/suites, two channel music, 
wall-to-wall carpeting, parking facilities, continental cuisine. 

Mandi 

An ancient town studded with stone-carved temples. Excellent Tourist Lodge. 

Conducted Tours in HPTDC Luxury Coaches 

For more information, please contact our Tourist Information Offices at:— 

1. Chanderlok Building, 36, Janpath, New Delhi. (Tel. 345320) 

2. SCO 1048-49, Sector 22-B, Chandigarh. (Tel. 26494) 

3. Opposite Railway Station, Pathankot. (Td. 316) 
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Himachal Pradesh Tourism Development Corporation Limited 

Regd. Office: Riiz Annexe, Simla-171001 (Tel. 3294, 3977 & 5071) 
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*tal, which was onlyRs 50 lakhs 
in 1971, has been increased to 
Rs 5 crores now. 


In 1975-76, the TTDC 
had ten tourist bungalows with 
a bed strength of 752. This 
has now risen to 14 units with 
985 beds following the com¬ 
missioning of tourist bungalows 
at Thanjavur and Chidam¬ 
baram and motels at Ranipet 
and Ulundurpet and marginal 
gbexpansion of the tourist 
^bungalows at Madurai, Utha- 
gamandalam, Kodaikanal, 
Kanniyakumari and Yercaud. 
The 110-bed hotel at Madurai 
being built at a cost of Rs 55 
lakhs will be ready in time to 
receive and accommodate the 
delegates to the ensuing World 
Tamil Conference. The 100- 
bed hotel at Coimbatore, cost¬ 
ing Rs 30 lakhs, will be 
commissioned before the end 
& of the year. The expansion of 
the Beach Resort complex, 
Mamallapuram, at estimated 
cost of Rs 38 lakhs will also 
be completed before March, 
1981, With these, the bed 
strength will rise to 1,220 from 
the present strength of 985. 
The Corporation proposes to 
construct a number of hotels 
and motels in the coming 
years. 


Remodelled Transport 

w 

The transport wing of the 
Corporation was completely 
remodelled and rationalised 
in the last three years. Not 
only have old coach tours 
been modified on the basis of 
the feedback from the clients, 
but new and attractive tours 
have also been introduced. It 
is the transport wing that 
earns the bulk of the foreign 
exchange for the TTDC. The 
direct foreign exchange earn- 
ings in 1979-80 amounted to 


$2,50,000 (Rs 18.52 lakhs). The 
foreign exchange earnings of 
the corporation will be much 
more after the overseas selling 
agents for coach tours are 
appointed at Singapore and 
Malaysia. The transport wing, 
which had only six luxury 
coaches in 1976-77, has 10 
coaches now and this will be 
raised to 17, including two 
air-conditioned coaches, be¬ 
fore the end of the year. This 
will enable the corporation to 
meet the ever rising demand 
for its tours and to provide 
coaches on hire. 

Financial Yiability 

The corporation has turned 
the corner financially and is 
set for take-off as may be seen 
from the ambitious capital 
works programme for the next 
year which is of the order of 
Rs 1.5 crores. The corpora¬ 
tion has always reflected my 
Government’s policy of being 
a model employer as evidenc¬ 
ed by the fact that the average 
wage which was only Rs 210 
per month per head in 1976- 
77 is Rs 410 after the recent 
wage increase in October, 
1980. Its employees not only 
get the statutory bonus but 
also a productivity-linked in¬ 
centive bonus. Other facilities 
like housing, medical aid in 
Government hospitals and 
group insurance have been 
extended to the workers. AH 
these have been done with a 
view to enthuse them to render 
better service to the tourists. 

Our department of tourism 
and the Tamil Nadu Tourism 
Development Corporation 
have faithfully been following 
the motto “receive a visitor and 
send him back as a friend”. 
As may be seen from the 
facts above, we have done our 
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best in building up the tourist 
infrastructure and in promo¬ 
tion of tourism which has 
grown into a gigantic industry. 
Still a lot more remains 
to be done and 1 have every 
hope that with a little more 
of assistance from the Govern¬ 
ment of India, wo will be able 
to do much better. 

In view of the far-reaching 
economic, social and cultural 
benefits flowing out of tourism, 
it is necessary not only to 
attract more foreign tourists 
to our country but it is equally 
important to effect a proper 
dispersal of the tourist inflow. 
This would require a balanced 
development of tourist infras¬ 
tructure in all the regions of 
the country. The investments 
made by the Government of 
India in the past hardly con¬ 
form to this objective of 
balanced development. I 
fervently hope that the defi¬ 
ciencies of the past will be 
made good in the future. It 
is accepted on all hands that 
South India, in spite of its 
marvellous tourist attractions, 
is not receiving its due share 
of tourist flow. It is neces¬ 
sary to set this right at the 
earliest. 

More international flights 


should be routed through ^ 
airports in South India rather 
than overcrowding them itt 
Bombay and Delhi. MadWi 
which is recognised as 
‘Gateway to South Inctif’> 
receives hardly 16 intern**! 
tional flights a week, whereat: 
Bombay receives over 130 
flights a week. It is also 
necessary to reschedule many 
of the Indian Airlines’ flights 
to facilitate greater flow of 
tourists to South India. The 
third-line feeder service is of 
vital importance for tourism 
promotion. 

lam sure the Government 
of India will take note of this 
and do all that is necessary 
to enable the South to receive 
its due share of tourists 
because tourism promotion 
can be a powerful factor in 
triggering the economic deve¬ 
lopment of the backward 
regions which have tourism 
potential. I would also in 
this context, plead for a well- 
defined National Tourism 
Policy and a proper authority 
to implement that policy and 
to effect better coordination 
in the tourism promotional 
activities of the States and the 
Centre. 


Hindustan Electro Graphites Limited 

CORRIGENDUM TO PUBLIC NOTICE DATED I3TH 
AUGUST 1980 UNDER RULE 4-A OF MRTP RULES 

In the public Notice dated 13th August 1980 about new 
Cement Project the name of the site has changed to Path- 
aria, District Damoh, Madhya Pradesh. 

All other contents remain the same. 


R.K. Jajoo 
Managing Director 


Dated : 3.12.1980 
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Himachal Tourism Forges Ahead 

Ram U« 

Chief Minister of Himachal Pradesh 


Phenomenal growth of tou¬ 
rism in the recent past has 
made it a major factor in the 
world trade and a significant 
feature of national economics. 
Tourism, in fact, is becoming 
a way of life with more and 
more people in the world. 

From the economic point of 
view, tourism is especially im¬ 
portant for developing coun¬ 
tries like India. It is a cata¬ 
lyst to economic growth and 
foreign exchange earnings and 
has been recognised as a major 
source of employment. Tou¬ 
rism also presents a wide scope 
for the promotion of human 
understanding. 

Many countries in the Third 
World—-Nepal, Hong Kong, 
Singapore and Sri Lanka, have 


made significant progress in 
the field of tourism. Although 
tourism in India has been con¬ 
sidered as its sixth largest 
foreign exchange earner, its 
share in the world tourism 
market is rather negligible. 

The tourism industry in our 
country, therefore, needs re¬ 
vamping. A special effort to 
get a fair share of world tou¬ 
rism traffic ought to be made, 
jointly, by the Central and 
State Governments. 

In the case of Himachal 
Pradesh, tourism offers great 
scope for development because 
of its geographical location 
and topography. Our State is 
tranquil, fertile and geologi¬ 
cally, historically and cultu¬ 
rally rich and interesting. Phy¬ 


sically it is beautiful and ex¬ 
citing—its contours and its 
valleys and lakes, its snowfed 
rivers, streams and waterfalls, 
its green forests and eternal 
snowlines and above all its 
simple, gay and colourful 
people. 

Development of tourism in 
Himachal was taken in hand 
during the Second Plan period 
though with a meagre outlay. 
However, it has made consi¬ 
derable progress in laying a 
sound infrastructure in the 
form of developing a network 
of roads, accommodation, ca¬ 
tering and transport facilities. 

The new policy which the 
State Government has adopted 
for developing tourism in¬ 
dustry is to ensure an integrat¬ 


ed and balanced execution of 
projects so that economic and 
employment opportunities are 
generated in ail tourist areas 
of the State. 

During the sixth Plan pe¬ 
riod, it is proposed to spend 
R$ 10 crores on development 
of tourism. Till last year, hill 
stations in the State were 
suffering from an imbalance—a 
maddening rush in summer 
and total absence of tourist 
traffic in monsoon and lack of 
demand during the off-season. 
A number of steps have 
since been taken to rectify this 
anomaly. 

Himachal occupies a promi¬ 
nent place from the pilgrimage 
point of view. This potential 
for religious tourism is being 



Travel safe witn State 

Bank travellers cheques. 

The money that simply 

cannot be loet or stolen. 

• Available in denomina¬ 
tions of He. 60. Re. 100. 
Re. 500 and now avan 
Re. 1.000. at over 7.500 
offices of State Bank 
and its Associate Banks. 

• Issued and encashed 
free of charge. 

• Valid for as long as you 
like. 

• Simply sign and encash. 


« Evan If you loec your 
travellers cheques, you 
can get your money 
back from the office of 
issue. 

• Pay your rail fares, 
hotel bills and shopping 
bills in our travellers 
cheques. 

• These travellers cheques 
from India's largest 
bank are moat widely 
acceptable end are 
cashable at over 26.000 
outlets all over indie. 



State Bank 
Haveners Cheques 


Rejajt Centenary celebration coupons «r» enitabfo 
eiaWow wmp&m end urban branches. 
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Upped for the fint time by 
constructing a 60-bed hotel at 
Jwalamukhi, which will be 
ready for use by the end of 
this year. 

A master plan to develop 


rival at moderate rates, before 
their dispersal to hotels in the 
city or to other tourists resorts. 
The building plans are likely 
to be finalised shortly. 

Many new resorts on the 


Kalaka-Simla highway will be 
developed shortly where cheap 
and good food, including some 
Himachali dishes will be serv¬ 
ed. Among the facilities being 
provided for tourists in Simla, 
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there will be an ice skating 
rink, a centrally heated cinema 
hall and a permanent gyration 
sium near the Combermere 
budge 

Naikanda, 65 kins from 


Naina Devi is being prepared 
according to which boarding 
and lodging facilities will be 
provided at very moderate 
rates. Manikaran in the Kulu 
Valley is famous for its hot 
springs. A tourism complex 
^consisting of accommodation, 
a restaurant, sauna and turkish 
baths and a swimming pool 
is already under construction 
there. 

New Resorts 

Barog on the Kalka-Simla 
highway has become not only j 
a favourite stop-over for the : 
tourists travelling on this high¬ 
way but also a tourist resort of 
Inconsiderable importance. A 
hotel to supplement the exist¬ 
ing accommodation will be 
ready by the end of next year. 

A fast service restaurant at 
Parwanoo is already under 
construction. 

According to the strategy, 
a few new places are to be 
selected on the main highways 
to be developed as tourist 
resorts. Haphazard expan¬ 
sion Plans are being aban¬ 
doned in favour of well worked- 
**out schemes at wayside 
resorts. The current tourism 
philosophy in the public sector 
is geared more towards pro¬ 
viding facilities for the middle 
and lower income level people, 
including a large number of 
pilgrims. 

Simla, the main attraction 
in the State will have a 
reception centre near the bar¬ 
rier, where accommodation for 
about 200 parsons will be 
e available on their ar¬ 


KEEP 

YOUR STATION 
CLEAN 


There is no denying that clean surroundings mirroi the character of an individual 
and mould our attitude. Such surroundings radiate joy. 


We keep our homes spick and span. Why not practise the same in public places 


also ? 


On railway platforms, in waiting rooms, in cattiages, and m fact anywhere where 
people gather in large numbers it is of paramount importance that surroundings are main¬ 
tained clean. , 

\ 

We on the railways, have launched a cleanliness drive which has produced handsome j 
results. The railways wear a more presentable look. We, however, realise much more needs 
to be done. We shall relentlessly strive to be better. 

Vou can also help railways, keep station and the adjacent places clean by taking 
care that areas around you arc in perfect condition. Why not utilize the services of the railway 
sanitary staff. They are there to serve you. 

On your own part please do not allow litter to be thrown except in dust-bins Every 
small act will help us serve you better. 

RAILWAYS ARE YOUR PROPER fY. KEEP IT CIEAN 


NORTHERN RAILWAY 
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Care and Comfort 
all year Round 


Jt’s crystal clear why people prefer the CRYSTAL 
HOTELS. The particular care that the staff take to ensure 
your comfort makes your stay in Nepal the perfect holiday. 
Tor year round comfort Crystal Hotels are the best. 

HOTEL CRYSTAL 

Kathmandu 

Jn downtown Kathmandu, (he Hofei’s viewing tower and love’y 
roof garden offers spectacular views of the picturesque valley. All rooms 
individual^ air conditioned, with private attached baths, hot and cold 
water, telephone and music. Delicicm Continental, Indian and Tandoori 
cuisine in the dining ball or restaurant. A well-stocked bar. Concessit n 
for accompanying children. 

Gram : CRYSTAL, Phone : 12630; 13397; 13611; 13636 
TARIFF SINGLE DOUBLE 

Room only US * 18.00 US S 25.00 




NEW HOTEL CRYSTAL 

Nagdhunga Pokhara 

Located in the heart of the enchanting Pokhara valley. Excellent 
base for treks and visits to surrounding areas. No charge for children 
under 10 occupying same room as parents and without extra bed. 

Gram : NEW HOTEL, Phone : 35, 36 

TARIFF : SINGLE DOUBLE 

Room only US $ 17.00 US $ 25.03 


HOTEL SIDDHARTHA 

Kathmandu 

Situated close to the old palaces and markets, all rooms in this 
intimate hotel are individually air conditioned with attached biths.. 
Telephones and piped in music in every room. Delicious Indian. Chinese. 
Continental and Mughlai Tandoori delicacies at the Kabab Corner. 
Sun bathing on the roof garden. Concession for accompanying children. 
Cmim : HOLSIDDHA, Phone : 15761 
TARIFF : SINGLE DOUBLE 

Room only US $ 13.00 US S 17 00 



Write today for 
further information 
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Simla, will also be developed 
*a$ a full-fledged tourist com¬ 
plex with facilities for winter 
sports as well as sum¬ 
mer tourists. A blueprint of 
the plan to develop the Pong 
Dam lake area as a major 
tourist complex is under pre¬ 
paration. It is proposed to 
keep shikaras, house boats and 
a fleet of motor launches at 


the lakesite for tourists, with 
facilities for fishing. The 
other lakes like Bhakra and 
Pandoh will also be beautified. 

During the sixth five-year 
Plan, additional accommodation 
at Kiarighat, Wildflower Hall, 
Manali, Dalhousic, Kangra and 
some other places will be taken 
in hand. The existing trans¬ 
port fleet of Himachal Pradesh 


Tourism Development Corpo¬ 
ration will be strengthened by 
adding new coaches. 

Tribal areas like L&baul and 
Spiti constitute a unique socio¬ 
physical unit of Himachal 
Pradesh. With the removal of 
restrictions on the entry of 
foreigners in Lahaul and Spiti, 
a new dimension has been 
added to the development of 


Touritm Supphmet; | 

tourism in these mid*Hi#i*- 
layan valleys. Accommodation, 
catering and transport facilities : 
have been planned at KeyIorif>; 
Udeypur and Bharmour. 

For the people in Himachal 
Pradcvsh, tourism is not an edd 
in itself bur a means for adtyUJ 
eving socio-economic growth ' 
aiongwith preservation of our : 
cultural and national heritage. 


ITDC Goes International 


The first overseas project 
of India Tout ism Develop¬ 
ment Corporation (ITDC) — 
Lotus Ashok Hotel in Lim¬ 
assol (Cyprus)—got off the 
ground on November 16 with 
the laying of the foundation 
stone by the Cyprus Minis¬ 
ter for Commerce and In¬ 
dustry. A joint venture of 
the Ashok Group of ITDC 
and the Lotus Hotels Ltd, 
Limassol, Cyprus, Lotus 
Ashok will be a 5-star hotel 
with 200 rooms. Apart from a 
24 hour coffee shop, a tavern 
and a bar, it will have a 
speciality—Indian restaurant 
—a novelty for Cypriots and 
tourists. A swimming pool, 
a health club, a squash court, 
a tennis court and a shopping 
centre will cater for the guests’ 
heeds during hours of leisure. 
The Greek touch will be 
provided by the Diwania—a 
traditional “gossip durbar” or 
multipurpose hall. The hotel 
will cost Rs 10 crores and is 
expected to be ready in two 
years. 

Limassol is the Island Re¬ 
public’s second largest town 
and the principal sea-port, 
It is an excellent tourist 
attraction because of its luxuri¬ 


ous beaches, arts, architecture 
and archaeology, like castles, 
museum, zoo, temple of 
Apollo, monastries of Troodi- 
tissa and old churches. Limas¬ 
sol is also the most festive of 
Cypriot towns. Nicosia, the 
capital of Cyprus is 1} hours 


drive from Limassol while 
Larnaca, the only internatio¬ 
nal airport in Cyprus, is an 
hour away. 

A unique feature of Cy¬ 
prus is that in a span of just 
one hour, one can be in the 
mountains, skiing in the snow 


and in less time than that 
swimming in the warm blue 
waters of the Mediterranean. 

Lotus Ashok designed by 
an ITDC architect, Rajinder 
Kumar, will have unsusual 
features. It is planned around 
a central atrium with a glass- 
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prolof to capture the Medi- S.K. Misra, announced at exploratory talks conducted in Moscow are nearing com- 
. iterranenn skies with the sun the foundation stone cere- by the Corporation Chair- pletion. 

| } penetrating and providing life mony that a Cypriot restaurant man. With only a decade of 

to indoor plants. The hotel’s wiil be set up in one of the ^he ITDC has already ej V« f i«nce, the ITDC has 

200 rooms, spread aroimd the ITDC hotels in New Delhi two j lote j on^jtaney acquired considerable exper- 

atrium will offer a fascinating and there will also be exchange pro : ects in Ifaq a t Mosul tise in planning, designing, 
view of the sea, the mountains of cultural troupes. Also food an d j n Dokan for which an- construction and manage- 
and the city. At night, when all festivals will be organised in othcr puWjc • sectof un(ler . ment of a wide variety of 
the lights are on, the hotel India and in Cyprus. taking the NBBC made the accommodation ranging from 

•will resemble a ship anchored The joint venture in b j d 5-star de luxe hotels to palace 

in the harbour. There will Limassol might well turn out ' hotels, beach resorts and 

, be a special attraction for to be the nucleus of an ITDC Currently, a delegation from bwiget hotels. It has over 

the young—a sophisticated chain of hotels in the Medi- Tanzania, headed by its 3 000 rooms in 21 hotels, 3 
discotheque with a separate terranean region. Already Tourism Corporation Chair- f ores t lodges, 11 travellers’ 
entrance from the street level ITDC has received an offer man, Mr Adam Sapi lodges and two beach resorts 
planned around a glass see- of a hotel project at Nicosia Mkwawa, is in the capital j n j n dj a . 
through wall of the swimming in the Cyprus capital. The for discussions with the ITDC Although playing an im- 
pool. ITDC’s Chairman’s visit to Chairman to work out possi- portant developmental role. 

The ITDC, apart from Athens following the laun- bl,lties °. f the two countries the ppoc has been making 
taking part in the equity, will ching of the project in Cyprus collaborating in developing p ro fit s s j nce j ts inception and 
provide technical services in has opened up possibilities f u rtl ,ef . tourist facilities in ifoese have been steadily 
planning, designing and overall of ITDC moving into Greece Tanzania. growing. During 1979-80, the 

coordination in constructing, also. For a start the The ITDC made a small Corporation’s turnover and 

furnishings and equipping ITDC might go in for beginning overseas with an profits were a record. The 
the hotel as well as manage- an Indian restaurant in Indian restaurant in Prague turnover was nearly Rs 26 
ment services for operating Athens. An ITDC delegation which it set up for the Cze- crofes and net profit after 
and marketing. is leaving shortly for Cyprus choslovak Government. Nego- tax was a little over Rs 1.6 

The ITDC Chairman, Mr and Greece to follow-up the tiations for a similar restaurant crores. 



(Slaughtered; 
'for Vanity, 
Greed and 
[Personal Gain! 

„ “ V 

ry Only 30 years ago. as many os 30.000 1 
tigers burned bright in the jungles of our 
country. Today they hjve dwindled to an 
estimated 2000! Wanton killing by 
poachers and unlicensed huntors ts takinu 
'Its toll, v 

| Rare birds and animats all over Indie 

I ere facing the same fate. Although every 
year they draw thousands of tourists to f 
our wildlife sanctuaries. Bring in foreign 
exchange. Generate prosperity and 
* employment even in rural areas. 
i^Our magnificent wildlife ts part of our • 



,(superb natural heritage. Let's do what ^ - 
' we can to preserve it. Let's observe the bam 
on wildlife shooting. Let's conserve 
the gift that nature has given us. For once I 
destroyed, it can never be replaced. ^ 

You have a beautiful herittKMb 
You must preserve it. 

ttetMMdby .. 

India Tourism Dovolopmont Corporation ti 

Department of Tourism 
Government of Indio 









tndow on the World 


Ronald Reagan’s 

Landslide 


[T was supposed to be touch and go in 
:he US presidential race. “Too close to 
:all”, the pollsters cried out day after 
|fa/, though some believed Carter had the 
Sage. Professional oddmakers, both in 
London and Las Vegas, had no doubt 
whatever. They predicted a Carter vic¬ 
tory by a wide margin. 

Then, on the election day evening, the 
news burst like an avalanche. State after 
States fell to Ronald Reagan in a relent¬ 
less sweep. Hours before the voting was 
completed, a visibly shaken President ap¬ 
peared before the television camera and, 
in a sad but generous statement, conceded 
wctory to his adversary and congratulated 
(Nth on his remarkable performance. The 
unfolding drama of that evening was un¬ 
forgettable. Ronald Reagan won a spec¬ 
tacular victory that dumbfounded all 
pollsters and forecasters. Its after-effects 
are still reverberating through the nation. 


What caused this dramatic turn of 
events ? What kind of presidency is Mr 
Reagan going to establish ? And what 
changes are likely to follow ? These and 
related questions arc being debated by an 
agitated public, a debate that is bound to 
continue at least until the new President 
Informally inaugurated. 

How lopsided has been the Republican 
victory can be gauged from a few broad 
facts. Altogether, there are 538 electoral 
votes, and the number needed to win is 
270: Mr Reagan won 489, Mr Carter 49, 
Mr Anderson none. Of the 50 States, no 
less than 44—including all the large indus¬ 
trial States—went to Reagan while Carter 
won only six plus the District of Colum¬ 
bia. Of the total popular votes cast, 
Reagan won 51 percent against Carter’s 
41 per cent 

^^11 this presents a striking contrast 
Jpwhat happened in the 1976 presiden¬ 


tial election. In that year Jimmy Carter 
won 297 electoral votes, or 55 per cent 
of the total; the incumbent President 
Gerald Ford’s winnings were quite respec¬ 
table—240 or 45 per cent. Mr Carter 
carried 21 States, most of which were con¬ 
centrated in the South, while Mr Ford 
won all the Western States along with a 
goodly number in Midwest and Northeast. 
The popular vote count gave Mr Carter 
a slim majority—40.83 million (50.1 per 
cent) against Mr Ford’s 39.15 million 
(48 per cent). 

Even more surprising than Mr Reagan's 
own victory are the gains the GOP made 
in the Congress. Of the 24 seats held by 
Democrats and thrown open to contest, 
it carried as many as 11, thereby winning 
control of the US Senate for the first time 
in 26 years with a majority of 51:47. It 
also made significant inroads into the 
House and has enhanced its strength with 
33 additional seats, thereby reducing the 
Democratic majority to 242:194. Finally, 
of the 13 States governorships that were at 
stake the GOP managed to take four from 
the Democrats, which has narrowed 
their majority from 31:19 to 27:23. It 
has also greatly improved its position in 
the State legislatures, winning a total of 
588 seats. 

These figures highlight the extent of the 
Republican sweep. Indeed, they look all 
the more impressive when it is recalled 
that the GOP has long been the minority 
party, outnumbered by Democrats roughly 
in a 2:1 ratio. They all add up to a major 
political upheaval, the like of which the 
nation has not experienced since Franklin 
Roosevelt overwhelmed his Republican 
rival, President Herbert Hoover, in a land¬ 
slide victory in 1932. The Reagan sweep 
has been possible only because the grand 
coalition the Democrats had built up— 


Sudhlr San 

New York 

V ictory 

especially with labour, catholics, jews, and 
blacks—collapsed this time. In many 
places they defected enmasse and voted 
for Reagan, or remained neutral and 
decided to stay at home. 

In a post-election editorial, The New 
York Times has argued that “Mr. Carter 
lost the election even more than Mr Rea¬ 
gan won it,” May be so, but even then 
the question remains why, as the incum¬ 
bent President of the majority party, he 
lost it on such a staggering scale. The 
post-mortem on this intriguing issue will 
no doubt engage the analytical genius of 
a galaxy of experts for a long time to 
come. Yet, the main reasons are clear 
enough even now. 

October Surprise 

By far the biggest liability of Mr Carter 
in his rcelection effort was the economy— 
with high unemployment, severe inflation 
soaring interest and mortgage rates, a 
slimmed-down dollar. His campaign stra¬ 
tegy was therefore designed shrewdly— 
and rather cynically—to defuse the eco¬ 
nomic issue as far as possible and, instead, 
to make Ronald Reagan—with his values, 
his attitudes, and what was labelled as his 
simplistic approach to complex problems 
—the centra* issue of the campaign; and 
to cap it with a last-moment “October 
surprise” in the foreign policy field. In 
particular by bringing back home the 
American hostages from Iran amidst a 
surge of patriotism that would erase 
all other worries off the voters’ minds. 

For a while the strategy seemed to 
work very nicely. Thanks to the concer¬ 
ted efforts made on several fronts, by the 
faithfuls, including some timely tamper¬ 
ing with the price index which Mr Reagan 
promptly labelled as “Jimmying with sta¬ 
tistics” the economy did look better. 
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« Some senior aides, and later Mr Carter 
himself, declared that the recession was 
over and a recovery was well under way. 
With this he successfully stole some of 
Reagan's thunder on the economic >ont. 
Simultaneously, he launched a series of 
strident attacks, characterising him as 
racist, antisocial, and a warmonger. A 
Reagan presidency, he went on asserting 
as he campaigned across the country, 
would pack the Supreme Court with justi¬ 
ces callous about the rights of blacks and 
of women, dismantle social security and 
mutilate othci people-oriented program¬ 
mes, pour countless billions into defence, 
unleash a new arms race with the Soviet 
Union, and jeopardise peace by impetu¬ 
ous military intcivention abroad It was 
a smear campaign piofessonally designed 
and vigorously pursued, since it alone 
seemed to hold out the promise of victory. 

The Reagan camp reacted angrily and 
cried out “four*. The media, almost in 
a chorus, called the campaign “mean”. 
Mr Carter's image of a “decent guy”, 
which had somehow survived all the vicis¬ 
situdes of fortune and remained his most 
valuable asset, was tarnished His low- 
road tactics backfired, yet, on balance, 
they seemed to work The public was 
duly scared, and it became more and 
more apprehensive about Reagan, parti¬ 
cularly on the vital issue of war and peace. 
The substantial lead Mr Reagan had pre¬ 
viously enjo>cd evapoiated rapidly. The 
two candidates seemed to run neck and 
neck 

Major Miscalculation 

At this point Mr Carter made a major 
miscalculation t arlier, he had refused to 
debate Senator Kenned> on the plea that 
he was too busy m the White House at¬ 
tending to the hostage question. Later, he 
challenged Reagan to a one on-one debate 
that is, without John Anderson whom he 
persistently treated as a non-c indidate 
Mr Reagan s reactions, at least on the 
surface, were mixed. At first he balked, 
then showed some hesitation which may 
well have been feigned, and in the end 
agreed The debate took place on Octo¬ 
ber 28 in Cleveland, Ohio, just a week 
befoie the election, and was televised 
nationally. It became a decisive turning 
point in what was till then an extraordi¬ 
narily tight race 


For, the so-called debate was little 
more than a media event, a half-veiled 
competition in image projection. This 
was preeminently Reagan’s turf as a sea¬ 
soned television performer he had no 
trouble holding his own and giving a 
flawless account of himself. And as a 
tense and grim-looking President, flaunt¬ 
ing his mastery over facts and figures, 
attacked his adversary on several counts, 
using such epithets as simplistic, superfi¬ 
cial, naive, war-prone and dangerous, a 
relaxed and smiling Reagan, almost with 
a divine show of patience, sought to cor¬ 
rect the distortions about himself, cited 
facts from his own record as a two-term 
Governor of California, the largest State 
of the nation, underscored his profound 
concern for a strong and secure America, 
for a robust economy, and for a peace¬ 
ful world. In refuting Carter’s charges 
with genial gestures and some affable 
words he was, in fact, performing before 
a national audience of an estimated 90 
million people, trying above all to reas¬ 
sure them about himself, to disarm them 
as it were with personal charm. 

Turning Point 

And the result? Whatever ground 
Jimmy Carter had gained through a long 
and unedifying cumpaign and at a high 
cost in terms of personal reputation and 
integrity, he lost that evening in a 90- 
minute television show. The viewers saw 
in Reagan not a racist, nor a warmonger 
or a rabid right-winger he was supposed to 
be, but a responsible leader of considerable 
experience, with pleasant manners and a 
pleasing personality, albeit a man with 
strongly-held views on several subjects, 
but also a man of convictions with 
genuine concern for the nation’s futuie. 
By contrast, Mr Carter’s attacks looked 
too personal, also distorted, misplaced, 
and therefore unfair. 

From that evening the momentum 
began to swing back to Mr Reagan, and 
the high percentage of till-then undecided 
voters started to tilt in his direction. 
Sensing that his victory was in the offing, 
he stepped up his attacks on Carter's 
leadership as reflected in his poor econo¬ 
mic record. The task had been made 
easy for him by Senator Kennedy, inde¬ 
pendent candidate John Anderson, and 


others, all of whom had rail down the 
Carter Presidency as “incoherent and 
incompetent”. ^ 

As the campaign entered the home¬ 
stretch, Ronald Reagan continued his 
hard-hitting style, flooding the country 
with a lethal refrain: “Are you better off 
today than you were four years ago? 
Do you feel more secure now than you 
did four years ago? Are you now more 
respected abroad than you were four 
years ago”? With this the table was 
turned on Carter—on his own perfor¬ 
mance and leadership. In the cunning 
game of electoral politics Mr Carter^ 
despite the might of incumbency, fouiuQ 
himself outfoxed and outmanoeuvred. 

The Final Act 

There remained one final act to be 
played out in this sensational drama. 
Frantic efforts were made behind the 
scenes to secuie the telease of the hos¬ 
tages from Iran. For several days prior 
to the elections success seemed trantaliz- 
ingly close; provisional arrangements 
were made for receiving them on return, 
including a medical checkup; expecta^ 
tions built up rapidly despite official 
attempts to build them down. But the 
negotiations with Iran ran into insur¬ 
mountable snags. The much-talked-of 
pre-election surprise did not occur: 
instead, it left the public in a limbo. 
Coming in the wake of high hopes, the 
letdown could not but make a negative 
impact. Worse still, the clcction-day— 
the fourth of November — coincided 
exactly with the anniversary of the 
hostage-taking. And so the television 
channels got busy vividly reviewing the 
year-long tragedy at great length, therfSj 
by reminding the voters of the series or 
frustrations and humiliations the nation 
had suffered. This was like rubbing a raw 
psychological wound. The image of a 
superpower projected on election-eve as 
what Richard Nixon once called “a 
pitiful, helpless giant” further damaged 
the incumbent's prospects. 

What has been said above deals, how¬ 
ever, only uith the immediate causes of 
Mr Carter's defeat. Its real causes are 
more fundamental and go back to the 
very beginning of his presidency. Fo**r 
years ago, soon after his election, his 
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" v 0t ''advice.' ‘eedhOBmie mess that has accumulated in 

recent years? Or, will it, in the process 
of liquidating it, create a mess of its own, 
swapping old problems for new ones? 
Things are still very much in a state of 
Sox, and no firm answers can be offered 
at this stage. However, there are some 
hard facts, also a few significant straws 
in the wind, which could serve as a 
fairly sound basis for making a reason¬ 
able prognosis. This will be attempted 
in my next article. 


' Many a president had come to grief, — 
Held the President-elect, because of 
^attempts to tackle the “substance” of 
problems; wisdom lay in dealing only 
with their “appearance”. It was, in 
essence, an advice to handle problems 
only cosmetically or, to put it more 
bluntly, to practise dissemblance , What 
could be more impudent, impertinent, 
and dangerous than such an idea, com¬ 
ing especially from a close presidential 
confidant? The amazing thing is that 
vCteddell was neither chastised nor re- 
adiated. Instead, to all intents and 
rposes, Mr Carter accepted it and put 
it to practice. 

This explains why he could declare 
“a moral equivalent of war” on the 
energy problem and then do virtually 
nothing about it for eighteen months; 
why, in summer 1979, when an alarm¬ 
ingly low rating in his popularity poll 
impelled him to demonstrate the quality 
of bold leadership, he came out abruptly 
with a new energy plan and took a preci¬ 
pitous plunge into 888-billion synfuel 
((programme; why, to take one more 
example, he produced seven economic 
plans in threc-and-half years chasing 
futilely a runaway inflation. 

Cosmetic Presidency 

A consensus has been building for 
some time that Mr Carter’s has been a 
“failed presidency”. Few, however, 
realize that failure was built into it the 
day he embraced Caddell’s philosophy of 
addressing not the substance, but the 
appearance of problems. Or, is it pos¬ 
sible that the shrewd pollster had accu¬ 
rately “polled” his master’s mind and 
tailored bis advice accordingly? In any 
case, Mr Carter introduced something 
uniquely anomalous in American history: 
an essentially Cosmetic Presidency . This 
is of course a contradiction in terms. 
For, under the American Constitution the 
President is the Chief Executive of the 
nation. The Fourth of November, 1980 
was for him the day of reckoning. Des¬ 
pite frantic efforts, he could not escape 
from it. The record he had established 
caught up with him and spelled defeat. 

P How will the Reagan Presidency shape 


production df oil (wiffi 
620-645 million tonnes, production f>f 
natural gas—600-640 billion cubic; 
while the output of finished rolled 



USSR: Guidelines 
for 1981-85 Plan 


Draft “Guidelines for the Economic 
and Social Development of the USSR for 
1981-1985 and the period to 1990” have 
been published recently. Taking stock of 
the development during the five years to 
1980, the document containing the guide¬ 
lines claims that during this period the 
national income went up by 400 billion 
roubles over the previous five-year period, 
industrial output increased by 717 billion, 
while agricultural output grew by 50 
billion roubles. Four-fifths of the na¬ 
tional income was used directly for con¬ 
sumption by population and for housing 
and socio-cultural construction. The real 
per capita income of Soviet citizens in¬ 
creased by 17 per cent. The public con¬ 
sumption funds, which make it possible 
to assure for the people free-of-charge 
education, medical care and social secu¬ 
rity amounted to 527 billion roubles. 
More than 50 million citizens improved 
their housing conditions. 

“On the whole, the results of the past 
quinquennial” the document says, “show 
that the Soviet Union has made headway 
in all the fields of economic and social 
development.” The tenth five-year period 
will foster the development further. 

For the coming five-year period (1981- 
1985), the draft provides for increasing 
industrial output by 26-27 per cent, rais¬ 
ing labour productivity in industry by 23- 
25 per cent. Among others, the output 
of electric energy in 1985 is to amount 


will reach 117-120 million tonnes. 

In the coming four years, it is aliqj 
planned to increase the output of agri$ 
cultural produce by 12-14 per cent att^' 
to bring the average annual production 
of grain up to 238-243 million tonnes, 
raw cotton upto 9.2-9.3 million tonnes, of 
meat (slaughter weight) upto 17-17.5 mil* 
lion tonnes, and of milk upto 97-9? 
million tonnes. The document provide* 
for faster rates of the development of 
production of consumer goods. 

It is planned to increase during the five- 
year period the real per capita income by 
J6-18 per cent, and the public consump¬ 
tion funds by 20 per cent. It is as well 
planned to commission new apartment 
houses with the total capacity of 530-540 
million square metres. The document 
provides for a further development of the 
system of people’s education, health care, 
rest and tourism, physical culture and 
sports. 


Foreign Relations 

The section of tiie ‘Guidelines” devoted 
to the development of foreign economic 
relations says that the Soviet Union will 
carry out a further expansion of foreign 
trade, its economic and scientific and 
technological cooperation with foreign 
countries, above all with the CMEA mem¬ 
ber-countries. 

“It is proposed,” the draft says, “to 
continue to develop, on a long-term and 
equal basis, a mutually advantageous 
exchange of goods, comprehensive econo-* 
mic, scientific and technological as well 
as other ties of the Soviet Union with 
the developing countries, to continue to 
give the c countries economic and techni- ? 
cal assistance in the construction of in- 
dustrial enterprises, energy, power gene- 7 
rating, agricultural and other project* 
contributing to the strengthening of their, 
economic and political independence.” 

The Soviet Union, the document says, 
will actively participate in tackling inter- 
national problems in the field of raw 
materials, fuel and energy* fooJ, protec¬ 
tion of environment, peaceful exploration 
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l^lpace, use of Ifae resources of me 
’World ocean and in improving the inter- 
; national economic relations on a just and 
equitable basis. 


Cuts in UK Public 
Spending Programmes 


Substantial cuts in some British public 
spending programmes for next year to 
mitigate the effects of higher spending in 
others and revenue losses caused by a 
sharper and deeper economic recession 
than was expected at the time of the 
last budget have been announced by the 
Chancellor of the Exchequer, Sir Geoffrey 
Howe. 

The measures have been announced 
against a public deficit or “borrowing re¬ 
quirement" now expected to reach £11$ 
billion in 1980-81, or £3 billion more 
than forecast. This is after allowing for 
the effect of the refunds from European 
Community negotiated last May, which 
could not be taken into account in the 
previous spending plans. 

Included in the Chancellor's statement 
to the House of Commons was the anno¬ 
uncement of a two per cent cut, to 14 
per cent, in the Bank of England's dis¬ 
count rate (MLR). At the same time, 
he showed his continuing concern with 
improving Britain's present system of 
monetary control by outlining a number 
of technical measures designed to give 
market factors a greater part in deter¬ 
mining short-term interest rates at the 
expense of Government-determined MLR 
changes which may, in the not distant 
future, cease to be publicly announced. 

The redistribution of public spending 
next year involves increases in spending 
to alleviate unemployment-including 
outlays on unemployment benefit whose 
amount is determined by the level of un¬ 
employment. There is also extra money 
to support the state-owned corporations. 
For 1981-82 an additional £620 million 
(at last year's prices) has been allocated, 
after taking account of some £750 million 
in economies that the industries will be 
required to make. This does not make 
provision for the needs of the biggest 


slate-owned toss-maker, namely British - saidto * 

Steel, whose needs are not yet known. 


On the opposite side of the account is 
set a £200 million reduction in planned 
spending on defence, which will grow by 
only 2.5 per cent next year and the year 
after, compared with three per cent this 
year, and a three per cent cut in local 
authority spending compared with plann¬ 
ed spending this year, in place of the 
two per cent cut announced early last 
August. The Central Government’s con¬ 
tribution to local authority spending will 
assume an increase of only six per cent 
in the earnings of local Government em¬ 
ployees and an increase in prices other 
than pay of 11 per cent, between this 
financial year and 1981-82. This reflects 
the Government’s decision to bear down 
particularly sharply on the rate of growth 
of costs—especially public service pay. 

Sir Geoffry Howe has also explained 
that pay increases may differ from earn¬ 
ings increase because numbers employed 
might change. He has undertaken lo 
put an end to the device of delaying or 
‘Maging" pay awards to Government em¬ 
ploye in order to evade the cash limit 
control and to impose a similar discipline 
c n other public-sector employers. All in 
all, cuts in Central Government spending 
programmes for next year just announced 
aie in excess of £1 billion. 

Drop in GDP 

Simultaneously with the public spend¬ 
ing and monetary changes, the British 
Government has also published its re¬ 
gular half-yearly economic projection, 
this time covering the period to the end 
of 1981. This envisages a 1.5 per cent 
drop in total gross domestic product in 
1981 compared with 1980, following the 
three per cent drop now expected for 
1980. Manufacturing output will be 
four per cent down in 1981 after dropping 
10 per cent this year. Export volume is 
expected to fall by three per cent in 1981 
with imports showing little change. A 
£2 billion surplus on both external visible 
trade and invisibles together is projected 
both for 1980 and 1981. 

In the money economy, an 11 per cent 
rise in retail prices is tentatively forecast 
between the end of this year and the 
end of 1981, but single-figure inflation is 


of error. Money expansion in 1981 will 
be at the centre of the 6-10 per cent 
range in 1981-82, having “come back^ 
towards the top of the present 7-11 per 
cent range when the present target period 
ends in April, 1981. 


Higher Yield Only Way 


The problem of world hunger is likely 
to become worse unless something is 
done to increase yields. This was the 
conclusion reached by the 16th Asia 
Pacific Food Production Conference held 
in New Delhi last week. 

Dr M.S. Swaminathan, member of th? 
Planning Commission (of India) was of 
the view that it is essential to adopt com¬ 
prehensive systems of farm management 
to make the best use of all available tech¬ 
nology. He cited some key predictions 
from the recently published Global 2,000 
Report by the Council on Environmental 
Quality and said that agriculture appeard 
to face some critical problems which 
would challenge efforts to increase food 
output in the years ahead. f 

The^conferencc, which was sponsored by* 
the International Minerals and Chemical? 
Corporation, was the 16th of a series and 
the second such to be held in India. The 
1MCC is the world’s largest producer of 
rock phosphate and has conducted meet¬ 
ings in Latin America, North America and 
Europe as part of its progamme to encou¬ 
rage higher fertilizer use in agriculture. 

There can be no denying that unless 
productivity in world agriculture shows 
a dramatic improvement the rate 
of growth of population will continue 
to be ahead of rate of growth ^ 
food production. Apart from various 
traditional means such as consolidation 
of land holdings, better irrigation facili¬ 
ties and a certain degree of re-distribution 
of land, the most important factor will be 
the technological one. This entails adop¬ 
tion of better seeds and utilisation of a 
larger amount of fertiliser. 

It is a matter of some interest that the 
IMCC since stalling these conferences 
has increased its turnover from 8300 
million to nearly $900 million. Here at 
least is a case of what is good for busi¬ 
ness is good for every body else too. * 
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Textile Machinery Development 

Suresh Mehta and the Third Wor 



India, beeeua* of Ito tens oxporloneo In textile induetty and having petition because of the multiplicity d*, 
built a hug* Industry, la now In a position to produeo and export simultaneous developments. \ ^ 

Intarnationalty reputed machinery. It la tharoforo incumbent on It to coupled with the fact that the textile 

introduce the latest development* In textile machinery which would mac hinery production capacity thtf 

oatof for tho nood* of the Thsrst HhtoM countries. world over is in excess of the demand. 


The subject of the latest developments in 
I textile machinery is most interesting. Its 
importance to the Third World countries 
is not to be judged only in terms of the 
increase in demand of textiles in these 
countries, whether because of increase in 
population or improvement in standard 
of living. It is also to be judged from 
the point of view of changes in the life 
pattern and life style or the people, 
the need of improved marketing and the 
existence of keen competition within and 
outside to sell the end-product, whether 
n it be textile or textiles engineering goods. 

In the Third World countries too, with 
the changing pattern of society And 
values, there is relevance also of the 
newly recognised parameters, such as (a) 
quality of life, (b) environmental attitudes 
and (c) transmigration from rural areas 
to urban areas and from urban areas to 
suburban areas. All these are affecting the 
development of both textiles and textile 
machinery industry in the Third World 
countries a$ they do in the developed 
countries. 

t In addition, we have to look at 
* the subject relevant to the industrial eco¬ 
nomy of a particular developing coun¬ 
try. For example, India, in spite of its 
more than 100 years of textile industry, 
still needs massive rehabilitation and 
modernisation programmes, which require 
financing of staggering dimensions. India 
has the manpower, long years of experience 
with textile industry, textile research insti¬ 
tutes of repute, engineering colleges, etc. 
However, does there exist adequate co¬ 
ordination between the textile industry 
and the textile machinery industry or bet* 
‘■ween the textile institutes and the engi¬ 


neering colleges and research institutes ? 
Are constructive and coordinated joint 
programmes to induct latest developments 
absolutely relevant to our needs, being 
really undertaken ? On the other hand, 
the textile industry and the textile 
machinery industry are closely linked 
together for each other's survival. 

Food, clothing and shelter are the three 
basic needs of all people. Textile indus¬ 
try is the first industry which any deve¬ 
loping country likes to and tries to esta¬ 
blish and set up when it decides to indus¬ 
trialise. As a corollary, textile industry 
is the first industry to fall sick and is 
always in need of rehabilitation. This is 
true of India too, whose textile industry 
being the second largest in ,the world and 
more that 100 years old, has constantly 
needed concerted rehabilitation and mo¬ 
dernisation programmes. Therefore, with 
regard to the application of the latest 
developments, the means of financing be¬ 
comes the most important issue. 

The rate of obsolesence and the induc¬ 
tion of new technology in the case of 
the textile industry is faster compa¬ 
red to any other industry in any mechani¬ 
cal field. In no other industry, except 
for the electronic industry, developments 
take place of such magnitude and with 
such rapidity. The number of patents 
being registered, if that be the criteria, 
clearly indicates not only the extent of 
development taking place, but the extent 
of competition that exists amongst the 
manufacturers of textile machinery. In 
other words, the economic advantage to 
be gained from tbe commercial exploita¬ 
tion of patents, is sqbjeet to severe com- 


there is all the more fierce competition 
amongst manufacturers The world 
trade in textile macbineiy which had rea¬ 
ched a figuie of almost S 4 billion (11$) 
about 7 or 8 years ago and the fact that 
it has since not been matched, in spite of 
the fact that the prices of machinery duttt 
ingthe intervening period have risen more 
than 50 per cent, speaks for itself. 

New Developments 

Finally, the fact remains that the textile 
machinery production is concentrated lar¬ 
gely in the developed countries. Nov 
developments and research made by do-’ 1 
veloped countries ye mainly directed 
towards meeting their own problemsj, 
namely, mitigating the shortage of labottt.' 
and manpower cost that they have, fiber 
new so-called sophisticated development* 
in the textile machinery industry have 4 
sometimes veiy little relevance to thr 
existing conditions of the Third World ( 
countries. 

For example, developments such to 1 ] 
automatic doffing and automatic piecing, 1 
have absolutely no meaning or relo- ^ 
vance to countries where gainful employ- \ 
most is the most important criterion. Also, 
more often than not, machines incorpor- i 
ating new technologies arc very specie- 1 
lised in character and do not provid*^ 
for flexibility of opciation, which is es-lS 
sential for most developing countriek. i 1 
Severe limitations and restrictions there* | 
fore, in the working of machines witty 1 ] 
# new technologies coupled with veryjd 
specialised and proprietory native of I 
spare parts not easily available no#* f 
easily manufactured, consequent difficulty > 
in maintenance and servicing and above ' 
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limited and restrictive natttrd of 
deters under which the machine* 
action, are factors which must be taken 
Into account by the textile industries of 
1'lhe developing countries, when ordering 
machines of new technologies* 


Let me not be misunderstood when 1 
talk about machinery with the latest and 
most sophisticated developments, that 
may not be suitable to the Third World 
Countries, Those sophisticated develop* 
meats, which lead to improvement m 
performance, better quality etc., must be 
1 Incorporated by the textile industries of 
the developing countries as well. For 
example, in my opinion, machinery and 
equipment that produces absolutely fault- 
free fabrics or slub-ftcc or knot-free yarn 
is per international standards and ma¬ 
chines for producing wider width and in¬ 
dustrial fabrics and processing machinery 
giving better finish, including in dyeing 
and printing is a must 


Flexibility of Operation 

Wheieas, Western countries are 
becoming more and more specialised 
industrial societies,the developing coun- 
- tries need flexibility of operation. These 
two conflicting parameters are often 
lought to be met just by a compromise 
of omitting certain sophisticated labour 
saving aggregates from the machines 
developed basically to suit the needs of 
highly industrialised nations. Consequ¬ 
ently, the developing countries have 
to bear and pay for high cost of research 
and development incurred by the machi¬ 
nery makers of the developed countries. 
Apart from the cost of machines, much 
more important and relevant factor, often 
forgotten and not adequately taken into 
account while procuring machines with 
the latest technologies is the price of 
spare parts In this context, the absence 
and lack of standardisation of spare parts 
becomes a major pioblem for the deve¬ 
loping countries. 

It needs to be realised fact that the major 
market for textiles in the next decade 
and two, is going to be the Third World 
countries and it is only by gearing up 
our research and development in textile 
machinery to meet the specialised needs 
of developing countries that the machi¬ 
nery manufacturers would be able to 
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uMliw more HOfy fo* huge Me 
they have built up in textile machinery works out to be much mote expensive, 


manufacture and thus avoid disastrous 
consequences of closure. It must be re¬ 
alised that the developed countries 
have after all reached the peak of their 
economic development and that for the 
future, with the standard of living already 
so high, textiles can only be a shrinking 
market. 

The textile industry can be acquired re¬ 
latively quickly by a Third World coun¬ 
try. However, the textile engineering in¬ 
dustry is not so easy to come by and is 
generally very weak in these countries. 
India is of course like Brazil an exception, 
since it produces almost all the machines 
it needs because of the vast size of its 
textile industry. The textile machinery 
production needs a large textile industry 
and a strong engineering base and these 
being absent generally, the Third World 
countries have great difficulty in machi¬ 
nery maintenance, spare parts procure¬ 
ment, inventory regulation, maintaining 
proper settings and operating control eq¬ 
uipment. These are the problems that 
textile industries of Third World countries 
have to face, which result in extremely 
low productivity. 

Wrong Invosfmont 

In the name of most advanced tech¬ 
nology, wrong investments are made by 
the Third World countries; investments 
which never can pay off. Many mills in 
Indonesia, Singapore and the Philippines 
have had to virtually dose down because 
of wrong investments in the most advanc¬ 
ed machinery and equipment. Without 
creating a sound engineering and main¬ 
tenance base to service the sophisticated 
machinery and building up an adequate 
management structure, to obtain conti¬ 
nuous production at optimum efficiencies 
is not possible. 

The Third World countries are also 
swayed and enticed by offers of 
extremely soft credits that are politically 
motivated or instituted to bale out the 
machinery makers of a particular country. 
The developing countries are made to 
feel that they arq, getting machines for 
almost nothing, but the truth is that 
more often, foe price that you have to 


Many TblrdjWorld countries have start¬ 
ed setting up textile industry as a chan¬ 
nel for providing employment to all sorts 
of people, rather than meeting foe doth- 
thing needs and manufacturing yam and 
fabrics in a most efficient and cheap 
manner. This results in a large compli¬ 
ments of unproductive labour. Of course, 
employments, as mentioned earlier is 
very important. But it is the productive 
labour force that is required to be creat¬ 
ed. In a spinning mill of 15,000 spind¬ 
les established just two years ago in one 
of the Asian countries, there is so to say 
an army of 65 security personnel and 128 
civil construction workmen, who have 
long completed their work but are still 
continuing on the pay roll. 

Weak Management 

Above all, in Third World countries, as 
stated above, foe management infrastruc¬ 
ture is very weak and many of foe quali¬ 
fied technicians work in a most frustrated 
and disappointed manner faced as they 
are with bottlenecks at every step creat¬ 
ed by bureaucratic management. Tech¬ 
nical and managerial people are not given 
five hand at all and lot of red tapism in 
administrative working exists. Generally, 
the morale of technically qualified exe¬ 
cutives is very low. On the other hand, 
these countries do have some very excel¬ 
lent technical people, who can and will 
do much better in a working set-up 
more conducive to better management. 
This is an age of technocrats and pro¬ 
fessionals, who deserve to be given free 
hand to take decisions purely on techno- 
economic considerations. If this is not 
done, the country experiences brain-drain 
and technical manpower goto the deve¬ 
loped countries. 

Rehabilitation of textile industry in the 
Third World countries should, therefore, 
begin with the restructuring of management 
and administration. Technologically 
strong management with powerful engine¬ 
ering base should be brought in as the 
very first step. Executives upto the super¬ 
visory levels must be rewarded suitably as 
and when need arises. 

As far as the actual rehabilitation of 
machinery and equipment is concerned, 
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_ 0ir' priorities should be Assigned in » 
phased manner, consistent with total in* 
vestment needs and keeping in mind 
considerations of cost of financing and 
payback period for financing, as well as 
increased cash-inflow. No investment. 
Which does not pay itself back in 2 or 3 
years, should be resorted to by a Third 
World country, except for rare instances 
where quality and performance improve¬ 
ments are dependent upon such invest¬ 
ments. Therefore, the accent must not 


'^'wiLtende replacement by a*, 
chinery, but modernisation and rehabili¬ 
tation by partial change-over and replace¬ 
ment by parts. This is very important, 
particularly in spinning, What needs to 
be stressed is that proper priorities must 
be set when undertaking a modernisation 
programme. 

Lastly, developing countries of the 
Third World must cooperate more 
amongst themselves and exchange ex¬ 
periences India, because of its long ex- 
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built up a huge textile macMntty 
dustry, some of the machines 
being internationally of high repute, 
abetter position to extend help to 
developing countries by way of provii 
appropriate textile technology with 
engineering base, as suited to the 
of that country. It is to the advattl 
of other Third World countries thereft 7 r 
to make use of India’s capabilities 
mutually acceptable basis. / 


Propriety Audit in Public Sector Companies 


Sunil Kumar Kumbhat 


The author who is associated with a firm of Chartorod Accountants 
analysss tha rola of propriety audit in public sector companies. 
Propriety audit, he says, Is needed to check extravagance, loss 
or Infructuous expenditure and observes whether there has been 
economy and efficiency. 


Propriety audit is implicit in the scope 
of audit conducted by the Comptroller 
and Auditor-General of India, whether 
of the Government departmental accounts 
or the accounts of public sector com¬ 
panies. However, the basic audit of the 
accounts of public sector companies is 
conducted by chartered accountants who 
are professional, independent auditors, 
under the provisions of Section 619 of 
the Companies Act. The chartered ac¬ 
countants, for the audit of public sector 
companies, are appointed by the Central 
Government on the advice of the Com- 
trailer and Auditor-General of India. 
Under Section 6!9(3)(a) of the Com¬ 
panies Act, the Comptroller and Auditor- 
General of India enjoys the power to 
direct the manner in which a public 
sector company’s accounts shall be 
audited by the chartered accountant 
appointed for the purpose and to give 
him instructions in regard to any matter 
relating to the performance of his func¬ 
tions as such. Apart from this profes¬ 
sional audit, the Comptroller and 
Auditor General himself is empowered 
to undertake test audits of the public 
sector companies. This is essentially an 
cfficiency-cum-propriety audit. Public 
sector companies are substantially ope¬ 
rated by public moneys obtained from 
the Government and, therefore, their 
public accountability is strict. Their per¬ 
formance is under constant public vigil 
and is subject to the scrutiny of the 


Parliamentary Committee on Public 
Undertaking and Parliament itself. 

Keeping in view the above background, 
we may analyse the role of propriety audit 
in public sector companies. Propriety audit 
stands for audit against extravagance, loss 
or infructuous expenditure. The tests are: 
economy, efficiency and faithfulness. 

The professional audit of the accounts 
of the public sector companies is carried 
out with a view to ascertaining whether 
the statements of account are true and 
fair and whether they are drawn up in 


book entries are not prejudicial to th* 
interests of the company. 

(Clause (b) of Section 227 (l-A) 

(lii) Whether so much of the assets of 
the company as consists of shares, de* 
bentures and other securities have been 
sold at a price less than that at which 
they were pruchascd by the company. 

(Clause (c) of Section 227 (J-A) 

(iv) Whether loans and advances made 
by the company hive been shown as do* 
posits. 

(Clause (d) of Section 227 (l-A) 

(v) Whether personal expenses havqf 
been charged to revenue account. 

(Clause (ejf of Section 227 (l-A) 

(vi) Whether cash has actually been 
received in respect of such allotment, and 


accordance with the requirements of the if no cash has actually been so rcccivod, 
Companies Act in this regard. In the mid- whether the position as stated in thin 
sixties, the scope of audit in its conven- account books and the balance-sheet is 
tional sense was extended to looking into 
propriety aspects of some selected types 
of transactions. The requirement in this 
regard, though not clearly spelt out as 
audit of propriety, in effect, at least m 
some cases, has the character of propriety 
audit. Sub-section (IA) was added to 
Section 227 of the Companies Act in 
1965. The section specifies following 
matters which are required to be looked 
into by a company auditor: 

(i) Whether loans and advances made 
by the company on the basis of security 
have been properly secured and whether 
the terms on which they have been made 

are not prejudicial to the interests of the 4 conditions of such loans are prima 
company or its members. prejudicial to the interests of the com* 

(Clause (a) of Section 227 (l-A) pany. [Para 4(A) (iv) of Section 227 (4A)1 

(ii) Whether transactions of the com- (ii) Whether the parties to whom the 
pany which are represented merely by loans or advances in the nature of loans 


as 

account books and the balance-sheet 
correct, regular and not misleading. 

(Clause (f) of Section 227 (J-A) 
Apart from the above, the Manuffco* 
turing and Other Companies (Auditor 1 * 
Report) Older, 1975 t issued under Section 
227 (4A) of the Companies Act C0U* 
tains some lcporting requirements based 
on a consideration of piopricty, in the 
following matters: 

(0 If the company has taken any loant^ 
secured or unsecured, from companies 
firms or other parties listed in the regito 
ters maintained under Sections 301 aftdf 
370 (lc) of the Companies Act, whethtid' 
the rate of interest and the terms aw 
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ing the principle „ amounts as stipu- 
and are also regular ta the payment 
interest and if not, whether reasonable 
bps have been taken by the company for 
fthe recovery of the principle and interest, 
| {Para 4(A) (v) of Section 227 (4A)] 

I'' (iii) Whether any stores, raw materials 
or components exceeding Rs 10,000 in 
lvalue for each type thereof are purchased 
|4urtng the year from the subsidiaries 

P i or companies or other parties in 
h directors are interested, whether 
ppe prices paid for such items are reason- 
Ppble as compared to the prices of the 
piinilar items supplied by the other parties. 
4’" [(Para 4 (A) (vii) of Sect. 227 (4A)] 

$/ f (iv) Whether the company is regular 
|jn depositing provident fund dues with 
ffthc appropriate authority* 

[Para. 4(A) (xiii) of Section 227 (4A)] 
The aforesaid matters which require a 
^propriety orientation in the professional 
f audit arc indeed applicable to public sec- 
/ tor companies also. However, the stand¬ 
ards of propriety generally followed by 
f the Comptroller and Auditor-General are 
more rigid. They have been applied in 
/ the case of public sector companies. 


Comptroller and Auditor-General, to the 
professional auditors under Section 619 
(3)(a) of the Companies Act* The direc¬ 
tions are in the form of a questionnaire 
and the professional auditor is to submit 
his replies to the Comptroller and Audi¬ 
tor-General generally within two months 
from the submission of his audit report. 
The replies of the professional auditor 
are, however, not to be published and 
they are meant for the use of the Com¬ 
ptroller and Auditor-General. 

Public sector companies may also be 
subject to cost audit under Section 
233(B) of the Companies Act Under 
the Cost Audit Reports Rules, 1969, the 
cost auditor may report on cost records 
of the public sector company on the fol¬ 
lowing points : 

(i) Matters which appear to him to be 
clearly wrong in principle or apparently 
unjustifiable. 

(ii) Cases where the company's funds 
have been used in a negligent or ineffi- 
cent manner. 

(iii) Factors which could have been 
controlled but have not been* resulting 
in increase in the cost of production. 




propriety. As has been stilted earlk^ Hte 
supplementary or test audit of the Com¬ 
ptroller and Auditor-General on the ac- 
counts of Government companies is es¬ 
sentially a propriety audit. 

All these audits together are expected 
to achieve the following broad objectives; 

(i) The funds of the company should be 
utilised only to promote their objectives. 

(ii) No avenue is kept open to the 
officer to take financial benefit other than 
those covered by the terms of employ¬ 
ment. 

(iii) Every material action of the 
management should be capable of being 
justified on consideration of economy, 
efficiency, faithfulness and interest of the 
concerned company. 

(iv) Expenditure sanctioned and incurred 
is not to give direct or indirect advantage 
to the officers concerned. 

(v) Due care should be exercised be¬ 
fore committing or spending funds of the 
company. 

(vi) Wastages and avoidable losses are 
kept to the minimum. 

(vii) There should not occur leakage of 


NATIONAL ENGINEERING INDUSTRIES LIMITED 


JAIPUR 


Manufacturers of: 


BALL & ROLLER BEARINGS 
TAPERED ROLLER BEARINGS 
STEEL AND ALLOY STEEL CASTINGS 
STEEL BALLS AND 

AXLE BOXES FOR RAILWAY ROLLING STOCK 
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Foen$ on Indmtry 


Surplus Capacity in Scooters 


With the recent increase in the price of 
petrol the demand for scooters has stop¬ 
ped increasing and the long waiting list 
for Lambretta scooters has altogether 
vanished. The Scooter India Ltd also is 
finding it difficult to sell its scooters, es¬ 
pecially because the cost of production 
of scooters has also gone up and the 
scooter has gone beyond the reach of 
the middle income group of people. As a 
^consequence the Rajasthan Govern¬ 
ment has decided to hand over 
Arawali Swachalit Vahan, a subsidiary 
of the Rajasthan State Industrial 
Development and Investment Cor¬ 
poration (RICO) to Kelvinator India 
Limited. 

The unit was set up in 1976-77 to 
manufacture scooters but so far it incur¬ 
red a loss of Rs 1.47 crores. Mr 
Jagannath Pahadia, the Chief Minister 
Rajasthan, said it had a loan liability 
of Rs 4.47 crores, with the Industrial 
^Development Bank of India having 
invested Rs 1.42 crores and the Punjab 
National Bank Rs 46 lakhs. 

The Rajasthan Chief Minister said 
both the Government and RICO 
had invested Rs 60 lakhs in the 
unit in the form of shares which will now 
be given to Kelvinator at par. The 
Chief Minister added that since last 
year that the unit had been lying closed 
and the State Cabinet, which discussed 
the issue, was of the view that it would 
be better if it was handed over to Kelvi- 
jaator. 


The tentative target of capacity and 
production of scooters by the end of 
1982-83 for two wheelers is 400,000 nos. 
The capacity already approved and the 
capacity likely to materialise are adequate 
to take care of the anticipated require¬ 
ment of 3-wheeler auto rickshaws, 
scooters and mopeds for the next five 
years. The two wheeler manufacturers 
have also been permitted to diversify their 
production to any of these items. Thus 
a scooter manufacturer is free to develop 
and produce motor cycles or mop¬ 
eds. Similarly, the motor cycle and moped 
manufacturers also have such freedom. 
In view of this, no additional capacity in 
these lines of manufacture is likely to be 
developed. 

Scooters are being manufactured by six 
established units with a total licensed 
capacity of 276,OCO nos. Out of these, two 
units have recently gone into production. 

There are two units manufacturing 3- 
wheelers whose licensed capacity is 30,000 
nos. Their installed capacity is, how¬ 
ever 24,000 nos. per annum. The public 
sector unit namely M/s Scooter India 
Ltd,, Lucknow, had been licensed for 
manufacture of 30,000 three wheelers 
per annum. 

The production during the last four 
years for the above categories of vehicles 
is given in Table I. 

The total capacity covered by indus¬ 
trial licenses and letters of intent for the 
above categories of vehicles and the 
effective capacity likely to materialise in- 


Table 11 

Licences and Letters of Intent for Manufacture of Scooters 


Tame I 

Production of Scooters 


Year 

3-Wheelers 
Auto rickshaws 

Two wheeief 
Scooters 

1974-75 

12210 

88,356 

1975-76 

13,278 

112,550 

1976-77 

20,037 

156,852 

1977-78 

16,500 

172,000 

1978-79 

(estimated) 

l 7 ,400 

175,000 


elusive of the capacity of the existing 
units are given in Table if. 

Import of these categories of vehicles 
is negligible and is confined to certain 
types of specialised motor-cycles or proto¬ 
types. Even though motor cycles and 
mopeds manufacturers have not been able 
to make any substantial impact on export 
of their products so far, it may be stated 
that some of the proposals are specially 
approved with a view to generating exports 
and it is thus reasonable to expect that 
in the near future the exports of their 
products may also grow. Export of 3- 
wheelers, auto-rickshaws and scooters 
are also increasing. Ifi fact the scooters 
manufactured in the country are becoming 
increasingly popular in countries abroad. 
Export figures for these categories of 
vehicles are as given in Table III. 

Table III 
Export of Scooters 

(Rs in lakhs) 



Break-up of capacity 

3-wheeler 

Auto Rickshaws 

Two-wheeler 

Scooters 

(0 

Total licensed/registered capacity 
of units in production (including 
those which have gone in trial 
production) 

30,000 

372,000 

(ii) 

Additional capacity licensed/regis¬ 
tered/covered by letters of intent 

51,000 

197,000 


Total 

81,000 

569,000 

(iii) 

i_ 

Effective capacity likely to mate¬ 
rialise including capacity of units 
in production 

60,000 

468,000 


Year 

3-wheeler 

Auto Rickshaws 

Scooters 

1974-75 

29.28 

60.70 

1975-76 

107.63 

198.61 

1976-77 

166.89 

164.80 

1977-78 

J 88.75 

377.00 


The main raw materials required for 
this industry are mild steel sheets, alloy 
steel sections, steel tubes, aluminium and 
zinc. Part of the requirements of steel 
sheets and tubes arc met indigenously and 
the balance is permitted for import a$ 
per the policy from time to time. The 
import of components for these industries 
is negligible and is confined to only some 
critical items which are in short supply. 

—Hardev Singh 
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TATE OF THE 
ECONOMY 


Industrial Finance 
Corporation 

The net financial assistance 
sanctioned by the Industrial 
Finance Corporation of India 
during 1979-80 wasRs 149.81 
crores for 237 projects. The net 
financial assistance of Rs 154.29 
crores was sanctioned for 214 
projects in the preceding year. 
The number of projects assisted 
significantly increased. Unlike 
the preceding year, there were 
not very large projects in¬ 
volving a massive outlay, but 
a larger number of major 
and medium projects. 

Industries of high national 
priority and other selected 
industries of importance 
accounted for 92.6 per cent 
of the total assistance sanc¬ 
tioned: Cotton textiles' 

accounted for 13.4 per cent 
of total assistance followed 
by chemicals and chemical 
products other than fertilisers’ 
(J7.8 per cent), cement (13.5 
per cent), paper (9.6 per 
cent), iron and steel (4.7 per 
cent) etc. The Corporation’s 
assistance during the year was 
spread over 15 States and 3 
Union Territories. 

Of the 61 new projects 
assisted, 34 projects were of 
medium size with a capital 
outlay of Rs 5 crores or, less. 
Assistance to projects located 
in notified less developed 
disb iets/areas increased to 
46.0 per cent of the total 
sanctioned assistance, from 
41.7 per cent in the previous 
year. 

The industries which claim¬ 
ed the majt.r share in the 
assistance sanctioned to pro¬ 
jects in less developed districts/ 
areas were cotton textiles, 
paper, cement, basic industrial 
chemicals, synthetic fibres, etc. 
Thirtythrce projects in the 
public sector cl corned assis¬ 
tance aggregating Rs 25.19 
crores as against Rs 20.73 


crores claimed by 23 public 
sector projects in the preced¬ 
ing year. 

The new' and expansion 
projects assisted during the 
year are expected to generate 
direct employment for about 
27,525 persons and the total 
value of output in optimum 
year of production is estima¬ 
ted to be Rs 567 crores. 

Apart from financing of 
industrial projects, the IFCI 
has, as in past, been engaged 
developmental activities. It 
provided an assistance for 
meeting a part of the promo¬ 
ters' contribution to the equity 
of the project. It sanctioned, 
as on June 30, 1980, Rs 186.04 
lakhs and the beneficiaries are 
48 promoters of 28 projects. 
Tts disbursements aggregated 
Rs 115.44 lakhs in respect of 
30 promoters of 18 projects. 
The Corporation meets the 
funds requirement of RCF 
for its operations. 

Assistance to small enter- 
preneurs was given to those 
who enter the industrial field 
for the first time. Corporation 
subsidises consultancy assign¬ 
ments undertaken by Techni¬ 
cal Consultancy Organisa¬ 
tions (TCOs) for such en¬ 
trepreneurs. Subsidy is to the 
extent of 80 per cent of the 
cost of assignment or Rs 5000 
whichever is lower. Subsidy 
amounting to Rs 6.57 lakhs was 
availed of by 240 entreprene¬ 
urs for setting up 245 projects. 

Bonds Issue 

The Corporation has deci¬ 
ded to augment its resour¬ 
ces by issuing bonds for Rs 
36 crores. The bonds will 
have a maturity of 12 years 
and will carry 6.75 per cent 
annual interest. The IFCI 
bonds are fully guaranteed by 
the Central Government gs 
to the repayment of the 
principal and payment of 
interest and are approved 


securities under 
Trusts Act, the Insurance Act 
and the Banking Regulations 
Act. 

The issue opened on Decem¬ 
ber 10. The Corporation has 
already issued 29 series of 
bonds since 1952 for an aggre 
gate amount of Rs 433.83 
crore out of which the amount 
outstanding as on October, 31 
is Rs 369.94 crores. The 
Corporation which was establi¬ 
shed in 1948 has during the 
last 32 years sanctioned till 
October 31, Rs 1,086.70 crore 
to 1,295 industrial projects. 
The total assistance disbursed 
amounted to Rs 794.19 crore. 

Coal Exports to 
Bangladesh 

Under a recent agreement 
India has agreed to export 
1.20 lakh tonnes of coal to 
Bangladesh, which in turn, 
has offered to sell fertilisers 
to India. This was disclosed 
in the Lok Sabha recently 
by the Minister for Commerce, 
Steel and Mines, Mr Pranab 
Mukbcrjee. India’s ag. eement 
wnh Bangladesh w^s of 
“most favoured nation” type. 
It did not specify the com¬ 
modities to be exchanged 
between the two countries. He 
said the trade between the two 
countries was constantly under 
review. He added that India 
was keen on entering into an 
agreement with Bangladesh 
on the natural gas deal. How¬ 
ever, during his recent visit 
he deliberately did not take 
up this matter. 

Referring to the balance of 
tirade position, the Minister 
said that currently it was in 
favour of India. India was 
presently buying only news¬ 
print from Bangladesh. To 
reduce the adverse balance of 
trade, India was prepared to 
buy natural gas and fertili¬ 
sers. Giving detailed in¬ 
formation about the trade 
between the two countries, the 
Minister said, from 1976*79, 
India’s exports had been 
fluctuating from Rs 54.57 
crore to Rs 52.57 ci ore. Dur¬ 
ing the current year, in the 
first two quarters, they have 
been of Rs 32.66 crore. Im¬ 
ports from Bangladesh had 


come down to ft* 1.77 owe. 
In the current year ■ (April- 
September) they bad been or 
Rs ] .65 crore. As » result of 
low imports into India, the 
balance of trade had been in 
favour of India continuously. 


Long-term 
Indo-Soviet Pact 


Official-level talks to finalise 
the long-term trade agree¬ 
ment between India and 
USSR were held recently. 
Soviet Deputy Minister of 
Foreign Trade, Mr I.T. Grishin, 
met Commerce Secretary, Mr 
P.K. Kaul, to discuss the long- 4 
term trade agreement and 
trade plan for the period 
1981-85. 

The two-way trade during 
the present agreement period 
(1976-80). which is 5th in 
the series is expected to be 
of the order of Rs 5251 crore 
as compared to Rs2481 crore 
during the 4th agreement. 
It has been suggested that 
during the forthcoming agree¬ 
ment period, 1981-85, efforts 
should be made to double 
the total trade turnover. 

The USSR and India re¬ 
cently signed another agree¬ 
ment for export of capital 
goods worth more than Rs 100 
crore. 

About Rs 46 crore worth 
of agreements were signed 
for export of cotton fabrics 
with six firms in continuation 
of the signing of similar agree¬ 
ments worth Rs 36.4 crore in 
Bombay recently, Mr G. 
Bykov, the head of the Soviet 
textile delegation told a press 
conference. The import of: 
cotton fabrics which met 
USSR’s needs in consumer 
variety, be said, will touch 
the Rs 100-croie mark. The 
USSR delegation also signed 
an agreement for import of 
industrial cables amounting 
to about seven crore rupees. 

Tradi! with Romania 

Ways for diversifying and 
increasing trade and ecdnomic 
cooperation were discussed 
when a delegation from Roma¬ 
nia, headed by its Deputy 
Prime Minister and Minister 
for Foreign Trade, Mr Cornel 
Burtica, called on the Coin- 
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covered various aspects of the 
fc-ng- term (198145) trade 
Snd payments agreement. 
Mr Mukherjee pointed out 
that during his recent visit 
to Romania in connection 
with the meeting of Indo- 
Romanian Joint Commission, 
several areas of collaboration 
had been identified. 

Besides, the two Ministers 
also discussed in detail the 
possibilities of collaboration 
in power generation, establish¬ 
ment of a shore-based steel 
plant and locomotives in 
“ dia. The trade turnover 
tween the two countries 
as increased substantially. 
From a level of only Rs 3.8 
crores in 1959, it has gone up 
to Rs 92.9 crores in 1979. 

Excise Duty on 
Naphtha-based LOPE 

Tn December 1979 the 
Government had fixed con¬ 
cessional rates of excise duty 
in respect of naphtha-based 
LDPE, polypropylene, PVC 
and phthalic anhydride for 
Hie period ending November 
30, 1980. Tt has been decided 
to extend the validity of these 
concessional rates beyond 
November 30. 

Duty on Coffee Cut 

Having regard to the re¬ 
cent fall in international prices 
of coffee, the Central Govern¬ 
ment has reduced the ex¬ 
port duty on coffee from Rs 
260 per quintal to Rs 150 
per quintal with effect from 
December 1. 

Huge Demand for 
Chemieal Plants 

A massive investment of 
the order of Rs 10,000 to 
Rs 12,000 crore would be 
required over the next 10 
years to set up various pro¬ 
jects based on the utilisation 
of Bombay-High hydrocar¬ 
bon—boih liquid and gas. 

According to the Chairman 
and Managing Director of the 
Engineers India Limited, Mi 
K.V. Raghavan, the invest¬ 
ment figures would double 
||one also took into account 
pe power projects, 

sCMiNOiciBahr 


.. ^ * Irnyer^ 

sellers workshop organised 
by the Chemical Plant and 
Machinery Association of 
India (CPMAI) recently, 
he said there was very good 
scope for setting up joint 
venture manufacturing facili¬ 
ties in the process plant in¬ 
dustry in West Asia and 
Southeast Asia. 

He said in the last 15 lo 20 
years the chemical plant and 
machinery industry had made 
considerable progress. But of 
late it was facing problems in 
supplying bulk materials for 
fabrication in fine castings 
in required quantities and 
other raw materials. 

Mr Raghavan said it 
would be advantageous for 
Indian entrepreneurs in the 
chemical plant and machinery 
industry to set up facilities 
in these countries to exploit 
not only the markets there 
but alFo help in meeting the 
growing requirements at home. 

CPMAI represents the 
association of design engineer¬ 
ing and manufacturing capa¬ 
bility in the country and plays 
an active role in the promo¬ 
tion of chemical process 
plants. 

The membership of the 
association constitutes a 
capacity of over five million 
technical manhours with a 
production capacity of over 
Rs 120 crores. 

Need for Export 
Assistance 

The Federation of Indian 
Chambers of Commerce and 
Industry (FICC1), suggested 
recently that the expoit assis¬ 
tance provided by the Govern 
ment should be so structured 
as to be flexible, effective and 
timely. Referring to the 
“impression” created by some- 
recent reports that the’FiCCI 
was anxious only to secure 
more and more concessions, 
a FICCI spokesman said the 
organisation looked upto these 
export concessions as a necess¬ 
ary support for its export 
efforts. The FICCI wanted 
the support measures to be 
so operated as to produce the 
desired results. 

The spokesman explained 
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gPrae FICCI my apprecia- 
Med the conceptual „ approach 
Wb f the Government to" extend 
t 'all facilities, which were so 
far available only in the 
Santa Cruz and Kandla Free 
Trade Zones, to all export- 
oriented units wherever they 
might be located in the coun¬ 
try. The FICCI was “happy” 
that both the Ministers of 
Finance and Comerce had 
recently reiterated that the 
present system of cash com¬ 
pensatory support was in the 
nature of neutralising the 
disadvantages or handicaps 
faced by Indian exporters 
primarily arising from the 
federal structure of the polity. 

Coal Output Up 

The coal industry hn* 
achieved a major breakthrough 
in production after many 
years, as a result of steps 
taken by the Government, 
During the first seven months 
of the current financial year, 
coal output has risen by 
nearly seven pei cent over the 
corresponding period last 


jrtJauti agifitft ftft annual 
increase of only one to two 
per cent drning the previous 
three years. 

An official release stated 
that coal production from 
April to October this year 
touched 59 million tonnes 
as against 55 million tonnes 
during the same period last 
year, marking an increase of 
four million tonnes. 

The growth rate has shown 
further ‘buoyancy. In the first 
three weeks of November, 
the production recorded an 
increase of nearly nine per 
cent over the corresponding 
period last year. 

According to the release, 
in view of the present growth 
trends, the production target 
of 113.5 million tonnes for 
the current financial year is 
well within reach. 

Rising Fertiliser Prices 

Expressing concern at the 
high price of chemical fertili¬ 
sers, Petroleum, Chemicals and 
Fertilisers Minister, Mr P.C. 
Sethi called for immediate 


production costs. While in- R&D ef Forts to reduce pro- 


creases in petroleum feedstock 
and other raw material prices 
raised the production cost 
of fertilisers, “fertiliser price 
increases ate quite often 
much more thAn warranted 
by increases in raw material 
prices,” Mr Sethi said, inaugu¬ 
rating a three-day seminar 
organised by the Fertiliser 
Association of India (FAI) 
recently to mark its silver 
jubilee celebration. 

Mr Sethi was replying to 
the demand made by Dr 
Easo John, FAI Chairman in 
his speech earlier that the 
retention price of fertilisers 
should be based on the prin¬ 
ciple of a 15 per cent rate of 
post-tax return on invest¬ 
ment. 

The Minister said fertilisers 
were not an end in themselves. 
Prices of fertilisers unless 
checked, would become a 
serious impediment to its use. 
He called for higher capacity 
utilisation of the existing 
plants, timely commissioning 


duction costs. 

The Minister also emphasis 
sed the need for joint venture 
fertiliser projects by develop¬ 
ing countries for their mutual 
benefit. The countries could 
also join hands in the ex¬ 
change of know-how in the 
field of fertiliser production 
and application and in training. 

Referring to the develop¬ 
ment of new capacity, Mr 
Sethi spoke of the Govern¬ 
ment's intention to move 
towards the use of coal as 

fertiliser feedstock. Further 
coal-based capacity would btj| 
considered after sufficienF 
experience of the two eoal- 
based plants, Ramagundam 
and Talcher, became avail¬ 
able. 

Since 1975, the country 

became favourably placed 

with regard to the use of 
natural gas as feed-stock. 

Already two projects—one at 
Thai in Maharashtra and the 
other at Hazira in Gujarat— 
with 1,350 tonnes of ammo- 
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based on Bombay High and 
another gas-based plant in 
tmrup in Assam have been 
Approved. 

The Minister referred to 
the Government decision of 
setting up future gas-based 
plants in areas of consump¬ 
tion rather than near the 
sources of gas and said a 
selection committee would 
be deciding on the locations 
for six such plants in MP, 
Rajasthan and UP. 

Crude Imports 

India will import 16 million 
pbnnes of crude during the 
Prorrent financial year, Mr 
P.C, Sethi, Union Petro¬ 
leum and Chemicals Minis¬ 
ter, revealad recently. Tal¬ 
king to newsmen, he said the 
Government was taking all 
! necessary steps to secure 
f adequate crude supply and 
that there was no cause for 
worry over the consequences 
of the Iran-Iraq war. He 
said that India was obtaining 
crude from Saudi Arabia, 
Kuwait, the USSR, Venezuela 
|pnd several other countries. 
China was not among the 
suppliers of crude to India, 
he added. 

Mr Sethi said the West 
Bengal Government’s pro¬ 
posal for the petro-chemical 
complex at Haidia was now 
under the “active” considera¬ 
tion of the Central Govern¬ 
ment. The proposal was now 
slated to go before the screen¬ 
ing and licensing committees 
of the Union Cabinet. 

Earlier, Mr Sethi told an 
international symposium on 
Metro-chemicals in the 80’s, 
^organised by the West Bengal 
Industrial Development Cor¬ 
poration and the Indian 
Chamber of Commerce, that 
the demand for plastics had 
increased from 190,000 tonnes 
in 1977 to 250,000 tonnes in 
1980 and to sustain this growth, 
the plans under the consi¬ 
deration of the Government 
would create an additional 
capacity of 600,000 tonnes 
of ethylene iu the next seven 
years. “This is a very con¬ 
servative development if vie- 
JQm d in the context of the 
world consumption of plastics 


estimated at over CO mttftpa 
tonnes per year and that of 
petro-chemical products at 
100 million tonnes per year,” 
he said. 

Mr Sethi said that China 
had reportedly set up naphtha 
cracker complexes in three 
years’ time. India must 
strive to achieve such gesta¬ 
tion periods in the capital- 
intensive plants. 

Increase in Steal 
Output 

Steel production during 
November which reached a 
record level at 420,000 tonnes 
this year was about 27 per 
cent higher than the average 
production of the first sixmooth 
between April and Septem¬ 
ber, According to the Steel 
Authority of India (SAIL), 
the aggregate production 
would have been much more 
during November but for the 
bundh observed by the em¬ 
ployees of the Durgapur, 
Burnpur and Bokaro works 
which necessitated slowing 
down of production. 

Consistency in power sup¬ 
ply since November 21 en¬ 
abled improved operations of 
rolling mills due to which it 
was possible to liquidate cold 
ingots from the heldover stocks 
at Bokaro. About 150,000 
tonnes of cold ingots 
were converted into finished 
steel bringing down the stocks 
from 73,000 tonnes on August 
1,1980 to 586,000 tonnes on 
December I, 1980. The plants 
dependent on DVC namely 
Durgapur, Bokaro and ITSCO 
together produced 165,000 
tonnes of saleable steel which 
is the highest from these 
plants in a month during the 
current financial year. 

With increased production 
at Bokaro and Rourkela pro¬ 
duction of flat products has 
gone up to 177,000 tonnes as 
against 169,000 tonnes in 
October. 

Almost all the steel plants 
improved their production to 
attain the highest monthly 
level so far during the cur¬ 
rent financial year. From the 
critically low stocks of coking 
coal which was about 50,000 
tonnes in September, now the 
plants have stocks of 150,000 


toJtOM though the 4este4 lew! 
(minimum) of safety is 350,000 
tonnes. 

Natural Rubber Output 

Natural rubber now has a 
bright outlook and the pro¬ 
ducing countries should take 
this opportunity for ma¬ 
ximising its production. This 
change in perspective has been 
brought about by the energy 
crisis which has changed the 
equation between synthetic 
and natural rubber. This 
was stated recently in his 
opening address by the Minis 
ter of State for Commerce, 
Mr K.A. Khan, at the two- 
day deliberations of the As¬ 
sociation of Natural Rubber 
Producing Countries (ANRPC) 
held recently. 

“Rubber plantations provide 
rubber latex, valuable tim¬ 
ber, rubber seed oil and oil 
cake. It is hight time for us to 
adopt an integrated planning 
approach towatds a package 
exploitation of our resources of 
land, rainfall, manpower and 
power and permanent and 
continued supply of solar 
energy”, the Minister ob¬ 
served* 

The need to expand the 
output of natural rubber was 
important in the Indian con¬ 
text. India, he explained, had 
a well developed rubber goods 
manufacturing industry. While 
the major rubbei producers 
of natural rubber had to 
export their production to 
industrially developed coun¬ 
tries, rubber produced in 
India was consumed by its 
own industry. In fact, the 
indigenous output was not 
enough to meet the domestic 
demand. India was importing 
rubber to the extent of about 
10 per cent of its requirements, 
although rubber had topped 
all the majoi crops in this 
country in regard to growth 
rate in production. India, he 
informed the participants, was 
willing to share its technology 
developed over the years. 

Mr Khan commended the 
efforts made by ANRJfC in 
formulating a well-conceived 
dynamic production policy 
for natural tubber keeping in 
view that bright prospects 
for this commodity in the 


Upper Ganges Bmigm SStll 
Limited, Celeiilttpff#. 

noucb 

NOTICE is hereby gi 
that the Forly-eighth Annual' 
General Meeting of Upper 1 ! 
Ganges Sugar Mills Limit *!#i 
will be held on Wednesday s 
the 24th December, I9FKI at 
3.30 P.M. at 9/1, R.N, i 
Mukberjee Road, Calcutta-1 J 
for ihe following purposes i 

1. To receive and consider the 
Report of the Directors 
and to adopt the Audited 
Accounts of the Company 
for the year ended 30th 
June, 1980. 

2. To declare dividends, 

3. To elect Directors in place 
of Shri Bhaskar Mitter, 
Shri R.K. Choudhury and 
Shri C.P. Dalmia who retire 
by rotation and being eli¬ 
gible offer themselves for 
re-election. 

4. To appoint Auditors and 
fix their remuneration. 

By Order of the Board 

S.K. Poddar 
Secretary 

9/1, R.N. Mukherjee Road, 
Calcutta-700 001, 

Dated, the 25fh November, 1980 


NOTES: 

1. A member entitled to at* 
tend and vote at the meet¬ 
ing is entitled to appoint a 
proxy to attend and vote 
instead of himself and the 
proxy need not be a mem¬ 
ber. 

2. The Register of Member* 
of the Company will re¬ 
main closed from the 16th 
December, 1980 to the 24th 
December 1980, both days 
inclusive. 

3. Members are requested to , 
notify immediately any 
change in their addressto 
the company. 

4. Declarations in Form 4 14-B # 
under Income-tax Rules, 
1962 read with Section 194 
of the Income Tax Act, 
1961, to be effective must 
reach the Company on or 
before 24th December, 
1980. 
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f 'T'as well u in ito 90’*. 

/ Minister also bail|d the 
■tJiotU of the association in 
r*heralding*’ the birth of the 
International Mutural Rubber 
Agreement. 

Besides measures taken to 
stabilise rubber prices, he 
said, the association had also 
made valuable contribution 
in the field of technical co¬ 
operation and coordination, 
in production and marketing. 
Nearly 43 delegates from seven 
member-countries of the asso¬ 
ciation—Indonesia. Malaysia, 
Papua—New Guinea, Singa¬ 
pore. Sri Lanka, Thailand 
and India—are participating 
in the in camera deliberations 
of the assembly. The eighth 
member country—Vietnam is 
not attending. 

World Tea Seminar 

To mark its centenary, the 
Indian Tea Association (ITA) 
will hold an international semi¬ 
nar on tea at Calcutta on 
January 12 and 13. Union 
Commerce Minister, Mr Pranab 
Mukherjec will inaugurate the 
seminar on January 12. Sir 
Percival Griffiths, a retired TCS 
officer will chair the session on 
the history of Indian tea. 

A panel discussion will be 
joined in by representatives 
from the tea producing and 
consuming countries of the 
world. Senior Union Govern¬ 
ment officials and leaders 
in the tea trade and industry 
are expected to attend. 

Mr C.S. Samuel, Chair¬ 
man of the ITA, told news¬ 
men recently that they had 
also invited China with 
whose representative he had 
cordial discussions in Ban¬ 
dung recently. Among the 
countries which had agreed 
to attend are Sri Lanka, 
Kenya, Mozambique and 
other tea-producing coun¬ 
tries in Africa, the USA, the 
UK, West Germany and 
several others. 

Talking of the prospects of 
tea industry in India Mr 
Samuel said if India is to 
continue to stay as the world 
leader in tea, it must aim at 
producing 1,400 million kg 
of tea by 2000 AD, The 
production of tea in 1980-81 
is estimated at between 570 
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*ttd m miilidti kg. In !#9, 
only 541 million kg of tea 
was produced, Mr Samuel 
said. 

Tea exports this year were 
expected to range around 
225 million kg. He also said 
that China, a newcomer in 
the world tea trade, wa$ 
planning to export 60 million 
kg of tea this year, a situ¬ 
ation which was not theie 
ihree years ago. 

SCI Cargo Cell 

The Shipping Corporation of 
India (SCI), has set up a special 
cell in the capital for booking 
cargoes of shippers in the 
northern region, especially 
from Haryana. UP, Punjab 
and Rajasthan. This cell, 
planned and initiated by Mr 
P.C. Shukla, Executive Direc- 
tor-in-charge of SCI, is 
expected to render great 
assistance to shippers in this 
region by preparing relevant 
shipping documents and issuing 
bills of lading here itself. 

The need for this cell was 
apparently felt because a 
large quantity of the coun¬ 
try’s exports originate from 
these States and are shipped 
largely from the port of 
Bombay as well as, to some 
extent, fiom Calcutta. The 
special cell will deal exclusi¬ 
vely with enquiries regarding 
freight rates for various 
cargoes, availability of space 
foi booking of cargoes in 
SCI vessels, and schedule of 
sailings. A marketing cell 
aheady exists to mobilise 
cargoes for SCI vessels. SCI is 
operating direct services to East 
Africa and West Africa with 
Bombay as the base port while 
the service to New Zealand is 
being operated from the port 
of Calcutta. 

Nationalisation of Five 
Jute Mills 

A Bill to nationalise five jute 
mills—four in West Bengal and 
one in Bihar—was introduced 
in the Luk Sabha recently by 
Minister of State for Commerce, 
Mr Khurshid Alain Khan. 
The mills are: Alexandra Jute 
Mills Limited, Union Jute* 
Company Limited, Khardah 
Company Limited, The 




Limited (all West Bengal) 
and RBHM Jute Mills Private 
Limited (Katihar in Bihar). 

The mills have an installed 
production capcity of more 
than 83,000 tonnes. The Bill 
provides for payment of about 
Rs 1965 lakh to the former 
owners of the mill for vesting 
in the Central Government the 
right, title and interest of the 
companies. The Go\eminent 
has decided to nationalise 
these mills as they required 
massive investments for 
modernisation and satisfac¬ 
tory operations. 

Rising Cost of 
Public Sector Projects 

The Cabinet committee on 
Economic Affairs has taken 
a serious view of the huge cost 
escalations and undue slip¬ 
pages in most of the public 
sector projects on hand. It 
has, therefore, proposed an 
early “warning system” under 
which the project authorities 
and the administrative Ministry 
will have to report to the 
committee on delays in pro¬ 
jects originally approved for 
Rs 20 crore or more. 

The project will also have 
to be referred back to the 
committee if the delay exceeds 
more than six months over 
the original schedule for 
completion and commission¬ 
ing of the project. The Cabinet 
has also directed all the 
Ministries that whenever the 
project costs go up by more 
than 20 per cent based on the 
cost estimates of the feasi¬ 
bility report, the project 
should be re-examined by the 
“EAC” through the Public 
Investment Board. 

These new guidelines have 
to be strictly adheicd to as 
per Cabinet’s latest decision. 
The concern over the delay 
in project commissioning and 
cost escalations is on account 
of the latest note prepared for 
the EAC by the, Bureau of 
Public Enterprises (BPE). 

In its note, the Bureau has 
pointed out that there are 37 
major projects which are 
behind schedule. The cost 


per ceht in cate of & ceftam 
sfteel project and a 1 

of 25 per cent. The 
is also substantial, ranging 
from three years to a mini¬ 
mum of one year. These delays 
are not only creating shortages 
in the essential inputs like 
coal, steel and paper, but 
also putting additional burden 
on the exchequer. 

The Cabinet said for the 
problem areas, actions that 
rhould be taken should be 
clearly indicated by the pro¬ 
ject authorities. They should 
also give reasons for the delay. 
The idea >s to take a coordii^y* 
ted decision at the highest 
level. 

The Bureau note has brought 
out a number of flaws in 
pioject implementation. The 
bureau has been issuing gui¬ 
delines repeatedly to the 
concerned ministries and the 
project authorities to monitor 
the progress of the project, 
and intimate the BPE about 
the state of the project from 
time to time. 

♦ 

Small Plants Stunt 
Cement Production 

Union Minister of State 
for Industries, Mr Charanjit 
Chanana, stated recently that 
the main cause of production- 
anaemia in the cement in¬ 
dustry was the small size of 
cement plants. This was 
because the industry had 
never bothered about “econo¬ 
my of scale” principle, he 
said. 

The principle “demanded 
a plant of over 3,000 tonnes 
per day capacity and the 
country had just two plants 
of that size. The other ce¬ 
ment plants are not even small 
plants. They were in the 
“dwarf category”. 

Addressing the cement 
manufacturers he said that 
even if Ihe controlled 
price of cement was raised 
further, it would help a little. 

It would hardly increase pro- , 
duction as the capacity utili¬ 
sation is already ewer 4)5 
per cent. 

MCMIBn 
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Delhi Cloth 

The Delhi Cloth & General 
Mills Co I.ld has shown a 
gross profit of Rs 12.03 crores 

K ring the year ended June 30, 
80. After making a pjovi- 
sion of Rs 9.54 crores for de¬ 
preciation and Rs 1.10 crores 
for income tax, there is a 
balance of Rs 1.39 crores to 
which is added Rs 2.92 crores 
as the balance brought forward 
for the previous year. The 
Directors have proposed to 
trasnfet Rs 1.97 crores towards 
investment allowance reserves 
and Rs 2.26 crores for the pay¬ 
ment of dividend. A dividend 
of 12 per cent has been pro¬ 
posed to be paid on equity 
(hares, the same as last year. 

The working of the doth 
mill at Dasna showed improve¬ 
ment during the year in spite 
of an acute shortage of power. 
The working of the cloth mills 
at Delhi was adversely afected 
because of a prolonged strike 
and the intermittent supply of 
coal. The modernisation and 
renovation of these mills is 
in full swing and is expected 
to conti ibute >o improve wor¬ 
king during the current year. 
Theie has been a significant 
improvement in the working 
Hissar Textile Mills. The 
(Prforma nee would have been 
much better but for severe 
power cuts during the last 
quarter of the financial year 
under review and disturbed 
industrial relations. 

The working of the en¬ 
gineering unit has been satis¬ 
factory apart from the effects 
of labour troubles and the 
severe power shortage which 
went to depress the production 
of the unit. This unit is ex¬ 
pected to achieve a better per¬ 
formance during the current 
year because of its continued 
Jftutation for the manufac- 
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ture of high quality castings. 
DCM Data Products nearly 
doubled its turnover during 
the year. The business machine 
which was placed on the mar¬ 
ket lasl year has found wide 
acceptance and thd Galaxy 
machines are successfully re¬ 
placing IBM-1401 computers. 

Fertilisers, chemicals and 
sugar units have, overall, 
maintained their profits posi¬ 
tion. Production of the major 
plants, viz. fertilisers and 
PVC was severely affected 
due to power cuts. The Chemi¬ 
cal Works at Delhi achieved 
excellent resutts in terms of 
production and financial per¬ 
formance for the fifth con¬ 
secutive year. Exports increas¬ 
ed during the year by 14 per 
cent over the previous year. 
The unit has once again had 
the distinction of winning the 
‘First Export Award’ for 1979- 
80 from the Basic Chemicals. 
Pharmaceuticals and Cosme¬ 
tics Export Promotion Council 
for excellence in export per¬ 
formance in the inorganic and 
organic chemical group. 

Lower Production 

Production of sugar at 
both factories of the com¬ 
pany was lower than the 


with the Government as re- : 
ported in last year’s report, 
did not materialise during 
the year, while costs continut- 
ed to escalate. 

Shiva Paper to Enter 
Capital Market 

Shiva Paper Mills Ltd, is 
entering the capital market 
on December 17, 1980 with a 
public issue of 1,110,000 
equity shares of Rs 10 each 
at par to meet part of cost 
of project for manufacture 
of 10,000 tonnes of writing and 
printing paper. The subscrip¬ 
tion list will close on Decem¬ 
ber 29, 1980 cr earlier at the 
discretion of the Board of 
Directors of the company 
but not before December 19. 
1980. The plant of the company 
is located at village Dhamora, 
a notified backward area in 
Rampur District of UP, which 
is a Tarai area and the basic 
raw material, i.e, wheat and 
rice straws are available in 
abundance in the vicinity of 
the factory area. The company 
has purchased 70 acres of land 
and has imported a second 
hand writing and printing 
paper plant which has already 
been installed at the site. The 
company has been sanctioned 
4,000 KVA power load by the 
UP State Electricity Board 
and the authorities have 
assured that there will not be 
any power cut in new units 
for the next five years 
The cost of project has 
been estimated at Rs 590 
lakhs and it will be met by 
a share capital of Rs 185 
lakhs and term Joan of Rs 
375 lakhs from IDBT, 1CTCT 


previous year on account of ar *d IFCf and unsecured loan 


the reduced availability of 
cane. While the drop in the 
national production over the 
previous year was over 33 
per cent, in the case of our 
sugar factories the drop was 
only about 12 per cent. Sugar 
recovery percentage at both 
factories was well maintained. 
Owing to the lower production 
of sugar and the consequential 


of Rs 30 lakhs from the 
promoters of the company. 

The company has been pro¬ 
moted by Jain Group who have 
already successfully prompted 
and managing a numbeir of 
other companies including 
Jain Tube Co. Ltd, Jain 
Shudh Vanaspati Ltd, Ajanta 
Tubes Ltd, Jain Exports 
Private Ltd, Hindustan Brc- 


drop in the availability of weriesA Botting Ltd, Chemo- 
molasses, the distillery plant pulp Tissues Ltd, etc. In view 


production was lower than 
last year. The price increase 
of alcohol, which was pending 


of the shortage of paper in the 
country, the company does 
not envisage any difficulty 


in marketing its product The 
company proposes to sell 
its products through noimal 
trade channels, comprising 
network of distributors ana 
dealers. The company expects 
to commence commercial 
production by February, 1981. 
The sales turnover of the 
company is expected to be 
around Rs 6 crores in the, 
first year with a capacity 
utilisation of around 80 per 
cent. 

Jain group is well known 
for managing the Industrial 
concerns efficiently. The 
management of Hindustan 
Breweries & Bottling Ltd. 
was taken over by the said 
group in 1975, at that lime 
the share value of the same 
was hardly Rs 2 and the unit 
was lying closed. Immeditely 
after the change of manag- 
ment all effective steps were 
taken and during the last four 
years the company has earned 
considerable amount of pro¬ 
fits. The share value of the 
said company has gone up to 
Rs 13 and this year the Board 
of Directors have leeommcnd 
cd a dividend of nine per cent. 
Similarly the mangement of 
Chemopulp Tissues Ltd was 
taken ovefrin December, 1978 
when the unit was lying closed 
since last three years and share 
value of the company was as 
low as Rs 2. Immediately after 
change of management all 
effective steps were taken and 
within a period of six months 
the production was commen¬ 
ced. The said unit is now work¬ 
ing satisfactorily and will be 
able to earn reasonable profits 
on its investments in a short 
period. 

Kankariya Paper Unit 

Kankariya Chemical In¬ 
dustries Ltd (KXTL), which is 
diversifying and setting up 
a Rs 5.50-crorc paper plant 
in Panchmahals District in 
Gujarat, is entering the capital 
market with a public issue of 
Rs 81 lakh comprising equity 
shares of Rs 10 each at par. 
The plant will have an annual 
capacity to manufacture 10,000 
tonnes of writing and print¬ 
ing paper. The plant is stated 
for trial runing in March next. 
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issue has two attActfoa*: 
:iL has a good record and 
fhe shareholders of the present 
issue will be entitled to a pro¬ 
rata dividend to be declared 
for the year ended January 
31, 1981. 


According to the company’s 
Managing Director, Mr Vimal 
Kankariya, there are at present 
83 paper and board units in 
production and the total ins¬ 
talled capacity is 1.01 million 
TPA. The demand in 1984-85 
is.placed at 1.90 millon ton¬ 
nes—<50 per cent writing and 
printing jxiper and 40 per cent 
other varieties. The company 
has already purchased second 
hand paper machine, fully up- 
todated in technological terms 
and in good working condi¬ 
tion, from Stora Kopperberg 
of Sweden. 


Main raw materials are rice 
straw, waste paper, cotton 
linters, caustic soda and chlo¬ 
rine. Rice straw is available 
in plenty locally. Waste 
paper and cotton linters are 
easy to procure from Ahmcda- 
bad and Baroda and caustic 
soda and chlorine are avail¬ 
able at Baroda—just 55 kms 
from the factory. 

Besides the public issue of 
Rs 81 lakhs which is totally 
underwritten by the financial 
institutions, the promoters 
have put up Rs 19 lakhs, the 
internal cash accruals are Rs 
75 lakhs, Central and State 
subsidies Rs 20 lakhs and 
terms loans Rs 3.55 crores. 


Garware Shipping 
Expansion 

The four-year old Oarwarc 
Shipping Corporation Ltd 
will enter the capital market 
next month with a public 
issue of 2,250,000 equity shares 
of Rs 10 each for cash at par, 
amounting to Rs 2.25 crores. 
It is being fully underwritten. 
The issue is being made with 
the object of partly financing 
the expansion programme, 
involving phased acquisition of 
additional tonnage of 200,000 
GRT. This will require an 
additional outlay of about 
Rs 38.85 crores. 

To begin with the company 
has plans to acquire only 
two or three vessels during 
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The Rate Schedule below may help you, 
if your status is INDIVIDUAL Oft 
HINDU UNDIVIDED FAMfUES. 



Total Income slab 


Rates of Advance Incoma tax payable during the 
financial year 1980*81 

Tax payable by every individual. Tax payabla by avary HOF 
HOF (axeept those as per Col. 3) having at least one member 
whose total income exceeds 
Rs. 12,000 


whose total Income exceeds 
Rs. 12.000 


From 

To 

Upto 12.000 

12,001 

15,000 

15.001 

20,000 

20,001 

26,000 

26,001 

30,000 

30,001 

50,000 

50,001 

70,000 

70,001 

1,00,000 

1.00,001 

& more 


Amount of tax 
NIL 

16% of the amount exceeding 
Rs. 8,000* 

Rs. 1,060 plus 18% of the 
amount exceeding Rs. 16,000* 
Rs. 1,960 plus 26% of the 
amount exceeding Ra. 20,000 

Rs. 3,200 plus 30% of the 
amount exceeding Rs. 26,000 
Rs. 4,700 plus 40% of the 
amount exceeding Ra. 30,000 
Rs. 12,700 plus 60% of the 


Amount of tax 
NIL 

16% of the amount exceeding 
Re. 8,000*'* 

Rs. 1.260 plus 25% of the 
amount exceeding Rs. 15,000** 
Rs. 2.610 plus 30% of the 
amount exceeding Rs. 20,000. 
Rs. 4,010 plus 40% of the 
amount exceeding Rs. 25,000 
Rs. 6,010 plus 50% of the 
amount exceeding Rs. 30,000. 

Rs. 16,010 plus 55% of the 
amount exceeding Rs. 50,000. 

> Rs. 27,010 plus 60% of the 
) amount exceeding Rs. 70,000. 

) 


amount exceeding Rs. 60,000 
Rs. 22,700 plus 55% of the 
amount exceeding Rs. 70,000 
Rs. 39, 200 plus 60% of the 
amount exceeding Rs. 1,00,000 ) 

SURCHARGE : IN ADDITION to the Income-tax payable at the above rates- 
a surcharge equal to 10% of the Income-tax i$ also payable. 

* Provided that in case total income does not exceed Rs. 16.260 the Income-tax 
payable shall not exceed 30% of the amount exceeding Rs 12,000- 
** Provided that in case total income'does not exceed Rs. 17,610 the income-tax 
payable shall not exceed 30% of the amount exceeding Rs. 12,000- 
PAY IN TIME YOUR NEXT INSTALMENT OF ADVANCE TAX FALLING DUE 
ON OR 8EF0RE 15TH DECEMBER AT THE RESERVE BANK OR STATE BANK 
AND ITS SUBSIDIARIES OR SPECIFIED NATIONALISED BANKS USING 
CHALAN FORM ITNS 35 A (No. 1) FOR COMPANIES ANO ITNS 35 (No. 7) 
FOR OTHERS. 
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issued by * 

DIRECTOR OF INSPECTION 
(Research. Statistics & Publication) 
INCOME-TAX DEPARTMENT 
New Delhi-110001 
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4 capital 
—. —^..Jmately Rs IS 
Jmerea. The proceeds of the 
■mu* will be utilised partly to 
finance the initial expansion 
schemes. Apart from financing 
the initial expansion scheme, 
the proposed public issue will 
bring down the holding of 
Oar ware Nylons in tbe capi¬ 
tal of the company to 40 per 
cent from 100 per cent and 
thus, the company will be¬ 
come a full-fledged public 
limited company. 

Nbw Carriers for 
jjreat Eastern Shipping 

™Great Eastern Shipping has 
placed orders for two new 
product carriers at the NKK, 
shipyard in Japan. The first 
product carrier is scheduled 
for delivery in November 
19S1 and the second m Fcbru- 
aiy, 1982. The Directors state 
that the ships ate not cheap, 
but combined with the exis¬ 
ting fleet of product carriers, 
the company will have a good 
average price. In order to go 
ahead with the purchases, the 
Mfre company had to forego all 
Expectations of SDFC loans. 

The Directors observe that 
some of the clauses, which 
now ajipcar in the SDFC 
loan agieemcnt, require ex¬ 
peditious reconsideration. A 
dialogue has been opened 
between the Government and 
the Indian National Ship¬ 
owners Association (INSA). 

New issue by 
Ramon Gujarat 

.. Ramon Gujarat, promoted 
Hy Mr H.K. Shah and his 
associates, who are connect¬ 
ed with Ramon and Demm, 

a se to enter the capital 
t shortly with a public 
issue of 1,200,000 equity shares 
of Rs 10 each at par. The 

S oceeds will be utilised for 
tancing partly the com¬ 
pany’s Rs 525.50 lakh pro¬ 
ject being set up in Surat 
District of Giyarat for the 
manufacture of 50,000 pio- 
peller shafts and components 
and 250,000 universal joint 
kits per annum. 
j»By having the components 
■pschiaed outside, the com* 


jpmy fcsd» been tMa to start 
production of certain products 
which have been sold to the 
BEST and Bombay State 
Transport Corporation as also 
in tbe replacement market. 
Tbe complete plant is expected 
to start trial production during 
the second half of 1981. 

Currently, propeller shafts 
are said to be in short supply. 
There is only one ancillary 
manufacturer of propeller 
shafts in the count! y and 
propeller shafts arc still being 
imported. The replacement 
market is said to be staivcd 
which has led to supplies 
from some spurious manu¬ 
facturers. The company does 
not envisage any difficulty 
m matketing its production. 
The project will be financed 
by a sbaie capital Rs 2 cioics, 
term loans fiom financial 
institutions Rs 2.86 croics 
and unsecured loans from pro¬ 
moters Rs 39,50 lakhs. 

Diversification by 
Golden Tobacco 

Golden Tobacco Company 
expects to receive shortly 
the approval of the Govern¬ 
ment of India for its paper 
project proposed to be set 
up in Giyaiat. The manage- 
ment is also consideung diver¬ 
sification into other new fields 
The company has entered into 
a manufacturing ariange- 
ment with Universal Tobacco 
Company, Hyderabad, for the 
manufacture of its brands on 
a job work basis. It has also 
entered into an arrangement 
with Sikkim Tobacco, a joint 
sector undertaking of the Sik¬ 
kim Government for manufac¬ 
ture of its brand cigarettes. 
The company is also pursuing 
setting up of another joint 
sector project for manufacture 
of cigarettes with the Govern¬ 
ment of Assam. This piojcct 
was initiated a few years ago, 
and is now being revived. 

Rama Fibres 

Rama Fibres is entering the 
capital market on December 15 
with a public issue of 680,000 
equity shares of Rs 10 each 
for raising part of the finance 
required for its Rs 4.40-crore 
project for setting up a spin¬ 


ning mill at village BhatnJ* 
in Bhiwani District of Har¬ 
yana. Tbe mill will have ini¬ 
tially an installed capacity of 
13,680 spindles for manufac¬ 
ture of staple yarn and syn¬ 
thetic blended ycatn m vari¬ 
ous counts ar.d blends. Tbe 
company is also setting up its 
own fibre dyeing plant. 

The construction of buil¬ 
dings is in progress. The 
erection of machine! y will be 
completed in stages storting 
ft c>m December 1980. Trial 
luns aic planned to com¬ 
mence, in patt spindlagc, in 
Januaty 1981 and commercial 
production shoitly thctcaftct 
Mr L.M. Thapar, a well- 
known industrialist heads the 
company’s Board ofDucctois. 

Increased Turnover of 
Chloride India 

Chloride India Ltd. for the 
ended August 31, 1980 
& shown sales of Rs 5,269 


lakhs and ths 
taxation of Rs 
After providing Rt 442 
for taxation and tmnstbrriii' 
Rs 13 lakhs to invest® 
allowance icserve and laki 
into account the transfer 
Rs 3.32 lakhs to development 
rebate reserve, a total sum 
of Rs 242.84 lakhs is avail¬ 
able ioi apptopriation. The 
company has declared an m- 
teiim dividend of Rs 51.64 
lakhs (8 pei cent less tax) 
in June 1980 

The Difcctois have te- 
commcndcd payment ol final 
dividend of Rc l 50 pet shaie, 
that is 15 pei icnt (less tax) 
absoibing Rs 12102 lakhs. 
The total dividend, amount¬ 
ing to 23 per cent of which 
the final dividend of 15 
per cent will be paid on the 
capital as increased by the 
recent bonus issue, absorbs 
Rs 1 7 2.66 lakhs as against 
Rs 148.46 lakhs m the previ¬ 
ous year. The b«i lance of Rs 
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your 

ABBREVIATED 
TELEGRAPHIC 
ADDRESS? 

If not. please do so immediately 
because the registration of your 
abbreviated address will expire on 
December 31 this year. 

if not renewed in time, telegrams 
sent on your abbreviated address 
will not be delivered. No reminders 
will be sent. 
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witt be trims' 
ifl'/t to general reserves. 

' /The wholly owncf sub* 
Vsidiary company, Chloride 
Exide Batteries (Eastern) 
Ltd, has improved its sales 
by 61 per cent to Rs 9.20 
lakhs and the profit before 
tax by 67 per cent to Rs 
44.84 lakhs compared to 
the previous year. 

Mohta Electro Steel 

Mohta Electro Steel has 
reported substantially im¬ 
proved results for the year 
ended June 1980. According 
to the preliminary statement, 
sales have jumped up from 
Rs 3.69 crores to Rs 6.98 
crorcs and the gross profit 
from Rs 42.42 lakhs to Rs 
92.92 lakhs. After providing 
Rs 53.89 lakhs for deprecia¬ 
tion, including Rs 33.34 lakhs 
for previous year (Rs 17.23 
lakhs) and Rs 9.50 lakhs 
for investment allowance 
reserve (Rs 30.50 lakhs) there 
is a surplus of Rs 24.24 lakhs 


'■y '’-"7 '7 v rf ;‘ ,v 7/. 

against a loss ot Its 5129 
lakhs. Equity dividend has 
been again passed over. 

Qangappa Cables 

Gangappa Cabls has raised 
the equity dividend to 12 
per cent for the year ended 
June 1980 from 10 per cent 
paid in the previous year. 
Sales have gone up from Rs 
4.76 crores to Rs 5.94 crorcs 
and the gross profit from Rs 
26.12 lakhs to Rs 31.20 lakhs. 
Allocations include deprecia¬ 
tion Rs 4.81 lakhs (Rs 4.35 
lakhs), taxation Rs 11.05 
lakhs (Rs 1.05 lakhs) and in¬ 
vestment allowance reserve 
Rs 1.74 lakhs (Rs 10,500). 
Preference and equity divi¬ 
dend will absorb Rs 5.46 
lakhs. A sum of Rs 7.72 lakhs 
(Rs 11.02 lakhs) has been 
transferred to general reserve. 

The company is implemen¬ 
ting the expansion of its 
enamelled wires plant by 600 
tonnes to 2J00 tonnes. 
Letters of intent have*been 


obtained far the maiu^Mure 
of polesteriraide enamel and 
resin, aud phenolic resin. The 
Government has also granted 
a letter of intent for the setting 
up of a writing and printing 
paper project with an annual 
capacity of 10,000 tonnes. 

Maharashtra Elektrosmelt 

Maharashtra Elektrosmelt 
has reported improved work¬ 
ing results for the year ended 
June 1980. Sales have risen 
from Rs 14.70 crores in 

1978- 79 to Rs 14.98 crores in 

1979- 80 but the gross profit 
has swelled from Rs 85.66 
lakhs to Rs 182.62 lakhs. 
After providing Rs 67.55 
lakhs (Rs 68.29 lakhs) for 
depreciation, there is a net 
profit of Rs 115.07 lakhs 
(Rs 17.37 lakhs). After adjust¬ 
ments, the surplus of Rs 
93.92 lakhs has been utilised 
for reducing the accumula¬ 
ted loss from Rs 224.08 lakhs 
to Rs 130.45 lakhs. The results 
would have been better but 
for the intermittent power cut s. 


The company was able to 

! produce 50,470 tonnes of 
erro-manganese during the 
year registering a marginuM 
rise of 2.4 per cent over the 
previous year. Tt has not 
been able to produce higher 
grades of steel like carbon 
and alloy. It hopes to start 
commercial production of 
these higher grades by the end 
of the current year. 

Excel Industries 

The seveie drought condi¬ 
tions all over the country 
during the 1979-80 has not* 
adversely affected the workingNi 
of Excel Industries and the 
company hasachieved a higher 
turnover of Rs 15.94 crores 
during the year ended Sep- 
tembei 1980 against a turn¬ 
over of Rs 15.26 crores in 
the previous year. The com¬ 
pany’s main plant to manu¬ 
facture cndosulfan at Bhav- 
nagar has been operating at 
full capacity. 





when 
iinane* 
is your 
problem 


...do not hesitatt 
to knock our door 

It is our business to assist financially 
to small entrepreneurs, be it industry, 
trade or profession, whatever your 
requirements are. do call on our 
nearest Branch for financial assistance. 

Your wilt and skill associated with 
our finance—a sure way to success 
ind prosperity. 
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Even the most technologically advanced 
process does not have to mean the most 
superior power cable What is really important 
is the capacity of the cable to perform- 
dependably and reliably, under even the 
most demanding conditions Because a 
UNISTAR cable is not only a marvel of 
technology, it is a blend of the genius and 
dedication of the people who make it. 

Today, in industrial complexes, national 
power projects, state power stations and 
Other industries. UNISTAR cables are a vital 
pre-requisite Because there is e UNISTAR 
cable for every need 

Now. UNISTAR offers the highly superior 
PEX (Crosslinked Polyethylene) Power 
Cables, in technical collaboration with ASEA , 
KABEL, Sweden 


UNI STAR range of cab'es also Include: 
Pager Instated Power Cables, Th#rmopl|M»tio 



Cables. Lift Cables, unil Cables end 
Locomotive Cables. 

UNiSTAR-precision.enainctred quality 
cables that stand the test of time-* Aiwey*. 
For more information, simply write to us. 

lAwKlbt i 

UNIVERSAL amiMM 

P.O. Birla Vikas, Seme-485005 (M4U 
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December 18 

Former USSR Premier Alexei N. 
osygin died. He was 76. 

The Plannmg Commission has ap¬ 
proved an outlay of Rs 900 crores for 
the aluminium project to be set up in 
Orissa. 

The Lok Babbs approved the Bill tp 
nationalise Sen Raleigh and Hind Cycle 
companies. 

December 19 

The Chief Controller of Imports and 
Exports has taken a series of steps to 
jtfterther liberalise the procedure for ira- 
Bprf licences for capital goods in con* 


sultation with the Union Ministries 
concerned. 

The State-owned Indian Road Cons¬ 
truction Corporation (IRCC) has been 
awarded a contract for the construction 
of a 312-km long road project in Libya, 
valued at about Rs 105 crores. 

The United Arab Emirates Minister 
of State for Foreign Affairs, Mr Rashid 
Abdulla al-Noaimi, stated that his 
country would be willing to supply more 
oil to India to meet its needs. 

Mr Chandrajit Yadav suspended from 
Lok Dal. 

December 20 

The International Monetary Fund 



announced the details of a $1.25 billion % 
subsidy plan to cut interest costs on ^ 
loans available to 83 low-income coup* 
tries plagued by high oil prices. 

December 21 

Iran aslterf the US to deposit a total ; 
of about $24 billion in Algeria before ; 
the 52 hostages arc released. 

The power capacity of Uttar Pradesh, 
Bihar and Madhya Pradesh will increase 
by 34 per cent when the coal-power 
complex in the Singrauli regioi is com¬ 
pleted with Soviet assistance. 

December 22 

The Reserve Bank of India (RBI) ban 
devalued the rupee by 1.07 per cent. The 
new middle rate is Rs 18.70 per pound. 

Sugar production during the second 
fortnight of November was about 
3,05*000 tonnes, against 1,89,030 tonnes 
during the same fortnight last year, ac¬ 
cording Indian Sugar Mills Association 
(ISMA) press release. 

Indian Airlines incurred a net loss of 
Rs 2.34 crores during 1979-80, mainly 
because of a steep #rise in the cost of 
aviation turbine fuel. 

December 23 

Bandh paralysed normal life tmi 
many parts of Assam. The Stated 
Government invoked special powers 
under the Assam Special Powers Act, 
1960, for the purpose of preventing or 
combating such activities as might affect 
or were likely to affect public order, 

Pakistan Foreign Minister Agha Stahl 
arrived in Peking for talks with Chinese 
Foreign Minister Huang Hua on the 
Asian situation and Sino-Pakistant re¬ 
lations. 

India signed a two-year agreement 
with Sweden for the export of textile 
products, which will replace the existing 
scheduled to expire on December 31, 
1980. 

The Government announced its accep¬ 
tance with certain modifications of the 
Palekar Tribunal’s recommendations on 
wage revision for journalists and non¬ 
journalists of newspapers and news 
agencies. 
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India, China and 

When the going gets tough, said Martha Mitchell, the tough 
get going. This pithy obseivation seems to be true of China’s 
policies also. The acute discomfort caused by the Russians 
prompted the Chinese to enter into an alliance dc contenance 
with the Americans. That was eight years ago. Now we find 
another deviation from the straight-and-narrow—they are 
likely to become the largest client of the World Bank. Money, 
aft said and done, is a good thing, and from newspaper 
reports it seems the Chinese are likely to receive $10 billion of 
it during the next five years. 

Given their objectives, aspirations and pretensions, the 
Chmese seem to be finding the internal constraints—both 
ideological and physical—irksome. So even as Mr Deng 
Xiaoping reduces the radical left to an unpleasant memory, 
he looks to the West to get his country out of the accumulated 
economic mess. A front page editorial in the People's Daily 
summed up the object of the whole exercise as being to give 
the Chinese “visible and material benefits”. 

The first disbursements from the International Development 
Agency, the soft loan window of the World Bank, will be 
mainly for transport and higher education, and might amount 
to as much as $2 billion annually. To prevent India, now the 
biggest beneficiary (also at $2 billion a year) from getting upset, 

Mr McNamara has said that Chinese needs will not be met 
at the cost of other borrowers, and that the Bank would raise 
additional capital. But this the Bank was proposing to do in 
any case. The intention was to double the amount available 
to $12 billion. However, after allowing for inflation, the real 
increase will be less. Even if India's share remains unchanged 
in nominal terms, in real terms it is bound to decline from the 
current level of 40 per cent. Add to this the delay in dis¬ 
bursements, and the move to accommodate the Chinese is likely 
to affect India adversely. 

The availability of the soft IDA loans for China also raises 
the issue of the validity of Chinese statistics. If the World 
Bank estimate of per capita income in China is accurate 

, ..jja rasN economist 1394 


the World Bank 

($460), the Chinese are not entitled to very soft loans. But if 
the Chinese figure is accepted ($230), they are. Obviously, 
some sort of a compromise will be reached. That this compro¬ 
mise will be largely out of geopolitical considerations hardly 
needs to be stressed. How else is it possible to reconcile this 
sharp revision in the World Bank estimate? Ironically, it 
means that the Chinese now confess to the failure of their 

/---v 
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policies. Conversely, if they don’t, it means they are fudging 
their figures and the World Bank is going along quietly. Worse 
still, these possibilities are not mutually exclusive. 

Whatever the nitty-gritties, the proposed transaction throws 
into sharp relief the failure of ideology as the engine of develop¬ 
ment. If part of the loan is indeed for education, it is a clear 
admission that adherence to Mr Mao Zedong’s views have 
left the Chinese incapable of handling the much-vaunted 
modernisation. It is no coincidence that there has been a 
massive reduction in the industrialisation programme based on 
imported technology and capital, A columnist in the People’s 
Daily has strongly criticised the unprepardnrss which has led 
to the cutback. It is difficult not to infer that the ability of 
the economy to absorb new technology is limited. Little 
wonder, then, that greater emphasis is being laid on “higher” 
education. In this respect at least India seems to have done 
’better. ■ . i 

These and other admissions of inadequacy implicit in the' 
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eftcfil te galiingfor a pilfer Wfio' view 
$HSmsdves as the only civilised nation and the lest of the 
8|>6rld as barbarians. This attitude has been reinforced by 
the shrill and often self-righteous claims to superiority based 
on ideological purity. How the Communist Party of China 
will explain these more-than-two steps backward to the Chinese 


‘peophi hi i^y of temporary rdevanae. : Of longer term 
is the fact that given ends, means and constraints, systems tend; 
to converge, if only asymptotically. One positive aspect i|- 
that the Chinese seem to be learning from past mistakes^ 
Whether India will exhibit this wholly desirable quality will 
become clear during this decade. : 


More Power At Last ? 


It is heartening to note that the growth in power generation is 
gathering momentum. The shortage of power started easing 
in September when generation improved by 6.6 per cent in 
comparison with that month last year. It went up by 7.3 per 
^cent in October. The increase in November was as large as 
®8o per cent. The first fortnight of December witnessed genera¬ 
tion going up by 16 per cent over the corresponding period 
last year. This rate of growth was a shade better than the 
15.3 per cent increase registered during the first 15 days of 
November. The months of November and December in 1979, 
of course, were bad ones for power generation because the 
serious drought then had started affecting hydel generation. 
But even if due allowance is made for this, there can be no 
denying the fact that the improvement since September is being 
well maintained. The average increase in generation during 
the 8£ months to December has been around nine per cent. 

Much more significant than the overall increase in power 
||supp)y is the encouraging trend in thermal generation. The 
improvement after the rainy season was primarily attributed to 
spurt in bydel generation. It is the thermal generation now 
which has pushed up the overall average. From April to mid- 
December, the average increase in thermal generation has been 
of the order of 10 per cent and that in hydel generation to the 
extent of 3.5 per cent. As hydel generation will have to be 
controlled during the rest of the year, the major improvement 
in the power situation will have to result from a steady 
increase in thermal generation. It is because of this that the 
turn-round in thermal generation is the most heartening 
development 6n the power front. Nuclear generation too has 
tended to improve, but as the Ranapratap Sagar project is still 
having some problems, the contribution of nuclear energy to 
litigating the difficulties in tbe power sector cannot be very 
Significant, except in Rajasthan which is primarily dependent 
on this source of energy. 

Whereas the improvement in hydel generation has resulted 
from the reservoirs getting filled to the brim during the last 
monsoons, thermal generation has gone up following the 
concerted endeavours made in the recent past for augmenting 
coal supplies and improving the operational efficiency of 
thermal stations. The stabilisation of generation from about 
1,000 MW capacity rolled towards the end of last year too has 
helped increase generation to some extent. The utilisation of 
capacity at some of tbe thermal stations is reported to have 
gone up to 50 pet cent, the average utilisation being around 
i per cent—approximately three per cent more than last 
r. If the efforts of the Union Ministry of Energy to raise 
ity utilisation of some more projects to around 50 per 


cent by the end of this year succeed, the power front should 
brighten up materially. Ultimately, of course, capacity utili¬ 
sation is to be stepped up to S2/53 per cent. 

Two other noteworthy developments this year have been a 
substantial increase in the all-important West Bengal and 
Bihar region and a steady improvement in the performance 
of the 200/210 MW units supplied by the BHEL to about 35 
per cent of their rated capacity from 25 per cent earlier. The 
improvement in generation in West Bengal and Bihar has been 
reflected in a significant increase in the output of saleable steel 
and coal. 

Some improvement has also been reported in the implemen¬ 
tation of the planned projects. The shortfall in achieving this 
year’s target of adding 2,687 MW capacity may be around only 
600 MW. Hopefully this may be restricted even to 400 MW. 
Last year the addition to capacity of around 1,800 MW fell 
short of the target by as much as 1,145 MW. Though the target 
this year had been set lower, the' addition to capacity will be 
more. The new capacity yielding generation this year, of 
course, will be substantially larger than last year, Approxi¬ 
mately 1,000 MW capacity was just rolled towards the end of 
1979-80. This has been synchronised this year. The imple¬ 
mentation of power projects this year has been more even than 
in the past two or three years. Synchronisation may spill over 
to next year only in the case of just about 600 MW new 
capacity. 

The hopeful signs on the power front should augur well for 
the recent improvement in industrial production being main¬ 
tained in tbe coming months. A substantial increase in the 
production of saleable steel, non-ferrous metals, cement and 
fertilizers, undoubtedly, is urgently called for in the interest of 
containing the staggeringly widening gap in our external trade. 
Since the power requirements of the agricultural sector are at 
a low ebb currently, the supplies to the above crucial industrial 
sectors ought to be maximised. Otherwise, the prospects of a 
restrictive import policy stare us in the face. 


The Annual Number of EASTERN ECONOMIST 
which was scheduled for the last week of 
December will now appear in the middle of 
January 1981. 
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Transmission lino towers, cranes, 
skyscrapers. Industrial structures, trucks, 
dumpers, trailers, ships, railway wagons, 
earthmoving equipment offshore structures, 
underground structures for wells and 
mines, large span bridges, hangars, 
conveyor galleries, containers, high pressure 
gas transmission pipelines, giant storage 
tanks, pressed and formed components. 
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The six major advantages 
they offer are: 

Savings in fabrication, 
transport and erection costs. 

increased payloads because 
of lower dead weight 

Stronger structures 
Good formability. 

Easy weldability. 

Superior toughness. 


Tor further information and your requirements, please write 
to any of the following 


Director of Marketing 
The Tata iron and Steel Co Ltd 
43 Chowringhee Road 
Calcutta 700 071 
Jt Chief of Production Control 
The Tata Iron and Steel Co Ltd 
Jamshedpur 831 001 
Sr Application Engineer 
The Tata Iron and Steel Co Ltd 
Bank of Baroda Building 
16 Parliament Street 
Now Delhi 110 001 
Sr Application Engineer 
The Tata Iron and Steel Co Ltd 
New India Assurance Building 
87 Mahatma Gandhi Road 
Port Bonjbay 400 023 


Sr Application Engineer 

The Tata Iron and Steel Co Ltd 

20J Mahatma Gandhi Road 

Bangalore 560 001 

Sr Application Engineer 

The Tata Iron and Steel Co Ltd 

Park Center 

24 Park Street 

Calcutta 700 016 

Application Engineei 

The Tata Iron and Steel Co Ltd 

Indian Bank Buildings 

31 North Beach Road (3rd Floor) 

Madras 600 001 


TATA STEEL 
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fjPflij President of India is supposed to be 
above the battle, not part of it. It is 
therefore astounding that Mr N. Sanjiva 
Reddy has chosen to support the farmers’ 
Imitation in Maharashtra. At a special 
convocation of the Bharatiya Vidya 
Bhavan in Bombay, he justified his sup¬ 
port for the farmers’ cause by saying that 
he was ‘‘a humble kisan*’ though not “a 
kisan leader.** In fact he is neither—he 
is the President of India. He may own 
some farmland, but does that mean that 
he is entitled to use the Presidency to 
advance his vested interest ? He was 
certainly not invited by the Bharatiya 
Vidya Bhavan in his capacity as a humble 


Mr Reddy might argue that the cloak 
of office should not be regarded as a com¬ 
plete gag. But while one can grant that 
a President should be able to go beyond 
trite cliches and sweet nothings, surely the 
Maharashtra agitation is the last thing he 
should support. We do not require Mr 
Reddy’s personal evidence to realise that 
fanners have their problems (who does 
not ?). But in Maharashtra we have a 
case where the Agricultural Prices Com¬ 
mission has estimated Rs 13 per quintal 
as a fair price for sugarcane, where the 
Market price is almost double this rate, 
despite which farmers are clamouring 
for a still higher rate of Rs 30 per quintal. 
If at all Mr Reddy had to let off steam on 
the grievances of farmers, he could 
hardly have ch: sen a worse example. 


In any case, can Mr Reddy really claim 
to be a humble kisan ? If humility is one 
of his principal virtues, it must be one of 
the better kept secrets of Rashtrapati 
Bhavan. His political colleagues in 
Andhra Pradesh certainly have other views. 
Just as dubious is his claim to being a 
|||ton. He can certainly claim to bean 
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absentee landlord. But it needs no great 
investigation to discover that he has been 
a full-time politician for several decades, 
and could not possibly have had much 
time for agriculture save in the short 
perioJ when he was in the political wilder¬ 
ness. Even his arguments in favour of 
higher farm prices reveal the absentee 
landlord beneath the veneer. 

In his Bombay speech the President asked 
the question, when industrial workers got 
bonus and other benefits irrespective of 
the profitability of the company they 
worked for, why should farmers be denied 
their privileges ? Tut tut, Mr Reddy, you 
have got your analogy quite mixed up. 
Farmars arc not employees, they are em¬ 
ployers. You might more logically have 
argued that agricultural labourers should 
get bonus and other benefits like indus¬ 
trial workers. But one finds you have 
remained strangely silent on this subject. 
You have discovered that one of the 
greatest hazards faced by farmers is snake¬ 
bite, and argued that this deserves to be 
recognised in the form of higher farm 
prices. But if you surveyed the paddy 
fields of Andhra Pradesh, you would cer¬ 
tainly find that it is not the Reddys but 
the agricultural labourers who are the 
main victims of snake-bite. And surely 
by your own logic this should be reflected 
in higher wage rates, not higher farm 
prices. Any President of India should be 
able to see this. But then you are only a 
humble kisan. 

T^he best story I heard during my recent 
Libyan visit related to the irrepressi¬ 
ble Mr George Fernandes. When he was 
Minister for Industry during the Janata 
regime, Mr Fernandes visited Libya and 
was impressed by the manner in which 
Bharat Heavy Electricals Ltd has com¬ 
pleted the Tripoli West Power Station on 


schedule and without operational prob¬ 
lems. Later in the day, he pointed out 
to some Indian technicians that in India 
there were invariably exasperating delays 
in completing power projects, and that 
the equipment rarely functioned properly 
even after commissioning. How was it, 
he asked, that the same people were able 
to do such a good job in Libya ? 

“May l be frank ?” asked one of the 
technicians. 

“Certainly**, replied Mr Fernandes, 

“The reason is,*’ said the technician, 
‘‘that in Libya we do not have people like 
Mr George Fernandes around.” 

Mr Fernandes laughed with good grace 
at this, and asked whether the criticism 
referred to his role as a trade union leader 
or as a politician. 

“Both”, was the blunt reply. 

]Mr Fernandes fared better at a meeting 
he had with the Libyan leader. Col. 
Gaddafi. The Colonel explained that in any 
lndo-Pak dispute Libya would naturally 
tend to side with Pakistan since it was an 
Islamic nation. 

“Is Islamic brotherhood a relationship 
at the level of the Government or at the 
level of the individual ?” asked Mr 
Fernandes. 

“On the level of the individual,” replied 
Col. Gaddafi. 

^ “In that case,” replied Mr Fernandes, 
“If you have 70 million reasons for frater¬ 
nising with Pakistan, you' have 80 million 
reasons for fraternising with India !” 

—Snaminathan S. Afiyar 
DECEMBER 26, 1980 
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Management of Technology 

L. K. Jha 


Early economic literature had emphasi¬ 
zed the role of land, labour and capital 
as the three principal factors of produc¬ 
tion* So the studies made of the prob¬ 
lems of developing countries emphasized 
the paucity of capital as the main obsta¬ 
cle in the way of progress. The availability 
of land, it was noted, could not change, 
and labour in most developing countries 
was abundant Countries with low in¬ 
comes had a low level of savings, so ihey 
had a chronic shortage of capital which 
perpetuated their low level of income. It 
was this vicious circle which had to be 
broken—by forcing the community to 
save more through higher taxation, and 
supplementing domestic capital by im¬ 
porting foreign capital, whether commer¬ 
cially or by way of aid. 

While the emphasis on the paucity of 
capital is undoubtedly right, something 
else, which plays a crucial role in develop¬ 
ment, gets neglected when attention is 
exclusively conccntra'ed on the physical 
inputs like land, labour and capital. The 
really dynamic element is an intellectual 
input. It is the way the physical inputs 
are harnessed, allocated and utilised, the 
technology, which explains why Japan, 
which has no iron ore, can produce steel 
so cheaply; why with a labour force of 
one per acre of land, the United States 
can get higher yields of wheat per hectare 
than other countries; and why though wc 
have today a very very high rate of sav¬ 
ings, something around 25 per cent, yet 
our growth rate last year was far below 
that it used to be when our savings rate 
was only half as much. 

Limited Perspective 

The reason why technology did not 
receive early recognition in its own right 
as the major factor affecting growth was 
that economists considered it to be a 
fortuitous clement. A kettle on the boil 
inspired the invention of the steam engine. 
Sparks from the silken thread of a flying 
kite led to the discovery of electricity. 
The economists took note of the fact that 
these technological advances necessitated 
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high levels of capital investment to derive 
the benefits they could confer. But the 
growth of technology was seen as the by¬ 
product of scientific research inspired by 
the pursuit of knowledge* without econo¬ 
mic motivation. 

However, the technological perspective 
has undergone radical changes in recent 
decades. Tremendous sums are being 
spent on research and development by 
establishments which are purely commer¬ 
cial in character, whose sole motivation 
is profit. Some of the most important 
advances in technology are coming not 
from academic institutions but from the 
multinational corporations, their factories 
and laboratories. The role of technology 
in economic progress is gaining wide 
recognition. 

Advances in Knowledge 

We owe much to the work of Edward 
Denison in breaking down the components 
that have contributed to growth in diffe¬ 
rent countries and at different times. The 
earliest efforts in growth accounting can 
be traced back to George Stigler, who 
delved i »to this issue as early as 1947. 
But starting from 1967 it s Denison who 
has provided the most valuable insights 
into the subject. His latest estimates 
show that less than 60 per cent of the 
growth in GNP in the United States can 
be attributed to the increase in traditional 
factor inputs—labour and capita] prima¬ 
rily; the remainder is the result of various 
intellectual inputs to raise productivity 
such as improvements in resource alloca¬ 
tion and a large residual element which 
he calls '‘advances in knowledge* 1 . His 
analysis of growth in other countries too 
—in Europe and Japan-confirms the 
very significant role of human as distinct 
from material factors in the growth pro¬ 
cess. Studies by Krueger in regard to the 
developing countries also give somewhat 
similar results. If in India raising the 
rate of savings to above 20 per cent, 
through heroic efforts to mobilise resour¬ 
ces through higher taxation, has not re* 
suited in a sharp $tep # up in the rate of 
growth, it is because the increase in the 
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availability of capital has been offset by 
a rise in the capital ; output ratio* which 
in fact means a decline in the efficiency 
of capital due to poor technology. 

In saying so perhaps 1 am using techno¬ 
logy in a sense which is not commonly 
accepted. We are apt to think of techno¬ 
logy as something which is closely asso¬ 
ciated with scientific advance, the word 
scientific being used restrictjvely to cover 
the physical sciences and not the social v 
sciences, if however, we relate techno¬ 
logy not to its origin but to its role in the 
economic sphere, it would be much more 
appropriate to define technology as an 
intellectual input which raises the pro¬ 
ductivity of physical inputs* 

Changes in equipment, modification in 
the scale of production, discovery of new 
processes, introduction of new products 
and new uses for old products, enlargement 
of markets, elimination of industrial dis¬ 
putes, educating the work force, planning , 
and foresight, all these which raise the 
productivity of capital and labour flow 
from improvements in technology. They 
may be borne out of the research under¬ 
taken by scientists, including, let me add, 
social scientists, or out of the experience 
of those doing a job, or out of an acciden¬ 
tal discovery. One could almost say that 
what really matters is not what technology 
comes out of, but what comes out of 
technology. 

Purposeful Experiments 

However, there is little doubt that most 
of the new technological leaps of recent 
years have come out of purposeful, 
scientific experiments conducted in labo¬ 
ratories. Huge sums are being spent on 
research by nations trying to develop new 
weapons of destruction and corporations 
wanting to expand their sales. The prao 
tical question for us is : what we can do to 
accelerate the technological advance of 
the Indian economy ? 

In India ever since Independence we 
have attached, thanks to Jawaharlal 
Nehrti*s leadership and vision, the highest 
importance to technological research. A 
large number of well-equipped laborato- 
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rkBlsaVe been set up. We have the third 
Wrgest scientific and technical manpower 
Mi the world—next only to the USA and 
the USSR.. Yet the point is often made 
that our achievements in the field of 
technology have not been commensurate 
with the outlays or with the potential 
that we have. 

Any sweeping generalisation of this 
nature has to be taken with a bit of cau¬ 
tion. In some areas, such as the nuclear 
field and agriculture, our research has 
given us spectacular results. Less specta¬ 
cular but no less significant arc the ways 
in which some Indian industries have 
Phen adapting the techniques borrowed 
from other countries to cope with Indian 
conditions and constraints. If in certain 
fields we are able to compete m developing 
country markets with more developed 
countries in winning construction con¬ 
tracts of various kinds, it is because our 
technology is more appropriate to the 
Conditions which generally prevail in 
developing countries. 

Having said this let me add that there 
is no reason whatever for complacency. 
|phc results achieved show a great deal of 
unevenness; there is justification for the 
view that steps need to be taken urgently 
to accelerate the pace of technological 
progress. 


Nature of the Links 

Some of these steps may well relate to 
matters within the research laboratories 
themselves, their staffing and promotion 
policies, their equipment, their financing 
and the like. Of these I am not competent 
to speak. What I would like to dwell 
Mpon is the nature of the links between 
^search establishments and the national 
economy. How can the former best sub¬ 
serve the latter. This in fact is the central 
issue in any discussion on the manage¬ 
ment of technology and in order to come 
up with the right answers we must bestow 
some thought to the technology of man¬ 
agement. 

If I am right in thinking that in terms 
of concrete results achieved our research 
in the nudear field and in agriculture has 
been most successful the question imme¬ 
diately arises what have been the special 
Jljlors responsible for the success. 1 be- 
jfffh they are: firstly, the tasks on which 
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the research is concentrated in both these 
sectors are set by those who have some 
specific problems to solve; secondly, ar¬ 
rangements exist for the technology which 
is evolved to be immediately put to 
practical use. In the nuclear field because 
of external constraints there are many 
hurdles in the way of our progress. These 
are easily identified, and there is no lack 
of readiness or resources to apply the 
fruits of successful research. In agricul¬ 
ture too research is conducted with con¬ 
crete objectives in view, and a mechanism 
exists through which the results achieved 
are widely disseminated to the concerned 
farmers throughout the country. 

Application of Knowlodg* 

In most other fields a good deal of re¬ 
search is conducted by scientists who 
choose their own goals. Now such auto¬ 
nomous research must be encouraged. 
But let us recognise th it it would be 
scientific research, not technological re¬ 
search. The aim of the latter is not 
discovery of new knowlege but the 
application of knowledge, new or old, to 
productive purposes. These objectives of 
such research have to be determined by 
planners, economists and above all, enter¬ 
prises which can spot the hurdles which 
have to be removed and identify the 
reas in which technology can lead to 
most beneficial results. 

The success of tcclmology as distinct 
from scientific research has to be judged 
not by considering the number of papers 
published in journals of international re¬ 
pute nor in the number of discoveries made 
but by tbe extent to which the research 
benefits the economy by bringing about 
improvements in the quality of products, 
increases in their output or reductions in 
their costs. In order that our laboratories 
may begin to make the kind of contribu¬ 
tion to our development of which they 
are capable, I think the organisational 
links between them and the rest of the 
economy need to be strengthened. In 
particular I suggest that: 

—the objectives of the research should 
be chosen not by research workers but 
planners, economists and enterprises; 

-—those who lay down the objectives 
should stand committed to provide the 
resources to exploit the results of the re¬ 


search provided they are economically 
viable; and 

—a machinery should be created to 
translate the results of the laboratory 
experiments into commercial production 
techniques, designing the machinery for 
large scale manufacture, making feasibi¬ 
lity studies and preparing project reports. 

Absence of Links 

To my mind it is the absence of such 
links between research workers and those 
engaged in production which explains the 
relatively poor performance in some .sec¬ 
tors while in areas where these gaps are 
not there we are doing much better. 

With such a large proportion of out 
production bein<* in private hands, the 
involvement of the private sector jo pro¬ 
moting technology has obvious imp or- 
tance. Private industry can either under¬ 
take its own R &D or it can make use of 
the laboratories set up by the State. For 
this tax incentives to encourage expendi¬ 
ture on research arc needed, but not 
enough. The reason why the giant multi¬ 
national corporations spend such vast 
sums of money on technological research 
is that they are locked in keen competi¬ 
tion with each other. What makes one 
corporation outstrip another is essentially 
the quality of its technology which helps 
to put new improved products in the 
market, reduces the costs of existing ones 
and enables increased sales through better 
marketing. In India there are very few 
industries which really face competitive 
conditions. There is a seller's market all 
round. When there are queues of buyers, 
regardless of quality and price why should 
any industry bother to spend money on 
research. 

We cannot of course expect in the 
near future to bring about such changes 
in our industrial structure as would lead 
to the emergence of truly competitive 
conditions over a wide area. Still it 
should be possible to devise ways which 
would make private industry, in the pur¬ 
suit of its own interests, to promote such 
technological changes as would be in the 
national interest as well.. 

I have argued that the prime function 
of technology is to raise tbe output of 
other inputs. Whatever may be the short¬ 
term ups and down, there is no doubt 
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that both capita! and foreign exchange 
will, for a long time to come, remain a 
|pry very scarce resource. Any technology 
which reduces the amount of capita!— 
foreign exchange—consumed per unit of 
output would therefore be of benefit to 
the national economy. To involve private 
industry in such an objective we need to 
make some policy adjustments which 
would give the right signals to businsss- 
men and managers. 

Price Fixation 

First of all we must give a new look to 
|ur price fixation policy. The tradition 
of providing a certain return on capital 
employed, which comes from the days of 
the Tat iff Commission, does not encour¬ 
age economy or efficiency in the use of 
capital. If the capital output ratio has 
bscn rising, and we are today using 
nearly twice as many unit’, of capital per 
unit of output compared with our early 
years of planned development, I suspect 
that a fair prop 'rtion of the captial is 
being put to unproductive use in the 
knowledge that in price fixation it would 
Sam the same return. Another feature 
of price fixation policy has been that in 
determining the level of profits, as a per¬ 
centage of capital employed, there has not 
been an attempt to distinguish between 
enterprises which have kept their costs 
Jown and those which have allowed them 
to esealat:. Since technology is directed 
towards lowering costs, the traditional 
Drice policy has almost tended to dis¬ 
courage the search for better technology. 

It goes without saying that if techno¬ 
logy lower* costs, the consumers must 
o benefit from it But if the producer 
not to benefit at all, the lowering of 
costs will not come about. The aim 
should be to provide enough incentives to 
lie producer to improve his technology 
ind lower his costs, and at the same time 
o ensure that part of the benefit of the 
ower cost is passed on to the consumers. 
Dne of the ways in which both producers 
ind consumers get the maximum benefit 
s through higher sales. If with lower 
>rices more units get sold, the producer 
:an increase his total profits, while the 
:onsumcr benefits from the lower price, 
presupposes that producers who 
greater satisfaction to the comsumer. 


either by improving the quality of the 
product or by lowering its price, are free 
to enlarge their sales. But all too often 
licensing regulations come in the way of 
increasing output in response to consu¬ 
mer preference. One of the reasons for 
this is, of course, the understandable 
anxiety to protect the small producers 
from large ones, hand-made products 
from mechnised products. But is it still 
worth considering whether in industries 
where all the manufacturers belong to 
the same category, such as the automotive 
industrial licensing could not give some 
encouragement to units whose products 
are superior in quality or cheaper in price 
and therefore more in demand from the 
consumer. 

Another way in which industrial licens¬ 
ing could encourage technological ad¬ 
vance would be by assuring firms which 
evolve new products or new processes 
that their applications for industrial 
licence to exploit them would be favour¬ 
ably considered. No enterprise will want 
to spend money on evolving new products 
or perfecting new techniques if it is not 
reasonably sure of getting an industrial 
licence to make commercial use of the 
fruits of its researeh. 

New Incentives 

Similarly both in regard to price policy 
and industrial licensing policy there 
should be a bias in favour of techniques 
and processes which make use of products 
which otherwise go to waste or are put 
to uneconomic uses, $uch as bagasse of 
sugar mills, sawdust, paddy husk and 
the like. Some concessions in respect of 
excise duties have been made in such 
cases which is all to the good. But the 
approach has been an ad hoc one, each 
case being considered on its merits. How¬ 
ever concessions provided ex-post-facto 
do not give a stimulus to new research. If 
a policy announcement to this effect were 
made, if it were also possible to apply 
for and get an assurance of tax concession 
before a factory has been set up and all 
the investments have been made, techno¬ 
logical research would receive a new sti¬ 
mulus. 

The development of indigenous substi¬ 
tutes for imported raw materials, either 
by producing in India what was being 


imported before, such as hops for mti& 
ing beer, or by finding a new indigenous 
material to replace an imported one, e.g. 
using pulp made of bamboo in viscose 
fibres, could also be promoted by a some* j 
what similar approach. There is of course 
a far bigger problem to be faced in certain 
sectors, such as energy, where the search 
for alternatives calls for expensive and 
massive research which must be funded 
by the State itself. But fiscal incentives 
can help in areas which arc individually 
not very significant but which can, cumu¬ 
latively, add up to quite a respectable 
package. 

Import of Technology 

Talking of import substitution leads me 
to the question of import of technology. 
Let me say quite frankly that 1 do not 
agree with those who plead for making 
the import policy for technology more 
restrictive on the ground of saving foreign 
exchange. In any programme of reducing 
the import bill f would give top priority 
to reducing the imports of the finished 
products by setting up loci! manufacture, 
then to the elimination of the import of 
capital goods, for the fabrication of which 
we have by now got jjraple capacity, pro¬ 
vided we can get the drawings, designs 
and the technology, and then to reducing 
the import of raw materials, for many of 
which indigenous substitutes may not 
always be possible to find. 

Indeed, if we look at the changing pat¬ 
tern of world trade over the centuries we 
see a distinct trend in favour of techno¬ 
logy emerging as the most sought after 
and desirable import. To start with, cen¬ 
turies ago, international trade consisted 
of luxury goods, the prices of which could 
sustain the cost and risks of transporta¬ 
tion across the oceans. After the indus¬ 
trial revolution and in the colonial era, 
poorer countries sold their raw materials 
bought manufactured goods from the 
richer ones. In the process more employ¬ 
ment and more wealth was generated in 
the industrialised countries, while the eco¬ 
nomies of the raw material exporting 
countries remained stagnant. After World 
War II, with the independence attained 
by developing countries, changes in tariff 
and import restrictions as well as the 
rising cost of transport has led to new 
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trends. More raw materials are being 
processed in the countries where they are 
found. More manufacturing i$ under** 
taken of goods where they are consumed. 
Capital and technology are the two iterns 
whose international movement is increas¬ 
ing by leaps and bounds. They have high 
mobility, can more from one corner of the 
earth to the other with very little costs or 
tariffs or, speaking broadly, restrictions. 
The world trade in technology rose from 
less than 3 billion dollars in 1965 to more 
than 11 billion dollars later. According 
to the USSR Academy of Sciences the 
volume of trade, in the shape of pay¬ 
ments for licences to use technology, will 
go up 10-fold by 1990 compared with the 
1973 level and amount to about $ 100 
billion. 

Judicious Selection 

What about products which we were 
once importing and in respect of which 
we are relying totally on indigenous pro¬ 
duction? Also would not a liberal import 
policy for technology act as a disincentive 
to development of indigenous technology? 
Both the issues are important, but we 
should guard against rough and ready 
answers. There are many products, the 
technology for which we imported from 
outside, which arc no longer being allow¬ 
ed for import. All too often, in the ab¬ 
sence of induction of fresh technology 
from outside and with no development of 
domestic technology, what we continue to 
produce becomes archaic. Up to a point, 
for articles of purely domestic consump¬ 
tion, it does not matter if in a poor coun¬ 
try like India some articles are not as 
good as in more prosperous countries. 
But if at all wc arc thinking of export 
markets, and we must do so more and 
mote, our products must keep abreast of 
latest technology. Let us also not forget 
that a good deal of technological pro¬ 
gress helps to lower costs and minimise 
material consumption. In the wake of the 
energy crisis a great deal of research is 
going on the world over to develop ways 
of minimising the consumption of petrol 
and diesel, in transport and locomotion 
as well as in other areas. So no rule of 
the thumb formula will work. Careful 
evaluation of the contribution which the 
import of any technology will make to 
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the economy alone out provide the huts 
for a sound import policy. 

As regards the impact of import of 
technology on development of indigenous 
technology, I am very strongly of the 
view that given proper domestic policies 
imports can provide a stimulus to indi¬ 
genous research. The success story par 
excellence in this field is that of Japan. 
It made massive imports of technology 
but worked steadily to improve upon the 
technology which it had imported. As a 
result it began • to sell technology to the 
very countries from which it had import¬ 
ed it and, much more important its, 
sophisticated products were making in¬ 
roads into the markets of the countries 
where the technology for them had been 
originally developed. In technology, we 
should not try to catch up with other 
countries but to get ahead of them. 
Let us not try to reinvent the wheel, to 
find indigenous ways of doing what others 
have done. Let us concentrate rather on 
finding better ways than others have 
found. 


Open Door Poliey 

Let us take note of the fact that even 
the most advanced countries in the world 
keep on importing technology. The 
Soviet Union and the USA are each trying 
to get at the technology of the other, 
through open import if possible and 
through more surreptitious means if 
necessary. A country like Germany 
spends more on the import of technology 
than it earns by the export of technology. 
Our expenditure on the import of techno¬ 
logy, viewed either as a percentage of 
our total imports or as a percentage of 
our export earnings, is-niuch lower than 
the corresponding figures for developing 
countries like Brazil and Mexico, as well 
as advanced countries, like Japan and 
Germany. Free access to knowledge deve¬ 
loped elsewhere would strengthen and 
not weaken our technological effort. 

But there is another problem which has 
to be faced squarely. Our industries do 
seem to have a preference for imported 
technology. It has therefore teen argued 
that freedom to import would mean that 
the fruits of indigenous research would 
remain un-utilised. Up to a point this is 
because imported technology brings With 
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tion, the layout of die plant, specifications 
of the equipment to be installed. 

As against this our own technology 
may score over the imported technology 
in so far as it is more suited to Indian 
conditions—of climate, of raw material 
availability, of consumer tastes and 
general working conditions. The main 
virtue of domestic technology should be 
not that it is indigenous but that it is 
better suited to our conditions and, 
therefore, superior. 

Tax on Technology r 

A good proportion of our research 
effort, like that of the Japanese, should 
be directed towards improving upon the 
technology which is imported. Towards 
this end it may be worth considering a 
tax on the import of technology, the 
proceeds of which would be devoted to 
further research to make it better suited 
to our economy. 

With a liberal import policy, however, 
there must be an effort to get the best 
technology on best terms. It is neces¬ 
sary to be well informed about the vari¬ 
ous souroes and the various kinds of terms 
on which technology for different purpos¬ 
es is available in world markets. The 
terms and conditions governing techno¬ 
logy transfer, particularly from developed 
to developing countries, have often been 
too onerous and highly restrictive. Indeed 
all too often what is transferred is not 
technology at all but the hardware need¬ 
ed to set up a line of production with a 
manual of instructions' to maintain the 
equipment in good working order. We 
must guard against these dangers. The 
objective should be not to restrict or 
reduce the inflow of technology, but to 
improve its quality and contribution to 
the economy. 

Let me sum up by saying that the real 
spur to higher growth and a better life 
for the people in the ensuing decade will 
have to come from technological im¬ 
provements in which I would include not 
only the fruits of scientific research but 
also improvements in management add 
marketing, in industrial relations and 
working methods. It is the human factor 
and not the material ones which holds, the 
key to our future. 
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Hunting for Libyan 

The Project Profile 

A 

Swaminathan S. Alyar 



Of all the Indian-assisted projects in 
Libya, the most glamorous is undoub¬ 
tedly the Tripoli West Power Station set 
up on a turnkey basis by Bharat Heavy 
Electricals Ltd. This is the first project 
India has ever exported of such sophisti¬ 
cation, and it has naturally raised high 
hopes for the future. But it would be 
wise to temper one’s optimism. 

The Tripoli West Power Station was 
completed without excessive delays, and 
has proved its ability to run at full capa¬ 
city. But it is necessary to bear in mind 
that the contract has entailed a huge loss 
for BHEL (nobody is willing to specify 
exactly how much, but estimates range 
from Rs 8 crores to Rs 22 crores). And 
this in spite of the export subsidies avail¬ 
ed of by BHEL. For the next major 
power project in Libya, extension of the 
Derna Station, BHEL was badly undercut 
by Brown Boveri of Switzerland, which 
landed the contract. And a similar story 
seems likely in the case of the giant 
Zuara Power Station, a 720 MW scheme 
worth 1 -2 billion dollars. Here again 
BHEL’s bid is almost 30 per cent higher 
than that of Brown Boveri. 

Narrowing the Gap 

There is scope for narrowing this gap. 
Brown Boveri has left out certain items 
in its tender, which need to be adjusted. 
And there is no question that BHEL can 
reduce its bid- For instance, it has quo¬ 
ted a higher rate even for civil works, 
where it should have a clear edge over all 
comers. Even after taking these reduc¬ 
tions into account, Brown Boveri*s offer 
is likely to be cheaper by something like 
30 million dinars (Rs 80 crores). There is 
a strong feeling that this gap can be 
closed by adequate cash assistance from 
the Indian Government, and constant 
monitoring of all aspects of ihe tender by 
a Committee of Secretaries in New Delhi. 
So large and so prestigeous is the project 
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that it is worthwhile for India to make a 
special effort in this regard. 

However, the financial aspect of the 
Zuara deal cannot be ignored. It is neces- 
sary to ensure that large projects are not 
undertaken at a huge loss over and above 
the fairly liberal export subsidies avail¬ 
able. After all, it is possible for India to 
export a wide range of goods and servi¬ 
ces which yield a good profit and involve 
no subsidies at all. While there is a case 
for subsidising high-technology exports 
like power stations, a line will have to be 
drawn somewhere. India is by no means 
very competitive in high technology 
equipment. And given the present global 
recession, multinationals everywhere 
are cutting their prices to the bone in 
order to win export orders. This has 
naturally eroded the competitiveness of 
BHEL, and there is no point in joining 
the prices-cutting race simply for prestige. 

Instructive Example 

It is instructive to look at another 
company which has done exceedingly well 
in Libya, Kamanis. This company has 
erected two-thirds of the transmission 
lines in Libya in recent years, and has been 
singled out for the highest praise by the 
Libyan authorities. Yet Kamanis may 
soon be quitting Libya altogether rather 
than make low bids which could entail 
crippling losses. Libya has asked for one 
consolidated contract for the entire trans¬ 
mission line system to come up in its 
next five-year plan. It wants a fixed-price 
contract, which means bidders have to 
make an intelligent guess regarding the 
likely cost inflation in the years ahead. 
Kamanis have quoted a substantially 
higher figure than a foreign rival, and do 
not feel justified in lowering this despite 
urgings from both the Libyan and Indian 
Governments. In the early 1970s Kamanis 
burned their fingefs badly and almost 
went bankrupt in servicing fixed-rate 
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contracts in Iran and elsewhere for which' 
they had not provided a sufficient cushion 
for cost escalation. In the last few years/ 
Libya has contributed half of the entire . 
profits of Kamanis, yet it is sticking to 
commercial principles in the tender for 
the new five-year plan and is unwilling to 
view Libya through rose-coloured glasses.; 
This realism is to be commended. 

Crippling Shortage 

The laying of transmission lines is a 
labour-intensive task for which India is 
well suited. In addition to this factor, the 
low price of aluminium in India has his¬ 
torically helped make companies like 
Kamanis competitive. But the crippling 
aluminium shortage in India has now led 
to an end of supplies for export, and in 
any case Indian prices have now been 
raised substantially, eroding the historical 
advantage. Companies like Kamanis, 
EMC and Tatas should still be able to 
win contracts for transmission lines in 
OPEC countries, but the profitability of 
such operations is bound to diminish. 

BHEL is a partner with Libya in a 
company called ECCO. This joint com¬ 
pany ha 9 won a series of orders worth 
over 200 million dollars for miscellaneous 
jobs like diesel generation, rural electrifi¬ 
cation, city distribution, electric sub¬ 
stations and some transmission liftes. i 
None of these contracts involves much ^ 
equipment from India—this comes mainly 
from Europe and Japan. But it involves 
Indian skills, and highlights the scope for 
exporting managerial expertise to Libya. 
ECCO is already managing the Homs 
Power Station, BHEL is managing the 
Tripoli West Station (including a section 
built earlier by the Fmnch), Dasturs hive 
been asked to manage a mini-steel plants 
the Projects and Equipment Corporation 
is managing a bicyle project, and Deye* 
lopment Consultants are managing a 
cement plant. 

It looks as though this aspect of Indian 

I 



not received- sutiSc^eat atton* 
| Jtoai. It sounds glamorous to export 
^JjjlHecfanology equipment, but this can 
only be done at a substantial financial 
^sacrifice. The export of expertise, on the 
? Other hand, needs no subsidies and pro- 
tides a substantial return flow of dinars 
th the form of remittances to India. 
.Given the astronomical wages demanded 
( by European experts, Indians should have 
;■ no difficulty at all in winning any num¬ 
ber of management contracts in Libya 
tod elsewhere in the oil-rich world. None 
Of these countries has the technical ex¬ 


pertise to manege the big projects they 
are setting up, and Indian experts not 
only have the skills but provide a wel¬ 
come diversification from the standard 
pattern of white experts. 

There is also a limited scope for selling 
low-technology equipment to Libya, in 
which India is competitive. White the 
focus of Libya’s development has been on 
giant projects aimed at the international 
market (steel, aluminium* petrochemicals, 
fertilisers), it is also starting small factories 
to cater for the very small domestic popu¬ 
lation. Thus an Indian company was able 


to win a 14-miHion dollars contract for a 
textile mill Tenders have been invited for 
factories manufacturing biscuits, plastic 
goods, and bicycles in the small-scale 
sector. 

But the big money will continue to be 
in civil works, where India has a clear 
competitive edge thanks to its cheap 
labour. The star Indian performer in 
Libya in 1980 has been Indian Road 
Construction Corporation, which has bag¬ 
ged the Gheriat-Derj road (worth 125 
million dollars) and the Tobruk-Agedabia 
road (worth 160 million dollars). The 


m Projects Secured in 

1970 to 1976 

Industry 

1. The textile mill by fitar Trading Com¬ 
pany, valued at about 14 million dollurs. This 
mill has tnen completed. 

2. Cugintormg consultancy contract by 
Pasture for Misijrnta Steel Plant at about 
20 million dollars. 

Electricity 

3. Tripoli West Power Station plus repair 
of boiler by BHF.L vah;edat about 115 million 
dollars. 

Airport 

4. Airport at Ghat by International Air- 
worts Authority of India valued at about 45 

million dollars. 

1977 

Industry 

5. Regional industrial development plann- 
ning studies for two zones in Libya by the 
NlDC for a quarter million dollars, August 

1977. (NT DC had earlier prepared Libya’s , 
first Five-Year Industrial Plan Perspective.) 

6. Cx cnsjon of consultancy contract .by 
Pasture for the Misurata Steel Plant for 20 
million dollars. 

Electricity 

7. Laying of transmission line towers by 
Kannni Engineering Corporation for about 
80 million dollars. 40 million‘doilars worth 
Contracted in July 1977, 

Roads 

Roads at ZJeitan by the Indian Road 
IfciXmstruction Corporation for 17 million 
dollars. Contracted October 1977. 

Agriculture 

9. A dam at Wadi Ghan by Continental 
Construction Pvt. Ltd. Valued at 80 million 
dollars. Contracted August 1977. 

Civil Construction 

10. 120-bed hospital and 1304 houses in 
Bcniwalid and Ghat by NBCC valued at 90 
million US dollars. Contractedin 1977 & 1978. 

1978 

Electricity 

11. 220 KV double circuit transmission 
line with bundle conductors from Homs to 
Misurata—100 KM—by Kamanis, Valued: 
at IS million dollars. Contracted December, 

1978. 

Airports 

2. Terminal building at Ghat Airport by 


Libya by Indian Govarnmant and 

IAAI/NBCC for about 4.S million dollars. 
Contracted May, 1978. 

13. Brak Airport by IAAI for 24 million 
dollars. Contracted June, 1978. 

OiS Hector 

14. Sub-contract for laying pipeline by 
Dodsals, valued at 25 million dollars, Con¬ 
tracted May, 1978. 

15: Oil storage tanks (9) near Tripoli by 
Vijay Tanks and Vessels 1 Pvt. Ltd. for about 
2 million dollars. Contracted August, 1978. 

1979 

Industry 

16. Management and operations contract 
of HjihvIC Cement Plant by Development 
Consultants, Calcutta. Valued at 10 million 
dollars. Contracted February 1979, 

17. Supervision of bicycle project in Ben¬ 
ghazi by PEC. Valued at 2 million dollars. 
Contracted Oct. f 1979. 

Electricity 

18. 66 KV double circuit transmission line 
from North Sarir to South Sam—100 Kms 
■—by Kamanis, Valued at 6.3 million dollars. 
Contracted July 1979. 

19. Projects won by the Libyan-Indian 
Electricity Company (ECCO) during 1979—60 
million dollars. 

Airports 

20. Construction of Airforce camp in Ghat 
valued at 10 million dollars. Contracted in 

1979. 

21. Extension of facilities at Brak Airport 
For 200 million dollars. Contract being fanali- 
sed. 

Railways 

22. Training of 120 Libyan Cadets in Indian 
Railway Institutions in India by RITES. 
Valued at 6.678 million dollars. Contract 
finalised. 

Oil Sector 

23. Four LPG Tanks in Tripoli and Zawia 
by Vijay Tanks and Vessels. Valued at 2,5 
million dollars. Contracted July, 1979. 

Hotels 

24. Hotel at Sabrata and Gyrene by TTCI 
NBCC for 60 million dollars. Contract being 
finalised. 

Civil Construction 

25- Civil work and erection of 8 sub-stations 
for 66 KV and 5 sub-stations for 220 KV 
by United Technical Consultants, New Delhi. 
Valued at II million dollars. Contracted 
February, 1979, 


Public Companies 

26. Construction of houses and school** 
and dispensaries in Ghat and Bcniwalid by 
NBCC, Valued at 47 million dollars. Con¬ 
tracted July, August and September, 1979. 

27. Construction of 52 schools in Nalut- 
Gharian and Atmarj-Darna and Institutes 
at Tripoli by HSCL, valued i*t 67.5 million 
dollars. Contracted January, June and 
September, 1979. 

28. Sewerage project, East Tripoli, by 
Raunaq International, valued at 11 million 
dollars. Contracted December, 1979. 

29. Houses, schools and clinics at Wadi 
AKBab and at Agilat for 50 million dollars 
by Turn-Key Engineering C rporatitm, 
Kerala, Contracted January, J980. 

30. Construction of Al-Orban township 
first stage, 500 houses by NBCC valued at 
50 million dollars. Contract finalised. 


Industry 

31. Management of steel rolling mill at 
Tripoli by Dasttir Engineering Company, 
valued at .1 million dollars. 

32. Management of Homs Power Station 
by ECCO, valued at 7 million dollars. 

Roads 

33. Gherial-Derj Road by Indian Road 
Construction Corporation, valued at 125 
million dollars. 

34. Agricultural Roads in Misurata by 
Indian Road Construction Corporation, 
valued at 29 million dollars. 

Railways 

35. IRCON prequalified for Tripoli-Tmiisia 
Border railway line. 

Civil Construction 

36. Construction of clinics and schools at 
Agilat by Turn-Key Engineering Corporation, 
Kerala, valued at 8 million dollars. 

37. Construction of poultry farms at 42 
places in Libya by D.S. Construction Limi¬ 
ted. Valued at 24 million dollars. 

Electricity 

38. ECCO which is a joint Indo-Libyan 
venture had booked orders worth 125 million 
dollars. These include projects pertaining to 
diesel generation, agricultural electrification 
city distribution schemes, electrical sub¬ 
stations and 600 Kms of 66 KV transmission 
line. This contract is to be executed by ECCO 
with the help of Indian sub-contractors. 
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International Airports Authority of India, 
in partnership with ^National Buildings 
Construction Corporation (NBCC) has 
secured additional work at the airports at 
Ghat and Brak worth large sums. The 
NBCC has also won other contracts for 
houses and schools. 

Here, again, the value of goods expor¬ 
ted from India for these projects is very 
limited, and rarely exceeds 10 to 20 per 
cent of the project cost. The main ad¬ 
vantage of such contracts lies in employ¬ 
ing Indian labour, which remits up to 90 
per cent of its wages back to India. 

Just as valuable is the experience which 
Indian engineers are gaining in the use of 
automatic equipment and new construc¬ 
tion methods which have yet to be intro¬ 
duced in India. There is no decent clay 
available in Libya for making bricks, and 
so almost ail new buildings are made of 
hollow concrete blocks. The trucks for 
carrying material, all have automatic tip¬ 
pling devices, as labourers are not avail- 
ble as in India to shovel material off a 
truck. Giant concrete mixers and earth- 
moving equipment are in evidence. Vibra¬ 
tory road-rollers are used for flattening 
a surface in just three or four passes, 
whereas a conventional Indian road-roller 


might take all day to produce an equally 
firm surface. 

Engineers are now realising that there 
is considerable scope for using such new 
equipment in India. Of course, wage 
rates in India are so low that sever¬ 
al forms of automation would be far too 
expensive (apart from being socially un¬ 
desirable). But there are nevertheless 
several types of equipment which can 
speed up construction in India without 
causing unemployment. For far too 
long have we been insulated in India 
from the latest trends in international 
construction. Now that we are becom¬ 
ing familiar with the latest advances, we 
can upgrade our engineering practices. A 
spin-off will also be the upgrading of 
construction equipment in India. The 
introduction of new construction techni¬ 
ques will automatically create a demand 
for modern construction equipment. 
Once the manufacture of such equipment 
is well established, it will be possible for 
India to not only speed up domestic ope¬ 
rations but cater for the export market as 
well. 

Meanwhile, India must diversify the 
type of civil contracts it is taking up 
abroad. In Libya, an Indian firm (Con¬ 


tinental Construction) w building * 
small dam worth 80 million dollars at 
Wadi Ghan. India has considerabI^flkg|| 
pertise in dam-building, yet has hardly* 
been in the international picture. This 
is equally true of railway lines. Despite 
years of trying, we have yet to secure a 
single rail construction contract (al¬ 
though we have won several consultancy 
and management ones). Libya offers a 
big chance—IRCON has been prequalifi- 
ed for tendering for the line from Tripoli 
to the Tunisian border. 

Finally, India must make a much big- , 
ger bid for irrigation and agricultural | 
projects, in which, again, it has considj£r-|| 
able expertise and the advantage of 
cheap labour and skills. It is not widely 
known that India is the only country in 
the world with a major camel-breeding 
centre, and Libya is only one of many 
countries interested in camel breeding. 
India has little experience in the capital- 
intensive irrigation techniques like drip 
and sprinkler irrigation that is popular in 
the arid OPEC countries, but has a lot 
to contribute when it comes to dry farm¬ 
ing. And Indian companies should 
taking a much keener interest in fhd 
building of canals and aqueducts. 
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Qt^ardt India's second (digest industrial base today but. 

Second to none in industrial 
development 
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Gujarat Just 20 years old and it is alitady 
first in the country in industrial development 
An outcome of a truly dynamic and su&tameo 
channelling of the natural resources of the 
State 

In the last four years 1975 76 to 1979 80 
Gujarat has recorded a dramatic mciease of 
215% m the Letters of Intent 

The pei capita disbursal of loans 
sanctioned by financial institutions ranks 
highest in Gujarat In {act, G$FQ has 
leceived the highest refinance ff$ta4pRI 


Small Scale induces have grown from 
3000 to 36000 in the past 20 years 
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Economic Analysis 

A Policy Framework for Indian Agriculture 

Dr I. 6. Patel 

This is the concluding instalment of the Coromandel Lecture delivered by Dr LG . Patel f Governor of the 
Reserve Bank of India, on December 18, 1980, The first instalment was published in Eastern Economist dated 
December 19 , 1980 . 


1 have so far pul before you a few 
reflections on policies related to agri¬ 
culture based on my association with 
the making of economic policy in 
general over the past twentyfive years 
or so. Let me turn now to a few pro¬ 
blems which worry and puzzle me 
and for which I have no clear view or 
perspective but which, in my judge¬ 
ment, have a crucial bearing on the 
future of the Indian economy and 
society. 

My first concern can perhaps be 
dismissed briefly. Not many of us 
will forget the anger and humiliation 
that we felt only a few years ago when 
staggering shipments of PL-480 food 
provided a means of exercising pres¬ 
sure on us for modifying this or that 
aspect of our national policy. A little 
later we had to be silent, if not sullen, 
spectators to learned discourses on 
the triage theory and on the inevitabi¬ 
lity and even morality of throwing out 
of the life-boat first the weakest mem¬ 
ber of the ship-wrecked community. 
The suggestion was that since there 
was likely to be world shortage of 
food, the first to be denied food aid 
in times of crises should be those 
countries—like India—which had little 
or no chance of survival, and instead 
save those who could be saved. 
I must admit that I never had the 
appetite to read this thesis in its ori¬ 
ginal book version and I am quoting 
here merely from my memory or 
metamorphosis of newspaper reports. 
In a sense, it does not really matter 


what others said or theorised because 
we already knew in our heart of hearts 
that if it ever came to the crunch it 
is we and a few other nations which 
have no brothers or cousins among 
food surplus countries who will be 
left to fend for ourselves. 

I recall this horrifying part of our 
recent experience because I have an 
uneasy feeling that we are becoming a 
little too complacent in regard to our 
food supplies. The fact that output 
can be increased by increasing in¬ 
puts does not mean that the law of 
diminishing returns is inoperative, or 
that it can be kept in abeyance for 
ever. It only means that improve¬ 
ments in technology can temporarily 
reduce its rigours or even hold it at 
bay. But the very fact that much of 
the new agricultural technology is 
energy-intensive and particularly de¬ 
pendent on exhaustible resources in 
which we are deficient should make 
us sit up and redouble our research 
efforts so that new frontiers more easily 
within our reach are continuously 
opened up. May be, this is possible and 
is already the case to some extent. 1 
am not in a position to judge. But I 
have no doubt that complacency is 
not in order. Indeed, we need once 
again something like a war-effort on 
the energy front combining measures 
of research, economy and greater 
supplies put speedily in place from 
all known and available sources. 

It is also high #me that we stopped 
overloading our economy by our 


current high rates of population 
growth. These must be brought down 
drastically by every possible means 
short of compulsion. Obvious as it is, 
it bears repetition to say that science 
is not some sort of Kamadhenu from 
which we can procure everything at 
will and without cost. It follows that 
no policy framework for Indian agri¬ 
culture, or indeed for any sector of 
the Indian economy, can be complete 
without reference to the paramount^ 
need for limiting our numbers. i 

My second concern relates to the 
possibility of reconciling growth with 
social justice in Indian agriculture. 
What are the conditions to be satis¬ 
fied if these two objectives are to be 
harmonised to a greater extent than 
at present? How can these conditions 
best be realised? If they cannot, what 
is the second-best mix of objectives 
and policies we should settle for, at 
least over the next decade or two? 

I know that these questions cannot 
answered with assurance, least of ail 
by someone like myself whose lack 
of relevant technical and other know¬ 
ledge is matched only by his lack of 
commitment to any particular brand 
of economic ideology. But these ques¬ 
tions cannot be evaded or dismissed 
as irrelevant either. Allow me, there¬ 
fore, to analyse a few significant as¬ 
pects of them as I see them. 

It is, I think, fair to say that barring 
what might have been achieved in 
the early yeats after independence 
through zamindari abolition am 
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tenancy legislation, policy on agricul- 
l^ture in India has been directed almost 
' exclusively towards increasing produc¬ 
tion with a more or less laissez-faire 
attitude towards its distributional 
aspects. Whether you characterise this 
as deliberate acceptance of a policy 
of “trickle down” given the extreme 
urgency of food self-sufficiency or 
whether you consider this—as I am 
inclined to do—as yet another ex¬ 
ample of the policy of requiring the 
public sector to provide the social 
and economic infrastructure and of 
I letting the winds of private initiative 
and opportunity carry the seeds of 
progress wherever they Iisteth, the fact 
remains that the distribution of bene¬ 
fits has been a resultant rather than 
the primary mover of the develop¬ 
mental process in Indian agriculture. 

Exceptions, of course, can be cited 
such as efforts to regulate wages for 
agricultural labour, to provide house- 
sites and even land to landless labour, 
particularly from scheduled castes, 
and to meet the credit needs of small 
farmers sometimes at specially con¬ 
cessional rates of interest. It is, 
however, nobody’s contention, I think, 
that these marginal measures have so 
fat made any material difference to 
inequalities in the rural areas. Can we 
be sure then that things could be mate¬ 
rially different over tbe next decade or 
two ? 

Fate of the Landless 

Consider first the fate of the landless 
£ labour in rural India. It is I think 
“ generally agreed that tbe problem of 
landless labour cannot be solved to 
any significant extent by distributing 
surplus lands available after existing 
land reform measures. The possibility 
of introducing and implementing even 
more drastic land reforms—affecting, 
say, all holdings above five or ten 
acres—must surely be considered re¬ 
mote. One cannot be too dogmatic 
about the possibility of absorbing the 
landless in the rural areas themselves 
in subsidiary activities such as animal 




like. But I am inclined to take a 
less sanguine view in this regard than 
most current observers. Here and 
there, some of the landless may be 
settled in subsidiary activities such as 
animal husbandry, poultry-keeping or 
growing of vegetables or mushrooms or 
social forestry by use of land hitherto 
considered uncultivable. But I doubt 
if these possibilities, taken together 
with the growth of rural industries, 
can take care over the next decade or 
two of the needs, even at minimal 
levels, of net additions through popu¬ 
lation inqfease among the ranks of 
landless labour. 

Narrow Base 

I am particularly doubtful about 
landless labour being gainfully em¬ 
ployed in so-called rural or tiny in¬ 
dustries. For one thing, the base of 
rural and household industries is too 
narrow and has become even narrower 
historically with the passage of time. 


on the benefits it can derive directly J 
or indirectly from the prosperity of J 
agrioultuie as such in the rural areas. J 
Not even the most optimistic assump* { 
tions regarding growth over the next J 
decade or two postulate that urban J 
employment will grow so fast as to $ 
prevent the number of landless labour J 
in the rural areas from continuing to ♦ 
grow at least in absolute terms. J 

The Dilemma | 

Can agricultural growth or pros- t 
perity per .re then provide a major | 
source of salvation for landless labour! | 
Here, we encounter the first possible * 
conflict or dilemma in the context of J 
growth and equity in the Indian coun- * 
tryside. If agricultural growth is to ♦ 
be the main or at least an important t 
source of alleviation of the distressing f 
condition of the landless labour, it | 
might, be tempting to suggest that J 
such growth had better be concentre- ♦ 


engaged in household industries and 
another 2.3 per cent in ‘other than 
household industries* making a 
total of 5.5 per cent as against 84.8 
per cent in agriculture. In 1961, the 
corresponding proportion of rural 
work force in industry was 7.6 per 
cent. Apatt from this historical ex¬ 
perience, it is, I think, somewhat un¬ 
realistic to expect that landless labour 
which has few traditional skills in the 
family and even less of a tradition of 
entrepreneurship would easily take to 
tiny industry. Services, I should think, 
are a more likely alternative. And I 
would include in this construction 
activity or public works and employ¬ 
ment guarantee schemes provided—* 
and this is a big proviso—there is a 
more forceful approach than at present 
to find resoures for .such activity 
through rural taxation. 

In other words, as far as landless 
labour is concerned, its escape from 
grinding poverty will depend largely, 
in my view, on the possibility of em- 


historically with the passage of time, ted on bigger rather than smaller ♦ 

According to the 1971 Census, only farmers as the former arc likely to ^ 

3.2 per cent of rural work force was rely more on hired labour at least t 


if their attitude to mechanisation is I 
not governed unduly by the desire to t 
avoid labour trouble, if is not uncom- j 
mon for the peasants, as they become j 
a bit more prosperous, to want to t 
appear socially respectable by with- f 
drawing first their women-folk and ♦ 
then themselves from certain kinds t 
of farm labour, while small farmeis ♦ 
arc not likely to provide similar scope ♦ 
of absorption of landless labour. T 

At the same time, if agricultural j 
growth depends predominantly on * 
bigger farmers and the smaller farmers f 
are gradually squeezed out, we get a t 
much larger increase in the ranks J 
of the landless labour with the passage J 
of time and the development of an J 
essentially capitalistic form of agri¬ 
culture surrounded by an ocean of 
immiserised rural proletariat surviving J 
just at the margin of subsistence. From J 
the^ point of view of the families of J 
those who are landless now, there f 
thus seems to be very little to choose f 
as between agricultural growth de- t 
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X Of alternatively on farmers with tela- 
T lively small holding. Either way, they 
X will remain where they are and the 
plight of their descendants will depend 
on the possibilities of alternative em¬ 
ployment elsewhere which would be 
influenced by the fate of growth of 
agriculture (and industry) as a whole 
and not materially by whether it is 
more or less equitably brought about. 

One can perhaps assert that from 
the point of view of landless labour— 
and presumably all those who do not 
possess and cannot hope to possess 
any productive asset or capital—what 
matters is the rate of growth of the 
economy and the general opportunity 
it offers, and not to any significant 
extent how this rate of growth is shared 
among owners of small or large pro¬ 
perties. And even the rate of growth 
begins to matter to the have-nots in 
property terms only when it begins to 
reach that critical level at which it 
begins to knock against the threshold 
of labour shortage. 

Small vs Big Farmers 


Even if we leave aside the fate of 
landless labour, what can we envisage 
as far as the viability of small farmers 
is concerned which has also a bearing 
on reconciling growth with equity in 
the Indian countryside? Is it possible 
for the small farmer for any length 
of time to hold his own against the 
bigger farmer? Expert opinion seems 
to be divided on this point. On the one 
hand it is often asserted that the Green 
Revolution has benefited only the 
bigger land-holders. On the other 
hand, a number of studies come to 
the comforting conclusion that in terms 
of per acre productivity, relatively 
small farms more than hold their 
own vis-a-vis larger farms. Perhaps 
there is no contradiction here, as it 
is conceivable that the technology in¬ 
volved in the Green Revolution is 
scale-neutral and that small farmers 
have been slower in taking to it be¬ 
cause of their greater caution based 
on lower ability to assume risks and 
lack of access to water or credit or 


That small farming beyond a point may not be viable after all 1$ already 
being Indirectly admitted by those who clamour for writing off of small 
farmers ' debts. Even though this Is done In the guise of ameliorating 
hardships caused by bad years, a proposition must be deemed non - 
viable if it cannot pay its way over good and bad years together . 


other inputs. Oncethese disabilities of 
the small farmer arc removed, there 
may be no conflict between producti¬ 
vity and equity in agriculture ai least 
so far as land-holders are concerned. 

I have no wish to question the near- 
term validity of this general conclu¬ 
sion. On a priori grounds, it stands to 
reason that the owner of a five acre 
farm is able to achieve better results 
per acre than the owner of a fifteen 
or twenty acre farm. If nothing else, 
a farmer with a smaller holding is 
likely to put in more of his and his 
family's labour per unit of land and 
also likely to exercise more effective 
care over details such as weeding 
and the like. 

But one would also be inclined on 
a priori grounds to warn against draw¬ 
ing unduly comfortable conclusions 
from limited analysis of our past ex¬ 
perience. First of all, what matters 
is compaiison over the relevant range. 
Very large farms of 20 or 30 acres or 
more may not be as efficient as farms 
of 5 or 10 acres. But it is difficult to 
believe that one or two acre farms are 
more productive than 5 or 10 acre 
farms even in per acre terms when 
there are so many necessary activities 
such as sinking a well or land levelling, 
desalination, drainage, etc., which 
require a ceitain minimum size to be 
cost efficient. Even if the conclusion is 
valid over a certain range, we cannot 
simply extrapolate it onto smaller 
and smaller holdings; 

Sooner, rather than later, as land 
gets subdivided, the conflict between 
equity and productivity in agriculture 
is likely to become real as well as 
obvious, as smaller farmers arc forced 
or enticed into selling their land to 
medium farmers. Indeed, even today, 
there are many people who believe 


that activities like landscaping for 
preservation of moisture, desalination, 
drainage, etc., cannot be undertaken 
beneficially except on the basis of 
relatively large farms, and that even 
private tube-well irrigation is not 
economic or cost-effective, as com¬ 
pared to minor or medium or major 
irrigation of a public character.. It is 
difficult to believe that the eternal 
problem of economies of scale at least 
within certain relevant ranges can for 
ever be kept at bay by technological 
change. Nor is it easy to believe that 
half-way houses like voluntary con¬ 
solidation of holdings or cooperative 
farming or provision of common ser¬ 
vices through cooperative effort would 
be feasible in Indian conditions to 
any significant extent. 

That small farming beyond a point 
may not be viable after all is already 
being indirectly admitted by all those 
who clamour for writing off of small 
farmers' debts or for periodically con¬ 
solidating them and prolonging their 
maturities. Even though this is done 
in the guise of ameliorating hardships 
caused in bc^d years, a proposition 
must be deemed as non-viable if it 
cannot pay its way over good years 
and bad taken together. Unless we 
characterise all talk of debt relief in 
one form or another for the small 
farmers as encouragement of wilful 
default and nothing else, the conclusion 
is inescapable that, beyond a point, 
small farming is not viable. If so, 
the remedy lies not in providing credit 
to such small farmers but in providing 
them with altei native gainful work 
and, failing that, unemployment relief 
if we have the courage to raise resour- 
es for that in non-inflationary ways. 
Otherwise, we only waste scarce re¬ 
sources in an elaborate charade to ^ 
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' disguise the foot that the Icing has ho 
pHothes in any case. 

One cannot help feeling that given 
, the diversity of conditions in the 
country—and with our penchant 
for tolerance and coexistence 
of everything—we would perhaps 
have a. combination of different 
situations in different parts of the 
country for many years to come. 
Thus, to some extent, small but relati¬ 
vely inefficient farms will continue if 
only because of inertia and lack of 
precognition of a clearly superior alter¬ 
native. If farm incomes can be supple¬ 
mented by other ancillary activities, 
the plight of the surviving small 
farmers may not be all that bad. In 
a few places, cooperative effort may 
more or less succeed in harmonising 
growth with equity. But perhaps the 
more general pattern would be the 
emergence of a more or less middie- 
peasantry form of capitalist agri¬ 
culture. Neither growth nor equity 
will hold a firm sway and we will 
P alternate from time to time between 
policies aimed at one or the other in 
response to conflicts and pressures 
from or as between different groups 
of producers. 

Unpalatable Proposition 

To some extent, of course, we can 
try and make this somewhat untidy 
and grim scenario a little less in¬ 
tolerable by appropriate policies. Thus 
small farmers who cling on can con¬ 
tinue to be helped in regard to credit, 
JPEvater, extension facilities and support 
prices. Hie medium-farmers may be 
denied the benefit of subsidies of any 
kind and particularly those which 
encourage them to employ labour- 
saving methods of production such 
as the use of tractors and harvesters. 
They may even be made to shoulder 
an appropriate share of the burden 
of supporting public investment, and 
social welfare schemes. But with all 
that, growth and equity will not be 
adequately harmonised with the 
^result that the prospects of overall 
aprowth. and general well-being will 


be less satisfactory if only because 
conflicts within the society will con¬ 
tinue to foster at many points. 

Should we seek a way out of this 
by letting the process of capitalistic 
farming take its natural course, and 
perhaps also by accelerating it? To 
answer this question we must return 
to what I had to say earlier about 
landless labour. 

Capitalist Farming 

If circumstances arc such that 
a high rate of growth can be 
achieved &id sustained both in 
agriculture and industry under a system 
of mote or less capitalistic agriculture 
and the present somewhat mixed pattern 
in industry and finance, such a course 
would perhaps be the most natural 
if not the one most generally desir¬ 
able. It would sooner or later reverse 
the process of immiserisation of the 
landless and the generally property- 
less without hopefully any serious dis¬ 
location in the meanwhile. In regard 
to the circumstances under which this 
may be possible, we are generally 
urged to turn to an examination of 
those aspects of Japanese or German 
society and economic organisation 
which make their economic perfor¬ 
mance so much better than that of 
others. But whether good growth 
models make good transplants is a 
moot question. And 1, at any rate, 
remain sceptical even in this regard. 

What happens then if the somewhat 
mixed and untidy pattern outlined 
earlier proves unstable and at the 
same time we cannot move on to 
a more capitalistic form of farming 
with a high enough rate of growth 
generally capable of absorbing sooner 
rather than later all surplus labour 
at acceptable levels of living f The only 
answer then—whether feasible or not 
—would be some form of collectivisa¬ 
tion of agriculture not so much be¬ 
cause it is superior to a capitalist 
form of agriculture in terms of effi¬ 
ciency of production but because it 
offers, if I may put it that way, better 
chances of disguising unemployment 
in a socially acceptable form. In deve¬ 


loping countries with a slow rate of 
growth and considerable unemploy¬ 
ment, socialisation of the means of 
production and particularly of land 
may thus have its primary justification 
not so much in the interest of growth 
as in the interest of equity. 

This, I think, is the main reason 
why socialism makes better sense and 
has greatet appeal at the early stages 
of development in poor countries with 
generally very modest prospects of 
delivering rapid growth. Even i f socia¬ 
lisation does not necessarily initiate 
soon the process of rapid growth, 
it can serve a vital purpose in that it 
might make even slow growth less 
intolerable or unacceptable than would 
otherwise be the case. And in time, 
and given favourable political and 
other factors, the growth process also 
could hopefully be accelerated along 
this road, at least till such time as 
considerations of individual motiva¬ 
tion and initiative can once again no 
longer be neglected and dictate taking 
a somewhat more capitalistic path. 
The rhythm of social and institutional 
change thus may have to be different 
at different times and places. The trick 
or the luck lies in being able to alter 
this rhythm at the right time and in 
the right direction. 

Serious Questions 

It is not, of course, my purpose to 
predict or to prescribe what course the 
structure of Indian agriculture is likely 
to take or should take. But I hope 
I have as a minimum indicated that 
there ate at least serious questions here 
which deserve greater attention and 
analysis. 1 find it particularly intriguing 
that much of the passion for socialism 
or nationalisation in India is reserved 
for modern industry and finance. After 
all, it was private ownership of land 
which was an anathema to early theo¬ 
rists of socialism; and the question of 
social ownership of land deserves at 
least serious discussion. 

Things change so rapidly now¬ 
adays that our present assessment 
of feasibility need not circumscribe 
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1 the bounds al least of thought 
J and speculation. And even if our 
J peculiar genius may be for coexis- 
t tence of mutually contradictory or 
J conflicting things nothing remains—or 
X ought to remain—unchanged for ever 
X so that the question still needs to be 
j answered whether economic and social 
j policy should seek to accentuate this 
J or that particular clement of our social 
1 and economic amalgam. 

I 1 said at the beginning that my 
X purpose was to reflect on some 
J aspects of policy towards agriculture 
1 in India and to raise a few questions 
I that trouble me as I look ahead 
J at the future. I also said that 
X looking back, 1 was struck by the 
1 growing consensus on so many issues 
X surrounding Indian agricMtutc which 
J were once the centre of considerable 
X debate and conti oversy. Perhaps you 
X have appreciated by now my main 
X anxiety, namely, the apprehension 
J that this very consensus might come 
t in She wxiy of a truly critical approach 
X to our problem that is all the more 
X needed at present. Although it does 
X not make sense any longer to speak of 
X the intrinsic or absolute importance 
X of agriculture or industry, or even 
X to plan for anything more than public 
X investment in the infrastructure re- 
X quired for each of these sectors leaving 
X the rest to flexible use of economic 
X policy instruments, there is a danger 
X that investment policies may be based 
X on misguided considerations such as 
t those confusing a desirable distribu- 
X tion of incomes with an actual dis¬ 
tribution of incomes or those emanat¬ 
ing from the pressures and prejudices 
of politically dominant classes. 

X For the same reason, there is need for 

utmost care and courage in resisting 
all attempts to divert resources unduly 
X to one sector or the other, particularly 
J through indiscriminate or even per- 
i verse subsidies and non-rccovcry of 
X legal and contractual dues, through 
X not bearing an appropriate share in 
t taxation, and by vitiating price sup- 
T port and other desirable policies into 
X engines of inflation which eat up 
i scarce in vest i ble resources and stir 


There is need for utmost care end courage in resisting all attempts to 
divert resources to one sector or the other particularly through indiscri¬ 
minate or perverse subsidies or non-recovery of legal or contractual 
dues and by vitiating price support or other desirable policy instruments 
into engines of inflation which eat into scarce investible resources. 


up at the same time avoidable new 
conflicts between group and group. 

When it comes to deciding what is 
basic and deserving of price support 
and distribution through public agen¬ 
cies, it is necessary to limit the items 
severely to those of interest to the 
poorest strata of society while exten¬ 
ding coverage at the same time to the 
entire country, if the problem is to 
be both manageable and tackled in 
the interest of greater equity overall 
as distinct from serving merely sectional 
interests. No departure should be per¬ 
mitted from the principle of only one 
national policy for any agricultural 
product at a given time, and the attem¬ 
pts of State Governments to circum¬ 
vent this one way or another should 
be resisted, if we are not to unleash 
escalating pressures towards inflation 
and a sacrifice of scarce resources. 

On the other hand, it would be 
suicidal to allow the present somewhat 
comfortable supply position for many 
agricultural products to lull us into 
a sense of complacency regarding the 
future. Indeed, given the new dimen¬ 
sions of the energy crisis, efforts to 
deploy scientific and technological re¬ 
search to tackle newer and more diffi¬ 
cult problems will have to be continu¬ 
ally stepped up and efforts to reduce 
drastically the rate of growth of our 
population will have to be much more 
determined and pointed than before. 

Lastly, I have at some length tried 
to show that it would by no means be 
easy to reconcile in future the claims 
of growth and equity in Indian agri¬ 
culture. Harmonisation of these aims 
is theoretically possible under a 
capitalistic form of agricultuie where 
middle-sized farms, predominate if con¬ 
ditions of social harmony and order¬ 


liness as also of the international and t 
technical environment are such as to ▼ 
deliver a high rate of growth in agri- t 
culture as well as industry. Such har- ♦ 
monisation is also possible along the. ♦ . 
other route of socialisation of Jana 
ownership not so much because it is ♦ 
inevitable for raising productivity but f 
because it will disguise less intolerably ♦ 
the unavoidable increase in the army r 
of the unemployed for quite some ♦ 
lime to come. ♦ 

Failure to summon up the effort ♦ 
required to move decisively lowaids X 
a successful capitalist or socialist ♦ 
path in Indian agriculure must ♦ 
necessarily result in the evolution andL^ 
continuance of some kind of a mixed' 
pattern in which neither growth nor T* 
equity will he adequately served. Con- ♦ 
flicts and pulls in different directions J 
will then continue to compound and t 
aggravate our already stupendous pro- f 
blems. Even so, economic and social f 
policy will have a role to play in allc- X 
viating the situation, and given luck, t 
adequate organisation and leadership, J 
and technological progress of the l ight J 
kind, a mixed pattern can be made * 
reasonably stable as well as toler- t 
able. 

I am well aware that all this falls ? 
far short of a recipe for action or a J 
framework for policy, let alone a $ 
prognosis of the future. But I am sure, X 
you at least will understand if I plead j 
that we economists also cannot escape j 
the Indian malady of trying to sec J 
everything in the round without rieces- f 
arily coming to any particular resting f 
point. That way, al least, we keep the J 
wheel of debate and discussion turning J 
and ensure that such worthwhile en- J 
deavours as the Coromandel series of j 
lectures will never run out of steam. ^ J 
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Textile Export Strategy 


There is considerable uncertainty over 
the future of the Multi-Fibre Arrange¬ 
ment (MFA) which expires next year. 
Nearly 22 developing textile exporting 
countries at their recent meeting at 
Bogota, Colombia, decided to act in 
k^mison and coordinate their efforts 
^^ough consultations and negotiations. 
This was brought out at the seminar on 
‘Intenational trade in textiles during the 
go's,’’ held in Bombay on the occasion of 
the TEXPO India ’80 Fair. 

Participants at the seminar expressed 
concern that the commitment of develop¬ 
ed importing countries to liberalise worJd 
trade in textiles and clothing remained 
unfulfilled. To make the position worse, 
the restrictive nature of the legime 
jrnder MFA was aggravated by the 
pKrestrained trade among developed 
countries, something which grossly dis¬ 
criminates against developing countries. 
The ideal thing would be to see that world 
trade in textiles and clothing is liberalised 
in real terms by means of a gradual re¬ 
turn to free unfettered trade in confor¬ 
mity with normaJ GATT rules and prac¬ 
tices. While this may be the ideal worth 
pursuing, it is doubtful whether it is 
practicable at the present stage. The 
attempt, therefore, should be to sec how 
far the difficulties to the developing coun¬ 
ts by any new arrangement under MFA 
In be minimised. 


Misused Facility 

While developed countries severely res¬ 
trict textiles and clothing imports from 
developing countries, they continue to 
expand substantially their exports to 
developing countries not only of textile 
machinery, chemicals fibres, and related 
products, but also of non-textile products 
affecting the overall trade balance. The 
so-called ‘reasonable departures’ clause 
contained in the 1977 Protocol Extension 
Jpthc MFA has been misused and has 
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given rise to widespread lack of disci¬ 
pline in observing the various provisions 
of the original arrangement. Also the 
concept known as ‘Cumulative Market 
Disruption’ which is extraneous to MFA 
is detrimental to the interests of exporting 
countries, especially small suppliers and 
new entrants. 

Although textiles and clothing is one 
of the most important products group 
exported by developing countries, the 
latter’s share of both world trade and the 
developed countries’ apparent consump¬ 
tion of those products remains small. 
Such trade, it must be mentioned, con¬ 
tinues to be dominated by developed 
countries. la 1977, for instance, over 75 


T. T. Vfjayaraghavan 
writes from Bombay 


per cent of world exports of textiles and 
clothing to developed countries was from 
other developed countries. The MFA, as 
negotiated in 1974, it must be conceded, 
represented a compromise between the 
conflicting interests of the developed and 
developing countries. There is reason to 
believe that the carefully balanced pro¬ 
visions were generally observed by parti¬ 
cipating countries during the period 
1974-77. 

The trouble arose when the MFA 
was extended in 1978 with a protocol that 
included a clause for temporary “reason¬ 
able departures”. The unfortunate pro¬ 
vision, although intended to deal with 
limited specific problems,has been mainly 
used by developed importing countries as 
a licence to disregard the terms of the 
MFA and to extract highly restrictive 
bilateral agreements by developing coun¬ 
tries. Thus the exploitation by the develo¬ 
ped importing countries of the ‘reason¬ 
able departures’ provision often made the 
basic provisions of the MFA almost 
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meaningless. It should also be mentioned 
that the imports of textile products from 
developing countries are not the major 
cause of declining employment in the 
textiles and clothing sectors of OECD 
countries as generally made out. Inde¬ 
pendent studies have shown that changes 
in demand and improvement in producti¬ 
vity :*tc far mole important factors than 
imports. It also cannot be ignored that 
over 75 per cent of imports were from 
other developed countries. 

The Future 

The point now is what is going to be 
the future? The Hong Kong Textile and 
Clothing Jndustiies Joint Conference 
which was held recently at Hong Kong 
has adopted a pragmatic approach which 
deserves to be carefully examined since 
it represents broadly the views of the 
participants at the Bogota conference. 
The point made is that any new form or 
arrangement of MFA must provide for 
a clear and unequivocal growth rate. It 
does not want any MFA in which growth 
rates and flexibility provisions are not 
clearly defined and quantified. It does 
not also want a MFA in which a general 
waiver is included that would permit 
participating countries to depart com¬ 
pletely from the letter and spirit of the 
parent arrangement. The conference has 
suggested that consideration of the future 
MFA should be based on sound analysis. 
Before the Governments of the participa¬ 
ting countries apply theii minds to the 
several problems a serious study must 
be made of: (1) changes in the pattern 
of world trade in textiles since the ince¬ 
ption of the MFA; (2» changes in pro¬ 
duction techniques and effects on em¬ 
ployment ; and (3) pre blems causing acute 
concern to the industries of the developed 
importing countries. There is much to be 
said in favour of the approach made here. 

In the meantime that the outlook for 
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We’ve got the 
fabric. 

You ve got the 
figure. 


Whtn yotf male# tome of India 0 # flnaat 
fabrics you also know that no two 
people are tha same. 

What, for Inatanoa, looka good on V 
may look tarribla on V* 

Jtyajee undaratanda» 

That 0 # why our rang# la a wlda ono* 
Wa hava fabrics for tha young, tho 
aldarly and thoaa in tha mlddla 
yaara. Fabrics for man & woman. 
Fabrics for svary pockat. Fabrics 
' In a rich and varied ranga of 
designs and colours. 

ITs a ranga that has aomsthlng fm 
av#ry body. 
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textile exports so Car as India is con¬ 
cerned is not quite good. Addressing the 
annual general meeting of the Cotton 
•textile Exports Promotion Council 
(TEXPROCIL) recently, Mr Sudhir K. 
Thackersey, its Chairman pointed out that 
the exports of cotton piecegoods, cotton 
thread and cotton made-ups falling within 
the purview of the Council amounted to 
Rs 275 ctores in 1979-80 representing an 
increase of about 25 per cent over the 
level reached in the previous year. But 
the outlook for the current year does not 
seem to be quite bright because of several 
adverse factors. For one thing, the develo- 
gped countries ate more anxious now than 
before to restrict imports of textiles from 
the developing countries, because they are 
keen on safeguarding the interests of 
their own textile units. Second, there 
is expansion of trade in textiles among 
the developed countries themselves, es¬ 
pecially between the IJS and EEC. It 
would also appear that several of the 
developed countries arc keen on wooing 
China for both economic and political 
reasons. Often this happens at the ex¬ 
pense of traditional suppliers like India. 
#The need for a sound policy for textile 
imports for safeguarding the country’s 
share in the global trade cannot, there¬ 
fore, be exaggerated. 


The world trade in textiles reflects a 
position in which 48 per cent of the 
total textile trade consists of cotton and 
52 per cent of blends and synthetics. 


Ouf exports of blended and synthetic 
textiles are almost nonexistent in com¬ 
parison with world exports. Some time 
ago, the Indian Cotton Mills’ Federa 
tion, in a comprehensive note on changes 
in textile policy, had made a number 
of constructive suggestions for boost¬ 
ing exports. Thus, it urged that 
conscientious efforts should be made 
for exports of value-added items. The 
accent should be from low quality to 
better quality goods, from grey to non¬ 
grey, from yarn to sewing thread, from 
cloth to made-ups and garments. Areas 
where this is possible should be clearly 
identified and energetic efforts made to 
achieve the end in view. It has also sugges¬ 
ted that to cater for the world demand on 
a long term basis, there is need for the 
installation of special type of machinery. 
With a view to harnessing mills towards 
such exports, a profitability higher than 
the one obtaining in the domestic market 
will have to be ensured. For this, special 
assistance programmes arc needed. 

Mr Thackersey in his address to Tex- 
procil underlined the need for expansion 
of the weaving capacity of the organised 
sector. This should be coupled with em¬ 
phasis on machinery modernisation and 
the use of sophisticated machinery and 
equipment. The expansion of weaving 
capacity with most modern machinery 
for meeting export neeeds can be effected 
without compromising the Government’s 
policy of reserving for the decentralised 



sector substantial part of the increase 
in the domestic demand. There should 
be duty free imports of wide width looms, 
new or secondhand heavy duty looms to 
manufacture canvas and denims and 
sophisticated processing machinery for 
processing wide width fabrics for the 
bedlincn trade. The primary need is to 
step up the pace of modernisation to 
narrow down the technological gap to 
the extent possible. He also suggested 
duty-free import of polyester fibre. While 
expressing strongly in favour of ihc need 
to continue the present cash compensa¬ 
tory support on a firm long-term basis, 
he pointed out this did not fully cover 
the taxes borne by the export products 
and was also inadequate to support a 
major thrust in the overseas market. He, 
therefore pleaded that export promotion 
schemes should be made valid for three 
years in keeping with the recommendation 
of the Alexander Committee. All this 
needs careful attention for building up of 
our exports on a more sustained basis. 


Foodgrain Output 
for 1980-81 


Expectations op a bumper kharif crop of 
80 million tonnes have been belied. The 
latest estimates put it at not below 78 
million tonnes—the record level achieved 
in 1978-79 — but not much above it 
either. In all probability, it will he 
around 78.5 million tonnes. The lower¬ 
ed expectation is due to the erratic rain¬ 
fall in some States. The output of the 
main kharif cereal, rice, is expected to be 
around 50 million tonnes. Taken along 
with the summer rice output of 4 million 
tonnes, total rice production this year 
will be in the region of 54 million tonnes, 
which is just 0.2 million tonnes more than 
the record crop of 1978-79. The Minifr* 
try of Agriculture is hopeful of achieving 
an output of 63 million tonnes by 1985. 

Rabi prospects, which, owing to defi¬ 
cient rainfall, had not looked very cheer¬ 
ful till now, have brightened consider* 
ably after the current widespread winter 
rains. The main effect of these rains will 
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be that it will permit a large* area to be 
sown. Otherwise, in the absence of sub¬ 
soil moisture, the full potential would not 
have been realised. Rabi sowings take 
place mainly during Oclober-December 
and since rainfall during September and 
October was less than desirable, there 
had been some fear of shortfall in area 
sown. On current estimates, if all goes 
well, wheat output this year may be in the 
region of 35 million tonnes, the level 
achieved in 1978-79. The Ministry of 
Agriculture intends to raise wheat pro¬ 
duction to 44 million tonnes by 1985. 

But, how much was the total foodgrain 
production last year? 1980 is drawing to 
a close and yet no figures are available. 
Even the Reserve Bank of India is quot¬ 
ing press reports. While some experts in 
the Ministry of Agriculture are of the 
view that output was in the region of 109 
million tonnes, another view maintains 
that it could not have been less than 114 
million tonnes 

After all, there were large harvests in 
1979-80 of crops like cotton, jute and to¬ 
bacco. All these are rainfed crops, which 
would certainly have been badly hit if it 
was really “the drought of the century”, 
as some have labelled it, The price of 
fibres actually declined in 1979-80, some¬ 
thing which has never happened before 
in a drought year. 

Old Trick 

Hence one must take with a generous 
pinch of salt the Agriculture Ministry’s 
estimate of a grain crop of only 109 mil¬ 
lion tonnes. Perhaps the Ministry is mere¬ 
ly up to the oJd rrick of painting a grim 
picture in order to ensure higher Plan 
allocations. But there are also dark 
stories of low figures being engineered 
to prove that things went to rack and 
rain under the Janata Party and Lok Dal 
It remains to be seen what the final food 
figures for last season will be. But it is 
regrettable that figures of such a crucial 
nature are no longer produced by adding 
up micro-reports but actually negotiated 
by experts with differing viewpoints. 

Meanwhile it is depressing that food 
production in the current season is not 
going to be appreciably higher than in 
1 1978-79. The failure of the rains in Sep- 
ffttgmber is widely quoted as the reason for 
a reminder that we are still depen- 
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dent ott the rain gods. However, if the 
Agriculture Ministry succeeds in engineer¬ 
ing a foodgrain figure of 109 million ton¬ 
nes for last year, even a harvest of 131 
million tonnes this year will represent an 
upward jump of 20 per cent. This will be 
small consolation to the common man, 
but will come in handy to the Press Infor¬ 
mation Bureau in boasting of the record 
of the Government in its first year in oilice. 

Turn-round in 
Industrial Growth 


Even though the latest assessment of 
the Union Finance Ministry puts the 
likely growth in industrial output this 
year around four per cent—approximate¬ 
ly half of what was expected at the begln- 
ing of the year—a definite turn-round has 
been established on the industry front 
since October. Industrial production 
started picking up in July, but the pace 
of growth was very slow up to September 
with the result that the overall growth 
rate during the April-September period 
still remained negative. A marked im¬ 
provement is stated to have taken place 
in October following a good kharif crop, 
the easing of the coal and power situa¬ 
tions and stability on the industrial rela¬ 
tions front. 

The provisional data available with the 
Ministry of Industry suggest that the 
industrial production index in October 
should register a rise of nearly five per 
cent over the level in the corresponding 
month last year. This will convert the 


negative growth of the prrribus ifis 
months into a positive growth of nearly 
two per cent during the seven months to, 
Octobcr-end,' in comparison with the j 
output in this period last year. Further 
significant improvement in the cog! and 
power situations since November, un¬ 
doubtedly, would have fostered industrial 
growth, as the demand of power for agri¬ 
cultural purposes has been comparatively 
less this year than during the correspond* 
ing period a year ago. The position would 
have been better had the linkages of some 
important industrial consumers of coal 
with specific supply areas not inhibited 
their production. 

The provisional production data for 
October for 29 industries (including the 
infrastructure industries), with a total 
weightage of 47 per cent in the industrial 
production index, indicates an increase 
of five per cent over last year and 0.2 per 
cent over September this year. The in¬ 
frastructure industries, such as power, 
coal, saleable steel, crude oil and petro¬ 
leum products and cement, are stated to 
have yielded about four per cent more 
output in October compared to the pro¬ 
duction in this month last year. The im¬ 
provement over the previous month (Sep¬ 
tember 1980) was of the order of about 
seven per cent. 

The issuance of letters of intent and indus¬ 
trial licences and the grant of approvals 
for foreign collaborations and capital 
goods has been expedited a great deal during 
the recent months. The fresh applications 
for letters of intent and industrial licences 
too have registered a sizeable increase— 
about 31 per cent. Between January and 
November, foreign collaboration and 
foreign exchange and capital goods ap- j 
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82 per (Sut and 60 per cent, respectively. 
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All this should suggest that there is some 
Improvement in investment dimate. 

Coal Output and 
Movement 


The target of producing 113.50 million 
tonnes of coal this year may be accom¬ 
plished if the improvement in output 
witnessed recently is maintained during 
Hhe coming months. The Minister for 
Energy, Mr A.B.A. Ghani Khan Choud- 
hury, revealed last week at a meeting of 
the Parliamentary Consultative Commit¬ 
tee attached to his ministry that coal rai¬ 
sings registered an impressive increase of 
17 per cent during November over the 
production a year earlier. The output 
Upto October was stated to have been up 
by seven per cent from the level during 
the corresponding period last year. With 
the power supply position in colliery 
|areas likely to case further and not in¬ 
significantly, the maintenance of the ris¬ 
ing tempo of coal production, indeed, 
can be expected. 

The accomplishment of this year’s coal 
production target, however, will still en¬ 
tail a substantial drawing down of the 
pithead stocks of 14.05 million tonnes on 
April 1, as even though the demand esti¬ 
mate of 122.1 million tonnes may prove 
to be on the high side following less than 
proportionate increase in consumption in 
the early months of the year, yet it may 
not fall below 118 million tonnes. Im¬ 
ports of coking coal are likely to be not 
more than a million tonnes. 

With production now showing an up¬ 
trend, it is imperative that the movement 
of coal by railways should be streamlined. 
This movement improved somewhat, par¬ 
ticularly to the thermal power stations 
and the steel plants, after mid-October. 
But the average daily loadings of coal are 
understood to have again suffered some 
setback in the past few weeks. The aver¬ 
age daily availability of wagons for coal 
movement in November did not exceed 
.2*500 wagons, as against 9,000 in the ter- 
Knal 11 days of October. The plans to 


concerted drive to reduce the backlog of 
maintenance and acquisition of a subs¬ 
tantially larger number of new wagons 
have not yet yielded the desired results. 

With a view to containing the oil im¬ 
port bill through diversification of the 
energy base of the country, it, of course, 
is heartening to note that the sixth Plan 
coal production target is envisaged to 
be set at 165 million tonnes which will 
mean a 10 per cent growth per annum. 
Besides installing captive power genera¬ 
tion units in the colliery areas to ensure 
that power shortage does not affect coal 
output, the clearance of the new coal 
mining projects has been accelerated. 
As many as 20 new projects, involving 
an investment of Rs 394 crores, are stated 
to have already been cleared this year. 
When implemented, they will yield pro¬ 
duction to the tune of 30.84 million 
tonnes. Another 21 projects, involving 
an investment of Rs 383 crores, are said 
to be under active consideration for sanc¬ 
tion. Their production potential will be 
around 29.5 million tonnes. As most of 
the new schemes will be for open-cast 
mining, their gestation period will be 
short. Most of these schemes are pro¬ 
posed to be completed by the terminal 
year of the sixth Plan. To improve the 
situation further, external assistance is 
bung sought from the USSR, the United 
Kingdom, France, West Germany and 
Poland for introducing modern high- 
production technology in coal mining. 

Steps to Boost 
Carpet Exports 

Until the oil boom, Iran was a major 
supplier of carpets in the international 
market. Lately, however, production of 
carpets in Iran fell steeply. In consequ¬ 
ence there developed a gap between 
supply and demand for hand-knitted 
carpets in the world market. 
This was a situation of great potential 
advantage to India and Pakistan. Sadly, 
while Pakistan has grasped the opport¬ 
unity with both hands, India has been 
lagging behind. Thus, in 1979 Pakistan 
exported carpets worth R$ 200 crores 
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while India managed a relatively meagre * 
Rs82 crores. 

Since India is in a position to do at 
least as well as Pakistan if not better, it 
is heartening to find that the Government 
is proposing to take steps which will 
give a boost to the export of carpets 
from India. 

Amongst the steps envisaged is the 
elimination of duty on imports of wool. 
This step is bound to improve the qua¬ 
lity of carpets because it is essential to 
have semi-worsted yarn made out of a ^ 
proper blend of long staple wool (which 
is imported) and short staple wool. The 
loss of revenue of this account will be 
more than amply made up by the result¬ 
ant increase in export earnings. 

Export Promotion Council 

The Government also intends to set up 
a carpel training institute and a separate 
carpet export promotion council. India 
is also likely to take part in an interna¬ 
tional trade fair at Jeddah to explore the 
West Asian market for carpets. Market 
studies were also being conducted in 
Europe and America. It would help 
further if the Government also increased 
the limit on spindles, to 2,400 for semi¬ 
worsted units, as it has done in the case 
of worsted and woollen mills. This 
will have the additional beneficial effect 
of creating employment for about 2,000 
weavers. 

Similarly the exports of machine-made 
carpets too can be raised by nearly 2£ 
times. For this, in view of the low inter¬ 
national prices it might become necessary 
for Government to grant some kind of 
cash incentives to the industry and also 
extend a duty draw-back facility to com¬ 
pensate for the duties on raw materials 
and intermediate inputs. 

Special efforts need to be made lo fur¬ 
ther develop the resources of Bikaner 
Chhokla in Rajasthan where efforts are 
already being made to increase the num* 
ber of knots in hand-made carpets. 

The Minister of State for Commerce , 
told Rajya Sabha that the exports of 
band-knotted woollen carpets had risen 
to nearly Rs 100 crores in 1978-79 but 
had fallen to Rs 97 crores in 1979-80. In 
the current financial year the exports 
during April to September have been 
worth Rs 72.8 crores. 
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Farm animals and 
birds thrive better 
when fed with 

HICHEM Guar Meal. 


Guar Meal is a potential 
source of protein used as feed 
for livestock including 
Poultry. It has 1^ times more 
protein than Guar 
Seed and compares well 
with protein content 
in oil cakes. Hichem Guar Meal, 
therefore, is a 
high protein diet to 
increase milk yield of your 
livestock and 
eggs of your poultry, 
keeping livestock healthy. 
Guar Meal contains: 


•40% protein with 5% oil. 
•It has approximately 92% 
digestible nutrients. 
•Guar Meal can be 
fed by itself 
or mixed with husk, chuni 
and oil cakes. 



Hair* 

Please send your orders 
or enquiries for Guar Meal to. 




A farmer 
gets more milk 
and eggs 
and animal 
health 
too 


Hindoitaa Gam ud Chemical* Ltd. 


Birla Colony, Bhiwani (Haryana). 

Phones- 2317, 2591. 2592 & 2940. 

Gram- HICHEM. Telex: 0344-208 AB GUAR IN 
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Window on the World 

USA Turns the Corner 


A surplus of 4,900 million dollars—the 
largest in more than five years—was re¬ 
gistered in the US current account in the 
third quarter of 1980. The surplus was 
almost enough to offset deficits of 2,430 
million dollars and 2,610 million dollars 
in the second and first quarters of the 
l^car, respectively, according to the 
Department of Commerce. The third 
quarter performance practically “assures 
a current account surplus for 1980,” 
Commerce Secretary, Mr Philip Klutznick 
said on December 18. If so, it could be 
the first since a 4,400-million-dollars sur¬ 
plus in 1976. 

A declining merchandise trade deficit 
and an increase in income of US direct 
investment abroad were primarily res¬ 
ponsible for the shift to a surplus in the 
Meurrent account. The merchandise trade 
^deficit dropped to 2,800 million dollars 
from 7,500 million dollars in the second 
quarter, reflecting a large decrease in 
petroleum imports and an increase in 
agricultural exports. The current account 
figures cover merchandise trade flows, 
service transactions—including income 
on direct investment-and unilateral 
transfers, such as foreign aid grants. 


Prime Rates 


The President-elect, Mr Ronald Reagan’s 
llfreasury Secretary-designate says that 
^Interest rates are likely to continue to rise 
before beginning a decline. Meeting with 
reporters on December 18, Mr Donald 
Regan, predicted a further increase in the 
prime late to at least 22 or 22.5 per cent. 
The prime rate is that interest rate that 
US banks charge their most creditworthy 
corporate customers. Mr Reagan said the 
prime rate prabably will not decline 
rapidly to the 10,75 per cent level of last 
summer. “The logical first stopping place 
would be in the area of 16 to 17 per cent,” 
he added. 


P The incoming administration will add 
;ht monetary policies to curb inflation, 




Mr Reagan said, and this will keep up¬ 
ward pressure on interest rates. He also 
emphasized that the economy is in “a 
very serious situation” and that the cur¬ 
rent high level of interest rates is making 
it very difficult for small businesses to 
borrow on domestic money markets. How¬ 
ever, he does not believe the President¬ 
elect should declare an immediate “eco¬ 
nomic emergency,” as proposed by seve¬ 
ral other Reagan economic advisers. 

Mr Reagan said he was not yet prepared 
to comment on the international econo¬ 
mic situation. But he noted that the 
dollar—recently strong because of high 
US interest rates - might weaken as inte¬ 
rest rates fall. 

Meanwhile the prime rate continued its 
steady climb and on December 19 rose 
one-half percentage point to 21.5 per cent. 
The increase was the fifth this month. Citi¬ 
bank, the second largest US commercial 
bank, initiated the increase. Other major 
US banks quickly followed. The prime rate 
is that interest rate which banks charge 
their most creditworthy corporate cus¬ 
tomers. 

Subsidy Account 

The International Monetary ' Fund 
(IMF), has decided to subsidise develop¬ 
ing countries that are forced to borrow 
from the Fund’s supplementary financing 
facilities to meet their balance of pay¬ 
ments problems. The Fund announced 
on December 17 that it is establishing a 
subsidy account, with target resources of 
about 1,250 million dollars, that will be 
used to reimburse developing countries 
for part of the cost of borrowing from the 
facility. Payments from the subsidy 
account will, in effect, cut up to three 
percentage points off the interest rates on 
such loans. 

The IMF’s Supplementary Financing 
(Wittcvcen) Facility, which went into 
operation in February 1979, establishes 
a pool of about 10,000 million dollars— 
over and above the Fund's regular resour¬ 


ces—to be used by members that are fac¬ 
ing serious payments imbalances such as 
those that have arisen for many countries 
in the wake of the sharp jump in oil 
prices in the recent past. Numerous non¬ 
oil developing countries have made use 
of the facility since it was opened. 

However, money from the facility is 
lent at long-term market rates of interest 
—currently about 11.75 per cent—con¬ 
siderably higher than the rate of five or 
six per cent on regular IMF loans. The 
new subsidy account is designed to bring 
the rate on borrowings from the supple¬ 
mentary financing facility more into line 
with the rates on regular borrowings* 
Money for the subsidy account is to come 
partly from voluntary contributions of 
member countries and partly from fund 
resources. 

UK: Big Trade 
Surplus 

Another ovbrseas trade surplus of £555 
million in November now makes it 
virtually certain that Britain will end 
the year with a substantial surplus on 
current account of at least £2 billion. 

FigurevS released this week by the De¬ 
partment of Trade show that last month 
exports (excluding “erratic” items such 
as ships, North Sea oil installations, 
aircraft and precious stones) went up by 
seven per cent, in volume, and that there 
was a near-record surplus o.i trade in 
goods of £455 million. Significantly, the 
export boom was mostly in manufactured 
goods. 

.The “invisibles”, such as banking and 
insurance, contributed an estimated £100 
million to the UK’s overseas earnings 
during the month, bringing the overall 
current-account surplus to £555 million. 

This was the seventh consecutive month 
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'be UK** trad fag balance^ 
it Would have been a record if 
l^eestiaiated October surplus of £334 
million had not since been adjusted to 
£559 million. Not since 1971 has there 
been so long a period of consistent 
month-by-month surpluses. 

The November result is all the more 
remarkable since the surplus on trade 
in oil was only £59 million, compared 
with the unusually large figure of £152 
million in October, and trade in the 
“erratic’* items was in deficit by some 
£40 million. 

ft The current-account balance for the 
first 11 months of the year is now esti¬ 
mated at £1.9 billion, a dramatic improve¬ 
ment on the forecast at the time of last 
March’s budget of a probable deficit for 
the year on overseas trading of up to 
£2.75 billion. 

Buoyant Salaa 


cent in valtte and 1.5 pet cent In Volume 
during the same period. 

Another helpfhl factor in the UK’s 
overseas trading account has been oil. 
The oil balance improved from a surplus 
of £80 million in the June-to-August 
period to one of £263 million In the latest 
three months. 


Japan: World’s Top 
Agro-Importer 


Japan was the world's number one im¬ 
porter of farm, forest and sea (FFS) 
products for the first time in 1979 despite 
unstable conditions in the world market. 
After four years of relative stability, last 
year was marked by a sharp jump in 
prices of most commodities as a result 
of the Soviet fanning slowdown as well 
as the breakout of the second oil crisis. 


the Soviet invasion ofAfgfaaailteh' 
other political disturbances. Ait th* : 
Japanese economy managed to function 
smoothly and its FFS product imports 
expanded at a rapid 38.2 per cent to total 
523.99 billion, outpacing the growth of 
imports of the United States and Weft 
Germany, previously the two leading, 
importers. 

Japan’s farm product imports in 1978 
totalled $12.65 billion, accounting for 
52.7 per cent of its total FFS product im¬ 
ports, and ranking Japan as the fifth 
leading importer in this categoiy after 
West Germany, the US, the UK and Fra¬ 
nce and before the USSR. Including im¬ 
ports of grains and feedstuff's (up 22.4%), 
oil seeds (17.2%), meat (32.1 %), coffee and 
cocoa (47.5%) and fruit and vegetables 
(17.8%), Japan purchased 24.1 percent 
more farm products in 1979 than in 1978. 
This growth rate was second only to 
the Soviet Union’s 30.5 per cent overall 
increase, which included a 230 per cent 


Much of the credit for this turnaround, 
which followed deficits in the first two 

! quarters of this year, must go to British 
xporters who have succeeded in keeping 
their overseas sales remarkably buoyant 
despite a deepening recession in many 
foreign markets and a very strong sterl¬ 
ing exchange rate. 


Another important factor has been a 
sharp overall decline in imports as reces¬ 
sionary influences in the British economy 
-educed demand for foreign and domestic 
goods and UK manufacturers imported 
less raw materials and ' semi-finished 
uanufactures. 


Bln fact, imports m November rose by 
bout 7.5 per cent, if “erratic’’ items 
ire excluded, reflecting increased arrivals 
if oil and semi-manufactures. But this 
ise followed several months during 
vhiefa the arrivals of foreign goods had 
seen running at an exceptionally low 
evel, and it probably does not indicate 
my marked reversal .of the recent firm 
townward trend in imports. 

Indeed, in the three numbs September- 
ifovember, imports were down by 10 per 
$nt in both value and volume compared 
i|| arrivals in the pre vious three months, 
■p eXpto dropped • by only two per 


Japan’s 20 Top Farm* Forest and Sea Product Imports in 1979 

I . .. _ 


Value 

Increase 

Ton* 

Increase 


(US8 mil- 

over 1978 

(thousands) 

over 1978 


lion) 

(%) 


(%) 

1. Logs 

6,270 

76.3 

44,786* 

5.2 

2. Corn 

1,486 

20.8 

11,408 

8.3 

3. Shrimp & lobster 

1,440 

33.8 

165 

U 

4. Soybeans 

1,272 

12.5 

4,132 

—3.0 

5. Cotton 

1,264 

18.4 

809 

1.9 

6. Wheat 

1,090 

30.1 

5,926 

6.5 

7. Cut lumber 

1,083 

87.4 

5,116* 

32.6 

8. Raw wool 

741 

21.9 

230 

7.5 

9. Crude sugar 

708 

19.6 

2,605 

14.1 

I 10. Grain sorghum 

653 

21.6 

5.355 

4.8 

11. Coffee beans 

620 

68.5 

175 

71.6 

12. Pulp wood 

594 

16.9 

7,415 

J4.7 

13. Cattle & calf hides 

515 

39.6 

230 

—15.1 

14. Pork 

512 

24.9 

132 

28.2 

15. Natural rubber 

480 

36.0 

391 

2.6 

16. Beef 

406 

84.5 

130 

30.1 

17. Leaf tobacco 

352 

0 

66 

—7.5 

18. Squid 

349 

71.1 

156 

32.2 

19. Rapeseed 

333 

* 39.9 

1,122 

36.3 

20. Bonito &tuna 

316 

43.0 

122 

3.4 

I * Measured in cubic metres. 



rise in men! imports, a 100 percent rise 
for oil seeds, and a 40 percent increase 
for feed grain. 

Though the US ban on grain exports 
to the Soviet Union caused total <r>rain 
imports to fall back 30 per cent right after 
the invasion of Afghanistan, the Com¬ 
munist state has been able to diversify 
its sources to supply, and maintain its 
imports upwards of 90 per cent of the 
normal level. Argentina has been a most 
enthusiastic seller to the Soviet Union, 
boosting its grain exports to that nation 
to 4.4 million tons in the first half of this 
year, or 2.5 times the previous pace. A 
spin-off of this has been a complete halt 
of Argentina's sorghum exports to Japan 
since the start of this year. 

Wood Imports 

Thanks to its strong economic per¬ 
formance, the volume of Japan's wood 
imports in 1979 was the largest in live 
years. The world's leading wood im¬ 
porter, Japan imported logs, cut lumber 
and plywood totalling 87.38 billion, 77.7 
per cent more than the preceding year, 
and widened its edge over the second- 
ranking US (up 6.9% to $3.93 billion) 
and the third-ranking UK (up 35.9% 
to S1 -89 billion). Wood producers in 
Canada and Indonesia were able to 
compensate for dampened exports to the 
US by selling more to Japan, 

The US slump was brought about 
largely by the slowdown in housing cons¬ 
truction. The number of house cons¬ 
truction starts in the US dropped 13.6 
per cent last year to total 1.74 million 
units against Japan's 3.6 per cent slip 
down to 1.49 million units. These two 
countries are by far the two biggest 
housebuilders, while the UK and Ger¬ 
many, for example, built only 242,000 
and 385,000 houses respectively last year. 

Yet wood prices merit closer watching. 
In 1978, Malaysia's Sabah State began 
restrictions on wood exports and 
Indonesia followed suit in 1979, jacking 
up prices. Japan's 1979 import prices of 
logs from Southeast Asia almost doubled 
while prices from the Soviet Union and 
the US shot up 55 per cent and 36 per 
cent respectively. Though prices plumme¬ 
ted this summer due to a US housing 

eastern economist 

eastern aouiwMiai 


decline, wood producers 4 continuing 
efforts to curb their log exports in order 
to promote domestic wood-processing in¬ 
dustries may cause difficulties for Japa¬ 
nese importers. 

Japan is both the leading producer 
and importer of sea products. Last year 
it posted 10.6 million tons in fish and 
shellfish yields, compared to the second- 
ranking Soviet's 8.9 million tons (1978 
figure) and third-ranking China’s 4.3 
million tons. In import value, Japan's 
$3.96 billion worth of sea products im¬ 
ports far exceeded imports by the US 
($2.77 billion) and third-ranking France 
($744 million). Imports of shrimp, lobster 
and squid were lively in both Japan and 
the US, thus boosting the exports of 
developing countries, where the bulk of 
those commodities is produced. On the 
other hand, Japan's demand for salmon 
dropped off, thus slowing Canadian and 
US exports to Japan. 

In general, 1979 showed a significant 
inciease in imports of processed goods. 
Logs were shipped already cut, copras 
were made into coconut oil and coffee 
beans were transformed into instant coffee, 
for example. This trend reflected a desire 
on the part of exporting countries to 
promote their own processing industries. 


Metallurgy in the 
USSR 


The Soviet Union’s requirements for roll¬ 
ed metal with pre-set special properties 
capable of withstanding great temperature 
fluctuations, aggressive media, arduous 
processing conditions, have been growing 
with every passing year. The plans for 
the next five-year period provide for 
1.5-2.5-times increase in the production 
of cold-rolled sheet steel, heat-hardened 
rolled steel and rolled products made of 
low-alloy steel, of sheet steel and tin 
plate (including very thin) with protective 
coatings, cold-rolled steel strip, dynamo 
sheet steel, rolled steel shapes and high 
precision rolled shapes, and of thick 
sheet steel. By the end of the next five- 
year period it is planfted to raise finished 
rolled products production to 117-120 


giiUton tom a year. This is 14' fcb 17 
million tons more than in 1979. 


Priority development is to be given to 
the production of efficient and special 
types of steel pipes : threaded for oil pro¬ 
duction with new types of threaded joints 
and anti-corrosion coatings, high-strength 
pipes for high-pressure boilers, ball-bear¬ 
ing pipes and pipes for nuclear power 
engineering. The country will master the 
production of multi-layer pipes for gas 
pipelines. 


Powder Technology 

Some time ago a new metallurgical ^ 
branch, powder metallurgy, was set u pS* 
and has attained good progress ever since™ 
By pressing and sintering various powd¬ 
ered metals it turns out the articles with 
enhanced wear resistance, long-service 
life and corrosion resistance. In the 
next five-year period the growth rates in 
this branch will increase even more. The 
production of powdered metal will grow 
three times over. This will ensure tre¬ 
mendous saving of metal and greater la¬ 
bour productivity. 

An idea about these plants can be giveif 
by the 2000 hot rolling mill at the Novo- 
lipetsk metallurgical works. The first \ 
stage of this mill was commissioned in 
1970. This is a broad-ship mill with 
a capacity of 5.8 million tons a year. In 
its technological characteristics it has no 
equal in the world. By now it has rolled 
more than 50,000,000 tons of sheet steel 
which is two times the annual output of 
West German’s metallurgical industry. 
Each rouble of capital investment into its 
construction has by now yielded four 
roubles of profit. The mill has helped 
save more than 500,000 tons of met**; 
half of it by rolling sizes with negative 
and narrowed tolerances, more than 
65,000,000 kwh of electric power and 
10,000 tons of fuel. 

In I960, the Soviet Union produced 
46.8 million tons of pig iron, 65.3 million 
tons of steel and 51 million tons of rolled 
metal, including 43.7 million tons of roll¬ 
ed products. Last year, the appropriate 
figures were: 109 million tons of pig iron, 
149.1 million tons of steel and 103.2 
million tons of rolled products. 

Having become the world’s leading 
power in smelting steel and producing 
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Union attach greater importance to of health drinks, baby food, hospital food 
quality without affecting quantity. This and animal protein alternatives such as 
Hhas been formulated in the plan for 1981. soy protein mayonnaise. 



Soyabean Hamburger ? 


Words like “soyonnaise”, “soyburger”, 
“soyeeze”, and even “soynk” may soon 
be an indispensable part of Japan’s culi¬ 
nary vocabulary. More and more soy 
protein is being mixed in with or sub¬ 
stituted for meat, milk and fish proteins. 

1 Soy protein mayonnaise, hamburger, 
cheese, and drinks are beginning to 
appear in stores, and Yosbinaga Katsuya, 
President of Fuji-Purina Protein Ltd, 
says his company is being swamped with 
inquiries from food processors about soy 
food production. Fuji-Purina is a joint 
market-development venture by Japan’s 
Fuji Oil Co and Ralston Purina of the 
United States of America. 

Ministry of Agriculture, Forestry, and 
Fishery statistics confirm just how fast 
Japan’s soy protein production has grown. 
This year’s output is expected to be 
double that of 1974. The negative 
image of soy protein as just a filler for 
ham and sausages has faded, and imita¬ 
tion of meat and fish tastes is no longer 
a must, now that consumers are begin¬ 
ning to accept soy protein as a food in its 
own right. Some large stores even have 
special sales corners to cater for vege¬ 
table protein buffs. 

From itsdebut 18 ycarsago until around 
the time of the 1973 oil shock, soyprotem 
was used mainly as a filler. After that, 
food processors began marketing soy 
foods as a money-saver. Comments Fuji- 
Purina president Katsuya, “Soy protein 
costs only one-sixth as much to produce 
as meat protein from soybean-fed ani¬ 
mals.’’ 

In the last couple of years, however, 
soy protein has developed a brand new 
image as a health food. Rich m lysine 
(an essential amino acid) and fatless, 
food processors say soy protein is as 
nutritious as meat protein and better for 
you as well. According to Katsuya, health 
foods are the most promising new soy 


Soy protein has already found its way 
into a wide variety of foods including 
Japanese fish paste products, noodles, 
bread, dairy products, frozen foods and 
cookies. As a result, Fuji Oil, Japan’s 
number-one supplier of soy protein in¬ 
termediates, is now producing soybean 
oil asa byproduct of soy protein products 
instead of the other way around. Japanese 
soy protein technology is already the 
world’s most advanced, claims Katsuya. 
because of “Japanese consumers’ deli¬ 
cate taste preferences." 


Grasshopper Menace 


Canadian scientists arc taking to the sky 
in their fight against grasshoppers. 

O.D. Oldfertand M.K. Mukerji of the 
department’s research station in Saska¬ 
toon, Saskatchewan, have been studying 
ways of improving management practices 
to reduce grasshopper damage. One 
critical part in any such management 
system is a way to assess grasshopper 
damage. 

“Ground surveys are time-consuming, 
Dr Olfert explained. “So we decided to 
taked to the sky with aerial photo¬ 
graphy”. 

The scientists are using infrared photo¬ 
graphy to study the density of the crop, 
or the crop’s canopy, and grasshopper 
damage. 

“What makes infrared photography 
effective is that defoliation by grasshop¬ 
pers alters the crop canopy and is there¬ 
fore easy to spot,” said Dr Olfert. 

Interpretation of the photographs in¬ 
volves a number of steps: identifying the 
cereal crop; identifying the crop defolia¬ 
tion caused by grasshoppers: measuring 
the area which has been damaged, and 
finally, estimating how much of the crop 
has been lost to the grasshoppers. 

“Each crop has a specific canopy 
density, making fields darker or lighter 


« • 

cm the photograph. For example, g**e» 
rally spring wheat appears lighter, while 
drum wheat is darker”, Dr Olfert said. 


Underwater 
Exploration Vehicles 


A Canadian company last \eat account* 
ed for more than half the world sales of 
submei sibles used in undciwater explo* 
tation. 

Since 1975, International Submarine 
Engineering Limited(ISI) of Poit Moody, 
British Columbia, has sold 37 tethered, 
remote-controlled underwater vehicles. 
Sales mure than doubled in 1979 reflect¬ 
ing the maturation of a technology that 
was still m its infancy in 1977. Per¬ 
formance this year is expected to be up 
again by about 10 per cent said company 
President James Mcfarlane. 

Basically the craft, produced at Port 
Moody, are powered under water platforms 
linked to a mother ship by an umbilical 
cord. The machines are controlled by 
shipboard operators seated in front 
of television screens/ 

The vehicles vaiy in sophistication 
from a 8700,000-machine equipped with 
four manipulator arras and now in set* 
vice recovering toipedosfor the United 
Slates Navy, to a $62 000, lightweight 
underwater inspection vehicle. 

The latest development by 1SE engt* 
neers is a tactile arm*—a manipulator 
that transmits a sense of touch to an 
operator at the end of 4,000 feet of cabin. 

The company recently played a part in 
the search for the wieck of the British 
luxury liner Titanic, which sank 380 miles 
sourth-east of Newfoundland 68 years 
ago. During the three-week search-— 
called off because of bad weather—the 
research ship HJW Fay towed a sled 
loaded with sonar equipment at 12,000 
feet, an unprecedented depth for (his 
.type of operation 

The fender and body of the sled were 
manufactured by 1SE, while a US asso¬ 
ciate produced the sonar electronic equip¬ 
ment. 




1423 


DBGBMBBR 26 , 1980 



J K Business Machines Ltd. 


It is hereby notified for the information of the public that J K Business 
Machines Limited proposes to make an application to the Central Government in the 
Department of Company Affairs, New Delhi, under sub-section (2) of Section 22 of 
the Monopolies and Restrictive Trade Practices Act, 1969 for approval for the esta¬ 
blishment of a new undertaking for the production, supply, distribution or control 
of High Tension Insulators and Transformer Bushings with proposed annual instal¬ 
led capacity of 6000 M. Tonnes and estimated annual production of 6000 M. Tonnes. 
Other particulars of the proposed new undertaking are as under: 

(i) Name of the proposed undertaking : 

It will be an undertaking within the Company. 

(ii) Name(s) of 'person(s) authority/authorities proposing to establish the new 
undertaking. Where it is a body corporate, furnish details of its management 
structure together with those of the proposed undertaking : 

J K Business Machines Ltd. 

Registered Office : 2, Mangoe Lane, Calcutta-700 001. 

Works : 1- New Taratolla Road, Calcutta-700 053. 

2. Anand Industrial Estate, Mohan Nagar, Ghaziabad U.P. 

It is managed by the Board of Directors. 
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(iii) Capital Structure of the applicant person or authority and of the proposed 
undertaking : 

Authorised : Rs- 70,00,000 

Issued and subscribed : Rs. 18,67,500 

(iv) Proposed location of the new undertaking : 

State of Maharashtra 

(v) Brief outline of the cost of project, the scheme and source of finance : 

The estimated cost of the project is Rs. 650 lakhs which is proposed to be 
financed through internal resources and partly by long term loans from Finan¬ 
cial Institutions and Banks. 

Any person interested in the matter may make a representation to the Secre¬ 
tary, Department of Company Affairs, Government of India, Shastri Bhawan, 
New Delhi, within 14 days from the date of publication of this Notice, intimat¬ 
ing his views on the proposal and indicating the nature of his Interest 
therein. 

For J K BUSINESS MACHINES LIMITED 


\ 

S 

5 

\ 


Dated 15th December, 1980 


(P.R. SINGHVEE) 

SECRETARY & CHIEF ACCOUNTANT 
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Point of View 

w 

Exploiting Sugarcane 

a.r. p.i.. and M r. p.<.i Production Potential 


India has basn experiencing acuta scarcity of sugar in recant months. 
This is despite the fact that in respect of area under cultivation as 
well as production, India ranks first among the 15 major cane¬ 
growing countries of the world. Productivity, no doubt, has increased 
in recent years, yet there is large scope for improvement as India ranks 
eighth in sugar productivity in the world. The authors detail the 
handicaps to increased production of this sweetening agent and 
suggest ways and means of improvement in the field and the 
financial viability of the industry. 


Though the estimated sugar production 
of about 50 to 52 lakh tonnes in 1980-81 
will be significantly better than the 39 
lakh tonnes produced in 1979-80, the 
overall supply of this sweetening agent 
may continue to be tight for the supply 
and demand may just balance. The 
scientific and technological revolutions 
in increasing cane productivity have evi¬ 
dently established that with the planting 
of improved high-yielding varieties 
(Tabic I) under optimum agronomic 
praetices/managcmcnt techniques recom¬ 
mended by the farm scientists, it may not 
be difficult for us to obtain a yield of 100 
tonnes per hectare in a period of two to 
three years. We would then need only 
1.88 million hectares for all the sugar, 
gur and khandsari we need, plus spare 
bagasse for the paper and pulp industry, 
as against 3.2 million hectares under 
cane cultivation today. From the area 
| of 1.88 million hectares, the country 
would be in a position to harvest 188 
million tonnes of cane which has been 
projected as the expected demand by 
1982-83. It is against this background 
that an attempt is made hei e to appreciate: 

(i) the need for increasing cane producti- 
vity, (ii) efforts made by farm-scientists 
in evolving high-yielding and widely 
adaptable varieties, and efficient manage¬ 
ment techniques, and (iii) the urgency 
and strategy for developing an integrated 
approach for achieving the expected level 

» of production by 1982-83. 

feThe effort to raise cane productivity 

BcapMpftorr 

; '€ ', ,vi ; > _ 


and pioduction has to be viewed from 
following three major objectives: 

(i) Cane productivity is to be increased 
for accelerating the process of rural 
development in India. The rural develop¬ 
ment programme, which primarily lays 
emphasis on raising the income level of 
families below poverty-line, creating/ 
generating large-scale employment in rural 
areas and providing the ‘minimum needs' 
to the rural families, can be implemented 
meaningfully by the sugar factories. This 
has been successfully demonstrated by 
some sugar cooperatives in Maharashtra 
which should provide lessons/guidelines 
toother factories in India. In Maharashtra, 
these factories have provided the much 
needed infrastructural facilities such as 
roads, culverts, power, drinking water, 
percolation tanks, lift iriigation, recrea¬ 
tional facilities for the rural communi¬ 
ties. These have again led to generation 
of employment opportunities on an un¬ 
precedented scale and modernisation of 
agriculture leading to rise in income, 
consumption needs and standard of living. 
If productivity and production of cane 
be increased around all the 298 sugar 
factories which we have in the country, 
perhaps many rural families will have a 
comfortable, if not luxurious living. 

(ii) The increased cane productivity, 
apart from increasing sugar production, 
would substantially increase the quantity/ 
production of other by-products which 
form the base material for many more 
valuable products such as (a) filter press 


mud (2.5% to 3.5%) which is very useful 
for soil conditioning and fertility and also 
provides quality wax requited in pharma* 
ccutical industry, (b) bagasse which is 
used for fuel and producing bagasse 
ash that could be used for manufacturing 
glass of superior quality and chemical 
resistance, (c) cane tops for production 
of cattle feeds, (d) molasses for manu¬ 
facturing alcohol and (e) alphacellulose 
rayon grade pulp, beta grade pulp, paper¬ 
making pulp (which is good for manu¬ 
facturing writing and printing paper), 
mechanical pulp required for the news¬ 
print industry. Dry bagasse could be 
used for construction of boards and 
other industrial uses. 

Source of Energy 

(iii) Sugarcane is now being exploited as 
a renewable source of energy. The sugar* 
cane plant is the world’s most efficient 
plant for converting sunlight energy on 
to ‘stored energy’. It can be planted to 
yield alcohol. Alcohol produced from 
sugercane has been aptly termed as 
‘Green Petrol’. It would be interesting to 
note that in 1975 in Brazil, the National 
Commission of Alcohol was set up to 
expand alcohol production directly from 
sugarcane juice to help meet Brazil’s re* 
quirements of petroleum. A system is 
being perfected in India to produce 
ethanol from sugarcane belt economic¬ 
ally. If due importance and priority i$ 
accorded to this new innovation, it may 
help us to resolve the present north- 
south conflict—the north may specialise 
in production of bio-mass and the south 
in the production of sugar. 

The contribution of the Sugarcane 
Bleeding Institute at Coimbatore and the 
Indian Institute of Sugarcane Research 
at Lucknow has revolutionised the pro¬ 
duction pattern in all its aspects. Thus, 
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^farmers’ response to cane cultivation has 
j^'jheen very encouraging. Not only has 
itjtfea under cultivation increased from 
26.15 lakh hectares in 1970-71 to 31.19 
lakh hectares in 1978-79, but also produc¬ 
tion of cane and the number of sugar 
factories have registered a significant 
. growth which is evident from Table II. 

Of the 15 major cane-growing coun- 
tries in the world, India ranks first in 
respect of area under cultivation and 
production. According to the latcstavail- 
able statistics, its share was 23-2 per 
| cent each in respect of area (3.22 m. ha.) 
a and production (181.62 m. tonnes) in 
the world in 1978. It is, however, dis- 
| comforting to note that the product!- 
| vity per hectare (5b.4 tonnes) has been the 
lowest—eighth in the world, the first seven 
€ being Peru (155.6), Australia (83.3), 
j the USA (80.6), Columbia (79.7), Egypt 
(78.0), South Africa (78.1), Mauritius 
1 (76.3), Mexico (71.9) and China (69.8) 

1 (Table 111). 

Southern States Leading 

The statistics on the area, production 
, and yield of cane in respect of important 
cane-growing S'ates in 1965-66 and 1978- 
i 79 (Table IV) reveal that the cane yields 
’ are significantly higher in the southern 
i States as compared to the northern States. 

■ This is because canc is essentially a tropi¬ 
cal crop and its yield and sucrose con¬ 
tent (which determines its quality as a 
raw material for sugarcane-based in¬ 
dustries) depend upon climatic condi¬ 
tions. The peak values of yield and 
sucrose content have been observed in 
areas between 18° North and 18° South 
latitudes. These areas have the requisite 
mean annual temperature of 26°C to 
28°C with less variability and favourable 
cool night temperatures during the crop¬ 
ping periods which enables higher sugar 
accumulation. 

The varietal improvement in sugarcane 
has been attempted for evolving varieties 
which possess high sugar yield and wider 
cane adaptability. Improvement for high 
sugar yield needs improvement in both 
canc yield and sugar content whereas 
adaptability of varieties depends on many 
factors, viz. climatic conditions, agrono¬ 
mic practices prevalent in a particular 
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Tabu i 


List of Sugarcane Varieties Recommended for Commercial CnWratiou 
in Dtffereat States 


State Early ripening 

Andhra CO. 997, CO. A. 71-1, CO. 

Pradesh 527, CO. A. 7601. 

Assam CO. 313, CO. 997. 

Bihar BO. 43 BO. 75 CO. P-2 BO. 

90. 


Gujarat CO. 775, CO. 955. 

Goa - 

Haryana CO. L. 29, CO. J. 58, CO. 6914. 

Kerala CO. 449, CO. 997. 

Karnataka I.C. 225, B. 37172, CO. 6415. 

Maharashtra CO. 419, CO. 775. 


Nagaland 

Madhya 

Pradesh 

Uttar 

Pradesh 


CO. 313, CO. 961, CO. 997. 
CO. 527, CO. 775, CO. 1169 

CO. S. 510, CO. S. 541, CO. S. 
611, CO. 395, CO. 859, CO. 
6613, CO. S. 687. 


Punjab 


CO. J. 64, CO. J. 58. 


Rajasthan CO. 449, CO. 997, CO. L. 29. 


Tamil Nadu CO. 419, CO. C. 671, CO. C. 

771. CO. C. 772, CO. C. 773, 


West Bengal CO. 313, CO. 997, CO. 62010. 


Pondicherry 


Orissa 


CO. 62198, CO. 62174, CO. 
6806, CO. 740. 

CO. 527, CO. 997. 


Mid and late ripening 

CO. 975, CO. A. 7602, CO. 
419, CO. 62175, CO. 740. 
CO. 740, CO. 981. 

BO. 34, BO. 51, BO. 70, BO. 
76, CO. N, BO. 65, BO. 17, 
BO. 74, BO. 84, BO. 88, BO. 
89, CO. 1148. 

CO. 1158, CO. 419, CO. 791. 
CO. 62175, CO. 740. 

CO. 977, CO. 1158, CO. J. 
46, CO. 1148. 

CO 6806, CO. 453, CO. 785. 
CO. 419, CO. 449, CO. 740, 
CO. 62175, H. 2045. 

CO. 740, CO. 62175, CO. 676, 
CO. 798, CO. 653. 

CO. 419, CO. 740. 

CO. 678, CO. 1307, CO. 419, 
CO. 617, CO. 853. 

CO. S. 659, CO. S. 718, CO. S. 
730, CO. S. 758, CO. S. 771, 
CO. 1C07, CO. 1148, CO. 
1158, CO. 1347, CO. 62399, 
CO. 6812, CO. 6911, CO. S. 
673, BO. 17, BO. 34, BO. 54, 
BO. 70, BO. 71, CO. S. 633, 
CO. S. 770, CO. 6425. 

CO. 975, CO. 1158, CO. 3. 67, 
CO. 3. 46, CO. 1148. 

CO. 527, CO. 1007, CO. 1111, 
CO. 312, CO. 419, CO. 1253, 
BO. 17, CO. S. 245. 

CO. 449, CO. 740, CO. 6304, 
CO. C. 774, CO. C. 775, CO. 
S. 1776, CO. C. 777, CO. C. 
778, CO. C. 779, CO. 658, 
CO. 853 (Special season). 
CO. 1008, CO. 63015, CO. 
63011, CO. 801, BO. 17, CO. 
527, CO. 842, CO. 419, CO. 
961, CO. 1132, CO. 1232. 

CO. 449, CO. 853, CO. 6304, 
CO. C. 778, CO. C. 719. 

CO. 597, CO. 1053, CO. 975, 
CO. 740, CO. 419, CO. 62175. 
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area, presence or absence of major dis¬ 
eases and pests, etc. 

W The research work on sugarcane in 
India has been concentrated on evolving 
high-yielding sugarcane varieties which 
can be adapted in specific areas. The 
results achieved in evolving such high- 
yielding and widely adaptable varieties 
for different agro-climatic conditions 
through varietal improvement programme, 
collection of local and exotic germ and 
its evaluation, hybridisation and through 
other breeding approaches, have been 
spectacular. The improved sugarcane 
^varieties best suited for specific areas 
to cover the entire area under sugarcane 
cultivation in the country have been 
released and arc now available for culti¬ 
vation (Table I). 

The principal handicap in increasing 
area under improved cane cultivation as 
also making available improved seed/ 
setts every year has been the lower cane 
multiplication ratio (1:10). Thus, it takes 
a long time for multiplying seeds/setts 
of new varieties or hot air treated material. 
Of course, scientific technology has made 
|it possible to increase this ratio consi¬ 
derably. A new method based on radia¬ 
tion, nitrogen, genotype and soil-mois¬ 
ture has been de\eloped which raises the 
cane multiplication ratio to 1:40. On a 
limited scale it has the potentiality to 
go up to 1 ;300. This, however, involves 
the raising of one or two bud varietal 
nursery and its transplantation. The most 
beneficial features of this method are 


that the requirement of seed cane is re¬ 
duced to one-third and the yield is in¬ 
creased substantially. 

Mostly diseases of sugarcane which 
are transmitted through seed pieces arc 
responsible to bring down the yields and 
discourage ratooning. The diseases trans¬ 
mitted through seed pieces are red rot, 
smut, wilt, grassy shoot, ratoon, stun¬ 
ting, mosaic elc. A three-tier seed pro¬ 
duction programme has been recently 
introduced to combat the menace of 
many of these maladies. The method 
involves scrupulous selection of seed 
totally free from diseases, therapeutic 
treatment with hot air (54°C for 8 hours), 
prophylaxis, surveillance andcarcagainst 
secondary infections. 

The first tier relates to foundation seed, 
i.e. the crop raised from hot air treated 
seed pieces and kept free from secondary 
infection. The second tier relates to certi¬ 
fied seed—the crop raised from founda¬ 
tion seed and kept free from secondary 
infections. The third tier relates to com- 
merical seed—a crop raised from certi¬ 
fied seed with due care and kept under 
surveillance against secondary infection 
and distributed to cultivators for general 
cultivation. The hot air treatment is 
only for raising the foundation seed crop 
and not for certified or commerieial 
crops. 

Generally, ratoons provide a cheap 
source of raw material for sugar mills and 
better recovery early in the season. This 
practice has been prevalent in most of the 


canegrowing countries which depend tar-r ,i 
gely on a number of ratoons ranging front 
two to seventeen. In India, however, 
farmer has not been practising ratooning V 
uince returns are reported to be low. 
Researches have now revealed that raising; 
ratoon crop under scientific methods pay 
rich dividends to the growers. In Naga* ) , 
land, fifth and sixth ratoon crops of 
excellent quality arc raised. In ratoon 
crops, if hot air treated planting material 
is employed, the benefits are quite signi¬ 
ficant. 

It has been experienced that many a 
time the cane-growers desire to have 
their varieties all the desirable qualities 
such as freedom fiom diseases and pests 
as also they should have hardiness to 
withstand against climatic aberrations. 
While it may not be possible to incor¬ 
porate into a variety all these qualities/ 
characters desiicd by the growers, most 
of these could be taken care of by follow¬ 
ing appropriate management practices 
recommended for the purpose such as 
(i) while the treatment of seed at the 
time of planting is essential for improv¬ 
ing germination, the treatment of soil 
at the time of sccd-bed preparation effec¬ 
tively helps in the control of termites 
and early short borer; (ii) heat therapy 
helps in the control of RSD and GSD; 
(iii) roguing operations ate recommen¬ 
ded to check the smut and Gurdaspur 
borer (Bhsetia Stvniellus ); (iv) insecticidal 
spraying is adopted to control black 
bug, pyrilla, etc.; (v) biological control 


TAB! l: IT 

Area, Production, Consumption Pattern and Number of Sugar Factories in India—1970-71 to 1978-1979 


Year 

Area in 
lakh hec¬ 
tares 

Production 
in million 
tonnes 

Yield ton¬ 
nes/ha. 

Number of 
sugar fac¬ 
tories 

Cane used for 


Sugar 

manufacture 

Gur and 
khandsari 

Seed feed 
chewing etc. 

1970-71 

26.15 

126.37 

48.3 

215 

382 (30.2) 

730 (57.8) 

152(12.0) : 

1975-76 

27.62 

140.60 

50.9 

252 

419(29.8) 

820 (58.3) 

167(11.9) 

1976-77 

28.66 

154.02 

53.6 

270 

488 (31.9) 

859 (56.1) 

183 (12.0) 

1977-78 

31.51 

176.97 

56.2 

287 

673 (38.0) 

886 (50.1) 

210 (11.9) 

1978-79 

31.19 

156.45 

50.2 

297 

597 (38.2) 

783 (50.0) 

■ 184(11.8) 

Figures in parentheses indicate percentage share to total. 
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1 to check pyrilla, mtetnode borer, etc, 
has been advocated. Selection of varie- 
7 ties recommended for specific agro-clima- 
* tic areas should be able to automatically 
solve the requirement of ‘hardiness’. 
It is often believed that sugarcane with¬ 
stands waterlogging, drought and frost 
conditions better than other crops. 
This is not true and so in a persisting 
inclement agro-climatc, it is not advis¬ 
able to grow sugarcane. 

Recent researches have revealed that 
application of gibbcrllic acid (GA) at the 
rate of five ounces per hectare in doses 
Spread 30 days apart improves the cane 
yield by 25 per cent which means that 
average yield can go upto 70 to 75 
tonnes per hectare from the present level 
of 56 tonnes. Under optimum manage¬ 
ment practices along with high-yielding 
varieties of cane, the application of GA 
can boost the yield level as high as 100 
tonnes per hectare within two to three 
years. 


tillage, minimum tillage and ttwTof 
chemicals have been found to be benefi¬ 
cial in controlling the wegds. Pre-emer¬ 
gence spray of 2, 4-D and post-emerge 
spray of a mixture of paraquet and 2, 
4-D has given good results in respect of 
controlling the weeds. If applied at pro¬ 
per time with appropriate nozzle and 
guard, even Cyprus rotundus —a perni¬ 
cious weed in irrigated crops—could be 
controlled satisfactorily. 

On an average, the productivity of 
sugarcane per hectare, which was 48.30 
tonnes in 1970-71, has increased by 16.81 
per cent to 56.42 tonnes in 1977-78. How¬ 
ever, the highest yields per hectare re¬ 
corded by the progressive formers in the 
country were 464 tonnes in Maharashtra, 
335 tonnes in Uttar Pradesh and 267 
tonnes in Gujarat. Thus, the production 
potential is far mere than what is actually 
harnessed. Production potential of this 
order can be exploited by growers if 
they use appropriate cane variety as 


v rccommen&d 'for that-' «feik/^'bi^' ; l)' 
and adopt scientific methods of cultiva¬ 
tion. This lays heavy stress on the treaty) 
ment of setts before sowing, timely- 
application of adequate quantity of 
organic manures and chemical fertilisers, 
gibbcrllic acid, efficient useof irrigation 
and control of diseases, pests and weeds. 
Equally important are the earthing up 
and proping practices. For this purpose 
integrated approach involving the cane 
growers, research ferms/scientists, sugar 
factories and credit agencies should be 
evolved. While there should be a con¬ 
tinuous interaction between the farm j 
scientists and cane growers, the role off 
sugar factories and credit agencies should 
be enlarged in the interest of healthy 
sugar industry, cane growers and opti¬ 
mum deployment of financial resources. 

Thus, increasing sugarcane producti¬ 
vity is directly related to the factors 
associated with investment and manage¬ 
ment. However, credit agencies can be 


Reducing Unit Cost 

A series of farm operations has to be 
conducted timely, uniformly and effi¬ 
ciently with a view to reducing the unit- 
cost of production and increasing the 
cane output per unit area substantially. 
While total mechanisation of cane culti¬ 
vation is neither necessary nor feasible 
under our conditions, labour saving 
deviecs/equipments, which have been 
designed by the research, testing and 
training centres in the country, can be 
profitably employed. Sugarcane planters 
drawn by bullocks or tractors can be 
employed to plant the cane setts efficien¬ 
tly, This equipment, while planting the 
cane at uniform rate and depth, conser¬ 
ves the soil moisture and ensures proper 
placement of fertilisers. Similarly, seed 
cutting machines are available to prepare 
uniform setts. Stubble shovers are used 
to remove stubbles, weed mulchers are 
employed for conserving soil-moisture 
and sprayers are available for efficient 
spraying of insecticides, fungicides and 
pesticides. 

Total elimination of weeds from the 
cane fields is a must for optimum pro¬ 
duction. Manual hoeing and weeding is 
limited to availability of labour and 
their high wages. Trash mulching, strid 
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Table III 

Countrywise Area, Production and Productivity of Cana 

r Area —’000 

^ Production —’000 

hectares! 
tonnes J 

Country 

Area 

Produc¬ 

tion 

Yield 

tonne/ha 

Percentage share in 

Area 

Output 

India 

3220 

181623 

564 

232 

23 2 

Brazil 

2413 

129223 

53.6 . 

‘ 17.4 

16.5 

Cuba 

1246 

66400 

53.3 

9.0 

8.5 

China 

675 

47137 

69.8 

4.9 

6.0 

Mexico 

480 

34500 

71.9 

3.5 

4.4 

Pakistan 

823 

30077 

36.5 

5.9 

3.8 

USA 

304 

24514 

80.6 

2.2 

3.1 

Colombia 

290 

23100 

79.7 

2.1 

3.0 

Australia 

258 

21500 

83.3 

1.9 

2.7 

Philippines 

503 

29838 

41.4 

3.6 

2.7 

South Africa 

250 

19500 

78.0 

1.8 

2.5 

Argentina 

346 

14600 

42.2 

2.5 

1.9 

Egypt 

118 

9200 

78.0 

0.9 

1,2 

Peru 

54 

8400 

155.6 

0.4 

1.1 

Mauritius 

82 

6260 

76.3 

0.6 

0.8 

Total 

13861 

781291 

56.4 

100.0 

100.00 

(Including others) * 
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With the fitoaucu^ 
technical feasibility of this proposition. 
§ptj§ estimated that at the current level 
of average yield (56 tonnes per hectare) 
and the minimum price paid last year 
(Rs 125 per tonne) on the 10 per cent 
sucrose content, the cane-grower gets 
Rs 7000 per hectare. In this process, 
the net profit accruing to him after 
meeting the cost of production (Rs 3500 
per hect.) works out to Rs 3500 a hectare. 
With increased output by 25 per cent 
On account of application of gibberllic 
acid, the gross output would be of the 
order of Rs 8750. The increased cost on 
{ account of five ounces of gibberllic acid 
per hectare, including the spraying char¬ 
ges, would be around Rs 800 per hectare. 
Thus, the net profit may be of Rs 4450 
(R$ 8750—4300) per hectare which would 
be 27 per cent more than that of untrea¬ 
ted crop. Besides, if farmers are given 
proper inputs of production, soil-testing 
facilities, technical guidance in respect 
Of adoption of improved practices, the 
yield/productivity of the crop and the 
profitability of the grower would rise 


jWKH f. Y '« VJ * >‘jf '•?' 1 ■ •*- - ;'-p - t v f ’ 

substantially. In ihet, the cost is liloely 
to get reduced if the grower is advised 
to use plant nutrio&tt as per the soil-test 
data and he irrigates his crop as per the 
soil-moisture stress. Thte has to be ensur¬ 
ed by the field staff of the sugar factory. 
Thus, the role of sugar factory to provide 
management input and the banks to pro¬ 
vide needbased credit should be cryse- 
talliscd and enlarged in view of the gro¬ 
wing demand. 

The sugar factories should in the in¬ 
terest of growers and nation’s require¬ 
ments strengthen their advisory services 
by fielding required technical hands and 
establishing the laboratory facilities for 
performing following functions: 

(i) The varieties suitable for the agro- 
climatic conditions for each block and 
for different months of planting which 
can yield optimum quantity of cane/ 
sugar per unit area should be identified 
by adaptive research. 

(ii) Healthy seed materials of suitable 
varieties should be selected and given 
to cane growers after they are chemi- 


cally treiitei tor makittg them' free 
diseases., ' 

(Hi) Each sugar factory should esfabJI^f ; 
a chemical/hot water treatment plant 
the treatment of cane setts. All the 
setts supplied by the factory to 
growers should be treated in this pUg^' 
before supply. The sugar factory 
also have a soil and biological laboratory^ 
to identify the required types of cane folr| 
particular types of soil. These laborato^ 
ries should be maimed by an agronomist , 
and soil chemist who should be continue-; 
usly exposed to the latest techniques evol¬ 
ved in research farms and guide the 
canegrowcrs. The growcis should plant 
and manage their crops as per the re¬ 
commendations of this la bora tot y. The 
staff should supcivise the works like 
manuring, detiashing, weeding, irriga¬ 
tion, and application of pesticides done 
by the growers. 

(iv) The sugar factory should plan the 
growers’ requirements of inputs and 
supply them on time. The fertilizer re¬ 
commendations should be based cm the 


r 
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Table IV , 

State wise Area, Production & Yield of Sugarcane in 1965-66 & 1978-79 

Area Production Yield/ha Percentage Share to all-India 


Area Production 



1965-66 

1978-79 

1965-66 

1978-79 


1965-66 

1978-79 

> 1965-66 

1978-79 1965-66 

1978-79 

Uttar Pradesh 

14.90 

16.35 

(9.73) 

566.50 

626.12 

(10.52) 

38.0 

38.3 

— 52.5 

52.4 

45.7 

40.0 

Maharashtra 

1.71 

2.44 

(42.69) 

109.79 

224.82 

(104.77) 

64.2 

92.1 

(43.45) 6.0 

7.8 

8.9 

14.4' 

Tamil Nadu 

1.01 

1.72 

(70.29) 

87.54 

179.25 

(104.76) 

86.7 

1C4.2 

(20.18) 3.6 

5.5 

7.1 

11.5 

Karnataka 

0.89 

1.58 

(77.52) 

69.59 

118.23 

(69.89) 

78.2 

74.8 

— 3.1 

5.1 

5.6 

7.6 

Andhra Pradesh 

1.36 

1.42 

(4.41) 

103.19 

84.82 

( ) 

75.9 

66.8 

— 4.8 

4.6 

8,3 

6.1 

Haryana 

1.96 

1.90 

(-) 

76.03 

68.50 

(-) 

38.8 

36.1 

— 6.9 

6.7 

6.1 

44 

Punjab 

1.67 

1.07 

(-) 

57.70 

60.50 

Neg. 

34.6 

56.5 

(63.29) 5.9 

3.4 

4,7 

3.9 

Bihar 

1.70 

1.31 

(-) 

60.45 

41.76 

(-) 

35.6 

31.9 

— 6.0 

42 

4.9 

2.7 

Gujarat 

0.40 

0.58 

Neg. 

23.16 

32.37 

Neg. 

57.9 

55.8 

— 1.4 

1.9 

1.9 

2.1 


Total 25.60 28.37 

1153.95 1446.37 

45.1 51.0 

90.2 91.0 93.2 92.7 

AH India 


f 


indadtag others 28.36 31.19 

1239.90 1564.50 

43.7 50.1 

100.00 100.00 100.00 100.00 

Note: Figures in brackets indicates percentage growth in 1978-79 over that of 1965-66 

r ■ ; •.. ■ . .... 
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soil-test results of each individual 
field. 

(v) It has been observed that the quality 
of cane deteriorates when it is attacked 
by borers and other pests. One of lie 
studies has revealed that 30 per cent of 
the crop has been attacked by internode 
borers. If such attacks are detected in 
time and parasites that live on such borers 
are reared in the soil-eum-biological 
laboratories and released into the fields, 
the damage to the crops can be reduced 
significantly. 

(iv)* Power sprayers and pesticides 
should also be made available by the 
factory to the canegrowcrs. 

Banks should provide need-based credit 


for growing sugarcane as also for under¬ 
taking other works. The scale of finance 
lequired for cane cultivation should not 
be rigid but flexible as suggested by the 
sugar factories. It should take into account 
all the expenses the farmers have to bear 
on cane cultivation, viz. inputs-setts, 
fertilizers, manures, pesticidcs/inscctici- 
des, wecdicides, labour charges, irriga¬ 
tion charges, transport etc. Likewise, 
investment credit for purchase of farm 
implements, machineries, equipments, 
pumpsets, undertaking land develop¬ 
ment works, creating irrigation facilities 
etc. should be provided. Short-term cre¬ 
dit should also be extended for the pur¬ 
chase and storage of inputs by the dealers/ 
sugar factories in order to make them 
available to the growers on time. The 


credit should also be extended to the 
parties/sugar factories for undertaking 
contractual services for spraying, irriga* 
tions, harvesting, land preparation, etc- * 
Banks in consultation with the sugar 
factories and growers should organise 
crop competition in order to enthuse the 
grower to optimise the use of his re¬ 
sources and increase his profitability. 
The recovery of bank loan should be 
linked with the supply of cane to the 
factories. Crop insurance should also 
be introduced by the General Insurance 
Corporation with the objective of insuring 
the crop in the event of yield falling below 
the anticipated level of productivity. The ' 
level of productivity can be decided in 
the light of grower’s adoption of scienti¬ 
fic technology, inputs and services. 


Technology Transfer: Need for a Bold Policy 

U. N. Lakshman 


India spends a negligible proportion of its GNP on Research and 
Development. The author who is Lecturer in Commerce, University 
of Mangalore, urges the import of high technology and its adaptation 
to local conditions as was done by Japan. India, he says, cannot 
remain static in a technologically modernising world. In fact the void 
between our technology and that of the advanced countries is 
increasing every day. This process needs to be reversed 
in the interest of the rapid development of the nation. 


As modernisation proceeds countries 
become increasingly interdependent in 
technological matters. Knowledge flow 
has become as important as monetary 
flow. The central question before Go¬ 
vernments in the developing countries 
is how to acquire the technology needed 
to improve the quality of life of their 
people, and simultaneously improve their 
R&D to reduce the dependence on foreign 
technology. This is to save foreign ex¬ 
change and not to avoid advanced know¬ 
ledge. A nation these days can be 
rich even without having material re¬ 
sources if it possesses a good number of 
intelligent people. 

In this article an attempt has been 
made to show how interdependence in 
technology has become necessary 
nowadays. Science knows no national 
frontiers. The traditional methods 
of transfer of technology have failed 
to achieve the desired results. Just as aid 
contributed to the problem of debt bur- 
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den of the poor countries, technology 
contributed to widen the economic and 
cultural gap between the rich and poor 
countries of the world. It has also wide¬ 
ned the gap betwen the rich and poor of 
the same country. But this does not mean 
one should shut the door to aid and to 
technology. Technological advancement 
is a dominant factor underlying social 
and economic change in India as else¬ 
where. Technological change includes 
new methods of production, new designs 
of products and services and new products 
and new services. 

It is necessary that India does not inter¬ 
rupt the flow of technology. On the other 
hand it should try to become a master in 
its own house capable of independent 
technological decisions. A certain amount 
of protection is certainly needed to pro¬ 
mote the development of domestic techno¬ 
logical base. Technology is no longer 
merely an applied science but is an inter¬ 
nationally traded commodity whose value 
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in use and in exchange changes with time. 
Without the development of an absorptive 
and assimilating capacity for technology 
modernisation cannot occur. 

Technology plays a crucial role in eco¬ 
nomic development of any nation. The 
introduction of more labour and capital 
into the traditional means of production 
can, no doubt, expand the volume of 
production, but not increase efficiency in 
production which is essential and a crucial 
factor in development. Apart from the 
direct contribution of technology towards 
economic growth, its contribution through 
interaction with other factors of produc¬ 
tion and its multifier affects are of sub¬ 
stantial importance for all round develop-^ 
ment. Therefore acquiring knowledge 
and experience of technology is of vital 
importance. 

There is a need to change the concept 
of self-reliance. The experience of deve¬ 
loping countries has proved that mere 
transfer of technology from the developed 
to the less developed nations would not 
assist in solving the basic problems of 
hunger and poverty. There is a school of 
thought which says the answer for the 
problems of underdevelopment is to be 
found in a policy of increasing self* 
reliance. But, self-reliance should nojt 
mean a closed door policy towards all 
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kinds of foreign aid, be it technological 
or financial. While it may entail a selec- 
(Kive absorption of appropriate imported 
technologies, the essence of self-reliance 
is to build up an indigenous capacity to 
apply modem science and technology to 
produce and distribute goods and services 
within the country. Self-reliance should 
not avoid mutual reliance. It implies a 
judicious mixture of indigenous R&D and 
imported knowhow, in such a manner that 
the initiative and decision making option 
is always in our hands. 

Self-Sufficiency Concept 

i 

It is not the acquisition of technology 
from abroad as such that is bad, but the 
way we have done it in the past without 
encouraging our own R&D to get rid of 
dependence on outside technology that 
is galling. Technology would have to 
be imported in sophisticated and high 
priority areas where Indian skills and 
technology are not adequately developed. 
Though self-sufficiency should be resorted 
to in essential items like food, it is against 
_ our own progress to block advanced 
* technology in the name of self-sufficiency. 
In fact some of the most prosperous and 
developed nations are the most inter¬ 
dependent in nature. Everyone quotes the 
example of Japan. After importing 
technologies in a big way, it absorbed and 
improved upon them and became a net 
exporter of technology. But the secret 
of Japan’s success is that, in the process 
it spent on R &D nearly four times the 
money spent on import of technology. 
Further, one of the ingredients of Japan’s 
success has been its ability to accept that 

P other countries arc ahead of it in techno¬ 
logy and that it would happily buy it, 
assimilate it, build on it and even try to 
resell it. 

Technology transfers is a serious cha- 
llangeto sound industrial development 
and the decisions taken in respect of 
choice of technology should not commit 
the future generations to the present pat¬ 
tern of industry and industrial culture. 
Hence the question: Should we arrest 
the growth of population and apply 
modem science or should we apply tradi- 
, tional methods in the name of employ¬ 
ment and not care for productivity and 
■pficiency. Incidentally, modern science can 


be applied even to reduce the population. 
Therefore, India cannot afford to adopt a 
soft attitude in respect of technology 
transfer. 

The notion that developing countries 
should fashion their own technology has 
been widely advocated and equally widely 
condemned. It is a fact that the intro¬ 
duction of modern technology is risky 
and underdeveloped countries cannot 
afford to take risks, more so India, due to 
its huge external debt burden. But, techno¬ 
logy and its development is a continuous 
process and co-operation and understand¬ 
ing among nations arc essential for pro¬ 
gress. In theory the UN and its agencies 
like the World Bank and its affiliates are 
expected to come to the help of the 
developing countries. However, ulti¬ 
mately, it should be the responsibility of 
developing countries themselves to get 
out of the shackles of poverty. 

During the past 200 years, technologi¬ 
cal innovations have been dominated by 
a handful of nations. This has not only 
widened the gap in incomes but also in¬ 
creased the void in technological advance¬ 
ment. A glaring feature of the world 
today is its division into two blocs. One 
represented by 400 million people in 
Europe and North America with a per 


capita income of more than Rs 10,000; 
the other with more than a billion people ; 
in Asia, Africa, and South America with ' 
a per capita income of less than Rs 1,000, 

In addition to this large difference, th«T 
Western world is saving and investing in 
productively about 10 per cent ofthefc' 
income to create more wealth. The in* 
come disparity between the two groups 
today is about 10:1. 

A study by the OECD identified 110 
significant innovations in the 20th cep* 
tury. All emanated from developed coun¬ 
tries, with the US responsible for 60 
per cent, the UK 14 per cent and German 
firms 11 per cent. These figures indicate 
that innovations are not evenly spread 
even among the developed countries. 
Only the USA and the UK are net credi¬ 
tors in terms of royalty payments. The 
outflow of foreign exchange on techno¬ 
logical fees, royalties etc not only increas¬ 
ed with the increased foreign collabora¬ 
tion but it has also resulted in heavy 
debt burden. 

The basic object of every society 
should be to reduce the gap between the 
rich and the poor. In developing coun¬ 
tries including India the gap has widen¬ 
ed and become sharper by the introduc¬ 
tion of modern technology. According 
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Table 1 



1 

| International Comparison of Research and Development Efforts 

1 _ _ 1 

Name of the 

Year 

Population 

Per capita R &D expen- 

Per capita 

country 


(lakbs) 

GNPat 

diture as per- R &D ex- I 




current 

centage of 

penditure 




prices in 

GNP 

in US 8 




us $ 



Australia 

1973 

133 

5,060 

1.6 

71.28 

Canada 

1973 

224 

2,816 

1.2 

63.09 

France 

1974 

523 

4,505 

1.7 

91.14 

West Germany 

1973 

621 

4,977 

2.1 

117.24 

India 

1976-77 

6100 

127 

0.6 

0.43 

Italy 

1974 

558 

2,439 

0.9 

25.34 

Japan 

1975 

1109 

3,546 

2.1 

83.46 

Netherlands 

1974 

136 

4,699 

2.0 

159.65 

Pakistan 

1973 

649 

122 

0.2 

0.23 

Sweden 

1973 

81 

5,579 

1.6 

101.08 

UK 

1972 

558 * 

2,898 

2.0 

58.79 

USA 

1974 

2136 

5,923 

2.3 

158.50 

| Source: Department of Science and Technology, R&D Statistics, 1976-77. 
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to UNCtAD, direct payment for acquir¬ 
ing technology (patents,Jicences, trade 
marks, know-how, services etc) have been 
growing at about 20 per cent per year. 
By the end of this decade directs and 
indirect outlays on the acquisition of 
technology could reach $20 billion. Deve¬ 
loping countries are spending on an ave¬ 
rage two to four per cent of their national 
income on the import of technology. In 
the case of India more that 30 per cent 
of her export earnings goes for repay¬ 
ments in various forms. A larger part is 
accounted for by unjust transfer prices 
between the parent company and the 
subsidiaries and inordinately high sala¬ 
ries fixed for foreign specialists. Deve¬ 
loping countries also sustain huge liabi¬ 
lities because their options to choose 
foreign technology arc limited, a fact 
that invariably results in either outdated 
machinery or in repetitive imports. 
Surendra J. Patel, Director of UNCTAD’s 
technology division estimated that direct 
costs alone on licences, process of know¬ 
how patents, trade marks and technical 
services could amount to some $10,000 
million a year for developing countries. 
While indirect costs of their technical 
dependence including the transfer of the 
wrong technology or no transfer at all 
Could run as high as $30-50,000 million 
a year. 

Table 1 explains the low percentage of 
India's effort in R &D when compared to 
other nations. 

R&D Expenditure 

The per capita R AD expenditure in 
USA in 1974 was $158.50 while the popu¬ 
lation was only 2136 lakhs. On the 
other hand India spent only $0.43 with a 
population of 6,100 lakhs in 1976-77. 
The above statistical figures reflect the 
technological domination by a few deve¬ 
loped countries. The developed coun¬ 
tries are spending about 98 per cent of 
world expenditure on Research and 
Development. Five nations namely USA, 
Japan, West Germany, France, and the 
UK employ nearly 80 per cent of world’s 
research and development manpower. 

Tables 11 and 111 explain the amount of 
expenditure in India in relation to GNP 
and population and expenditure or R&D 
in the C entral sector. 

eastern economist 


tile import of patents and licence* 
into developing countries, especially by 
multinational concern* has established a 
new technological dependence. Depen¬ 
dence on imported technology 
* has been analysed on two bases, namely 
external and internal. The following 
points explain the position. 

External factors are: 

1. Suppliers of equipment are not 
interested in evolving or supplying the 
machinery and technology that may be 
needed by a developing country. 

2. It is a question of take it or leave it. 

3. The collaboration and financial 
tie-ups are such that they would not per¬ 
mit any choice in the import of the 
necessary equipment. 

4. The technical collaboration agree¬ 
ments restrict any innovation on the part 
of the developing countries. 


merits contain restrictive ' 

“No break-throughs". This limits the-* 


adaptation of the imported tech oology. ! 

6. The secrecy clauses prevent die- : 
semination of technological information 
and are responsible for continuing im¬ 
port of plant and machinery and know 
how. 


Internal factores include: 

1. The development of indigenous 
technology takes some time and needs 
effort. So, whatever is readily available is 
imported. 


2. Indian industry is so controlled and 
organised that it would not rise above 
its immediate and narrow interests, but 
would rather continue its easy and happy 
dependence on foreign suppliers for 
knowledge and technology. 

Import of technological knowledge 


r~ 


Tablf. n 

Expenditure on R&D in Relation to GNP and Population 


Head 

1958-59 

1968-69 

1973-74 

1976-77 

1. Expenditure on R&D 
and related S &T acti¬ 
vities (Rs crores) 

A. Central Sector 

27.66 

109.60 

199.60 

329.13 

B. State Sector 

1.00 

11.99 

24*13 

35.00* 

C. Private Sector 

0.15 

9.85 

30.35 

47.00** 

Total 

28.81 

131.44 

253.53 

411.13 

2. GNP at current Prices 
(Rs crores) 

12,600** 

30,293 

53,704 

590,47@ 

Expenditure on R&D as 
per cent of GNP 

0.23 

0.43 

0.47 

0.60 

3. Total population 
(crores, June end) 

41.5* 

51.6 

57.5 

61.0 

Per capita expenditure 
on R&D (Rs) 

0.69 

2.55 

4.41 

6.74 


* Tentative estimate. "* NNP, @ Quick estimate. 

Sources: 1. Expenditure on R&D. Dept of S&T (Hand Book on R&D Statis¬ 
tics, 1974-75) for first three years; Planning Commission (S&T. 
division) for the year 1976-77. 

2. GNP: General Statistical Organisation (National Accounts Statist 
tics) and Economic Survey 1977-78. 

3. Population: Registrar General of India (Monthly abstract of 
statistics, October 1977 CSO). 


• V f 


1432 





1 «u*oot go on or * large scale for 
alt tines. Though import of foreign 
,kaow how is essential yet in India there 
has been no systematic approach to this 
problem. Japan has, for example, a policy 
to adopt, develop, improve and “indi- 
* genise” imported technology. Such a 
strategy will be helpfol to India also. 
Technology transfer has given rise to a 
new concept for development planning 
in poor countries. It has also given a new 
hope for improvement in the standards of 
living in these countries. 

India today is concerned mainly in ob¬ 
taining: 

(a) Agreement with industrial coun¬ 
tries over a just transfer of patents 
and licences, including the endorse¬ 
ment of universally binding codes 
of conduct. 

(h) Reforms in international patent and 
licensing law. 

(c) An undertaking by industrial 
nations to raise the technical and 
technological potential of India in 
the long run to that of the indus¬ 
trial nations. 

Unplanned Import 

A country that wishes to develop has 
no alternative but to “treat itself’ to a 
technology transfer. The experience of 
the last three decades show that the 
transfer of technology between Govern¬ 
ments was very small. It is because, in the 
West, it is the industrial firms that con¬ 
trol technology. However, it cannot be 
denied that there has been large infusion 
of technical and other knowhow to India 
over the same period. India along with 
Japan, South Korea, Mexico, Brazil, Singa¬ 
pore and Hongkong would not have 
found it easj to attain the rate of growth 
they have achieved had there been no mas¬ 
sive transfer of technology. In fact, in the 
last 30 years, India has followed 
a laissez falre policy towards import of 
technology, thus permitting duplication 
in various fields. However despite 
attempts to catch up with the West, India 
found the gap widening due to lack of 
capacity for assimilation and innovation 
as has been so admirably displayed by 
Japan. We must import technology with 
.a view to adopting it. This can prove to 
^be most useful in fields such as pharma¬ 

it , IUtil f 


ceuticals, chemicals, minerals and oil ex¬ 
ploration engineering and electronics. 

There are areas where appropriate 
technology is relevant but in certain 
other areas we should jump into the 
future and accept, on a selective basis, 
highly sophisticated technology like space 
research, exploration of ocean resources, 
mining and application of remote sensing 
techniques for agriculture and for water 
tapping. In these areas it is belter if the 
Government of India allows purchase of 
upto date technology. Indian firms per¬ 
mitted to import foreign technology 
would be required in appropriate cases 
to set up adequate R &D facilities so that 
imported technology is properly adapted. 

Indian industrialists have less confidence 
in the competence of Indian engineers 
and scientists, with the result their invest¬ 
ment in research and development is 
meagre. To some extent the scientific 
community in India is also responsible for 
this state of affairs. It is unfortunate 
that most of the brilliant young boys and 
gills who go abroad are not coming 
back. This has not only contributed to our 
dependence on the West, but also drain¬ 
ed our scarce foreign exchange reserves. 

The real breakthrough will come only 
when the industrialists in this country 
are motivated to take up R&D activities. 
However, there is scope for improvement 


in the terms governing the technologic ; 
transfer from advanced to developing » 
countries. The improvements in the con¬ 
tracts for knowhow transfer should come 
about first in respect of sub-licensing 
because the suppliers prevent second 
Stage knowhow transfers by licensees If , 
this is done repetitive imports can be 
avoided. This would save a lot of foreign 
exchange resources. It calls for amend* 
ments in secrecy clauses. 

The entire R and I> establishment in 
India has not changed since its inception 
to suit the modem technology and to 
adopt modern methods. A major weak¬ 
ness in India's R and D activity is that 
research is confined to Government la¬ 
boratories and institutions. It is esti¬ 
mated that 89 per cent of the expenditure 
is by institutions under the Cential and 
State Governments and hardly]I per 
cent by industry. Table IV speaks of the 
expenditure by Central and State Govern¬ 
ments and by the private sectoi. 

Whether it is in the private or the pu¬ 
blic sector, industry in general has shown 
little interest in R and I) activities The 
public sector spent Rs 50 crores on R 
and Din 1976 77. It is therefore clear that 
the basic objective in starting national 
laboratories, namely to develop indi¬ 
genous technology, has not been served. 
In most of the industrially advanced 


f Table Ill 

Expenditure on R &D in the Central Sector (1951 7H) 

(Rs ci ores) 


No 

Period 

Plan 

Non-plan 

Total 

I. 

S&T Agencies: (Dept of 
Atomic Energy Space, 

CSIR, DST) 
a. First Plan 1951-56 

14.00 

6.00 

20.00 


b. Second Plan 1956-61 

33.00 

34.00 

67.00 


c. Third Plan 1961-66 

71.49 

73.00 

144.49 


d. Annual Plans 1966-69 

47.15 

83.44 

J 30.59 


e. Fourth Plan 1969-74 

142.27 

231.30 

373.57 


f. Fifth Plan 1974-78 

299.32 

362.58 

661.90 

11. 

S&T component under Minis¬ 
tries/Departments 

Fifth Plan 1974-78 

277.56 

378.56 

606,12 

—. 

Source: Plan documents issued by Planning Commission. 
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countries ft and D for industry is earn* 
ed out largely by industries^ themselves, 
whereas in India it has remained largely 
a Governmental activity* The linkages 
between Government laboratories a?d 
industry have, in general been weak. 
Design engineering work to supplement 
the development of new products/proccss 
did not receive adequate attention. Cohe- 
sivene&s is absent to integrate and co¬ 
ordinate the capabilities and elTorts in 
different institutions which are lying in 
different sectors or under different mini¬ 
sters or under different ownership (pub- 
lic/priVate). The industry has to increase 
its commitment to R and D not only 
from the point of view of achieving self- 
reliance but also fromthe point of view of 
modernising the units that have been esta¬ 
blished by imported technology and im¬ 
proving their performance to international 
standards in quality, cost relevance in the 
markets and using any imported techno¬ 
logy as a springboard for the develop¬ 
ment of competitive new technologies. 

it is most desirable that advanced 
countries help the developing countries to 
build their own technological potential so 
that they are able to make their own tech¬ 
nologies. The measures which the techno¬ 


logically advanced countries need to take 
to help the poor nations like India include: 

(a) A mutual and extensive exchange 
of information about methods and results 
of science and research, the arrangement 
of partnership for progress between uni¬ 
versities in industrial countries and uni¬ 
versities in developing countries, the 
education of students and skilled workers, 
in the field of science and technology. 

(b) Even to increase the absorbing 
capacity of imported technology one 
needs to import R and D on a much 
higher scale than is being done at present 
in India to strengthen the research and 
development staff both in the field of 
science and in the field of management. 
Hence, it is important to give greater 
attention to exchange of technologists 
and management experts between indu¬ 
stries and research laboratories. 

On the administrative side jt would be 
better if commerce and management 
oriented people are engaged to leave scie- 
tist do their work in the laboratories. In 
India wc find scientists heading the 
institutions as administrative heads rather 
than concentrating on research in their 
respective fields of study. This should 
be rectified as early as possible. 


(c) Relaxation is necessary in tjhe 
technical collaboration agreements of 
restrictive clauses either to purchase raw^ 
material or equipment. Sometimes they 
stipulate conditions on production pat¬ 
tern, exports and sales procedures. 

Science and technology know no na¬ 
tional frontiers. Traditional methods 
will not lead us to development, it is 
also wrong to believe that invention 
and innovation comes from elite only. 
This view has led to a biased opinion on 
India’s R and D functioning. Hence, 
we must involve the user of technology 
and if this is done the problem of tech¬ 
nology transfer will not arise at least at 
the lower levels. In fact, the innovator can 
team how it works in the practical field. 
The fruitless debate between the socalied 
appropriate technology or the application 
of high technology should end. 

The development needs of the country 
require the application of both kinds of 
technologies for many decades to come. 
India cannot afford to miss the “Tech¬ 
nological Revolution.” Net transfer of 
technology is not enough, it must be en¬ 
meshed into the basic structure of the 
society and be used as a base for future 
development. 


Table IV 

Expenditure on Research and Development : 1958-59 to 1977-78 


(Rs Crores) 


Year 

Central Govt 

State Govts. 

Private Sector 


Total 

Rs 

% to total 

Rs 

% to total 

Rs 

% to total 

Rs 

As % of GNP 

1958-59 

27.66 

96.0 

1.00 

3.5 

0.15 

0.5 

28.81 

0.23 

1965-66 

79.12 

93.0 

3.51 

4.1 

2.43 

2.9 

85.06 

0.39 

1968-69 

109.60 

83.4 

11.99 

9.1 

9.85 

7.5 

131.44 

0.34 

1969-70 

121.26 

82.9 

12.22 

8.3 

12.81 

8.8 

146.29 

0.43 

1970-71 

146.20 

84.3 

12.58 

7.3 

14.59 

8.4 

173.37 

0.47 

1971-72 

159.07 

86.1 

9.53 

5.1 

16.18 

8.8 

184.78 

0.47 

1972-73 

189.05 

80.8 

22.11 

9.4 

22.89 

9.8 

234.05 

0.54 

1973-74 

199.05 

78.5 

24.13 

9.5 

30.35 

12.0 

253.53 

0.47 

1974-75 

258.92 

79.9 

28.65 

8,8 

36.46 

11.3 

324.03 

0.51 

1975-76 

323.70 

81.3 

31.94 

8.0 

42.35 

10.7 

397.99 

0.61 

1976-77 

361.49 

80.7 

37.14 

8.3 

49.50 

11.0 

448.13 

0.65 

1977-78 

413.00 

— 

— 

— 

— 

.- 

— 

— 


Notes : Central Government includes Universities also. ( —) not available. 

Sources: 1. Department of S and T, Handbook of Research and Development Statistics 
Statistics, 1976-77. , 

3. Planning Commission, Draft Five Year Plan 1978-83 


1974-75, and R and D 
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Poau on Indngtry 


Automobile 

Despite being a late entrant into the ex¬ 
port market, the automobile ancillary 
industry has started exporting components 
worth over Rs 60 crores and the bulk of 
the outgo was to West European coun¬ 
tries. There has been substantial improve¬ 
ment in the quality of components pro¬ 
duced in the country. At the end of the 
first Plan, India’s production of auto 
omponents was worth only Rs 2 cro¬ 
ss but a decade later it multiplied to 
over Rs 500 crores. The production of 
the DOTD units, about 150, was expected 
to double by 1985. 

During the sixth Plan a production 
target of 1.2 million motor vehicles, 
including scooters, mopeds, motor cycles 
and tractors has been set as against the 
present output of around 500,000. The 
task before the ancillary industry is there 
fore, stupendous. The industry would 
have to turn out components worth about 
BRs 1,000 crores every year. 

Production and demand in respect of a 
few important components will reveal the 
piesent state of this industry. In the 
field of fuel injection equipment, an im¬ 
portant component in an automobile, 
there are at present four units licensed 
for the manufacture of single cylinder 
pumps, multi cylinder pumps, nozzles, 
nozzle holders, delivery valves and ele¬ 
ments. A preliminary study revealed that 
demand in the next three to four years 
may be of the following order: 

^Single cylinder pumps 9 50 lakh nos 

nWulti cylinder pumps 2 50 lakh nos 
Elements 84.75 lakh nos 

Delivery valves 89.00 lakh nos 

Nozzles 119.00 lakh nos 

Nozzle holders 20.50 lakh nos 

This is an area where it continues to 
be virtually a single source of supply, 
although, the capacity in existence and 
the capacity already approved would be 
sufficient to meet the demand. 

For the manufacture of crankshafts 
there are four units licensed for a capa¬ 
city of 116,000 nos, la addition to these 
■hecialised units, some of the vehicle 
■nanufticturers an also producing crank- 



Ancillaries : Rising Demand 


shafts to meet their own requirements 
both as original equipment as well as 
spares. It is estimated that the captive 
capacity available with such units is of 
the order of 95/700 nos. 

In addition to the units licensed, letters 
of intent have been issued to one more 
unit fora capacity of 10,000 nos and one 
unit has been registered for a capacity of 
12,000 nos. 

For the manufacture of oil seals there 
are at present six units with a total license 
ed capacity of 183.18 lakh nos. Letter of 
intent has been issued to one more unit 
fora capacity of 15 lakh nos. Taking 
into consideration the progress of these 
units, the capacity likely to materialise is 
expected to be of the order of 198.18 
lakh nos. While the requirements of 
general types of oil seals are being met 
through indigenous sources, those require 
ed for high pressure application are being 
imported. The main raw materials requir¬ 
ed for the manufacture of oil seals are 
met partly through imports and partly 
from indigenous sources. According to an 
assessment, the demand by another three 
to four years is expected to be of the 
order of 220 lakh nos. For meeting 
this demand as well as demand from 
other industries, it would be necessary to 
set up a capacity of the order of 300 
lakh nos. 

There are at p esent five units in pro¬ 
duction for the manufacture of shock 
absorbers with a total capacity of 24.35 
lakh nos. One of the existing units also 
holds a letter of intent for a capacity of 10 
lakh nos per annum. The requirements 
of shock absorbers are being met from 
indigenous sources. Besides meeting the 
internal demand, shock absorbers are 
also being exported. The main raw 
materials required for the manufacture 
of shock absorbers are certain types of 
alloy steel including strips, ERW tubes 
and certain plating materials with the 
exception of certain sizes of tubes, 
which are imported, the raw materials are 
available locally. 

In the field of gears there are 12 unit* 


with a total capacity of 14,605 tonnes* 
In addition, three units have been regls* 
tered for a capacity of 600 tonnes ap¬ 
proximately. Besides the above special* 
ised units manufacturing gears, some of 
the vehicle manufacturers including trac¬ 
tor manufacturers have their own captive 
capacity. The main raw matcnals requir¬ 
ed for the production of automotive 
gears is forging quality steel, which is 
available indigenously. The industry, 
however, requires specialised cutters which 
have to be imported. There is under-utili¬ 
sation of capacity in this section of 
industry. 

The number of units manufacturing 
pistons, piston rings and piston pins and 
their capacity (in lakhs) is given below: 

Licensed Registered 
No of units capacity 

Pistons 6 58.40 

Piston rings 8 783.50 

Piston pins 8 74.20 


Based on the demand estimated for the 
next three to four years, this section of 
industry also seems to have achieved 
adequate capacity. 

In the field of electrical components 
the important items are starter motors, 
generators, voltage regulators and distri¬ 
butors. There are at ptesent six units 
licensed for the manufactuie of voltage 
regulators and three units for the manu¬ 
facture of distributors. Based on a 
preliminaiy study, the demand during the 
next three to four years may be as under: 
Starter motors 3.60 Jakh nos 

Generatois 3 60 lakh nos 

Voltage regulators 8 00 lakh no* 

Distributors 3.50 lakh nos 


Although, the capacity already approv¬ 
ed would be able to meet the likely 
demand, there is virtually a single source 
of supply meeting more than 70 per cent 
of the demand. In order to diversify the 
supply base, well conceived proposals 
with some reputed collaborators could 
benefit the market. 
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Chairman’* Speech 

TEXTOOL COMPANY LIMITED 

Ganapa'hy Coimbatore-641 006 

Speech Delivered by the Chairman, Thiru B. Vijayaraghavan, LA S, to the 
Shareholders on the occasion of the Thirty Fourth Annual General Meeting 
held at Coimbatore on 4th December 1980. 


Ladies and Gentlemen, 

I am happy to extend to you 
all a most hearty and cordial 
welcome to the 34th Annual 
General Meeting of the Com* 
pauy. 

All of you must have receiv¬ 
ed the Director’s Report and 
the audited Balance Sheet and 
Profit and Loss Account for 
the year ended 30th April 1980, 
and, with your permission, I 
shall take them as read. 

The Company is now in its 
tenth year under the new 
management. During this 
period, we have steadily wiped 
out the liabilities of the past. 
Last year, for the first time 
after a break of twelve years, 
the Company was in a position 
to pay dividend on equity, 
which was at 6%. This year, 
we shall be paying a dividend 
of 10% on equity. 

The year under review has 
been a most difficult year. 
There was shortages of power 
extending over a period of 
several months which inhibited 
production and pushed up 
costs. Added to this, raw 
materials-particularly, pig iron 
and coke have been in acute 
short supply. I am glad to say 
that notwithstanding these 
impediments, the Company, 
in the year 1979-80, has suc¬ 
ceeded in recording an increase 
of 17% in its turnover over 
the previous year, and in secur¬ 
ing adequate profits which has 
enabled the declaration of a 
reasonable dividend on equity. 
But for these major cons¬ 
traints, the production would 
have been of a much higher 
order and the profitability also 
much better than what it has 
been. 
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In the year 1980-81 also, 
production has been increasing 
substantially; and further in¬ 
crease in output and higher 
profitability are considered 
distinct possibilities at this 
stage. During the first six 
months of this financial year, 
the turnover has increased by 
20% over the same period of 
last year. This trend is likely 
to endure. The increased out 
put has been achieved essen¬ 
tially by the modernisation 
programme which is being im¬ 
plemented in stages and which 
is expected to further improve 
productivity and production. 

The Textile Industry to 
which the bulk of our machi¬ 
nery is supplied, continues to 
be buoyant. The Company 
has its order book full for 
quite some years to come. 
Active steps have been taken 
to steadily increase the output 
in the next few years with 
prospects of much higher pro¬ 
fitability and I am sure the 
Company will in the coming 
years, be in a position to pay 
higher dividends and also 
create good reserves. 

The Company which is largely 
reliant on indigenous techno¬ 
logy has built up a competent 
Development Department and 
all the indigenous machinery 
developed by this Department 
have been well accepted in the 
market and arc competing very 
favourably with machinery 
manufactured with foreign 
collaboration. 

The Company is also main¬ 
taining its export activities. 
The export orders booked in 
the previous years are being 
executed in the current finan¬ 
cial year. I am happy to in¬ 


form you that, for the third 
time, your Company has re¬ 
ceived an Award from the 
Textile Machinery Manufac¬ 
turers’ Association for Out¬ 
standing Export Performance 
in Weaving and Weaving Pre¬ 
paratory Machines in the year 
1978-79. The Award was re¬ 
ceived in May 1980. 

During the year under re¬ 
view also, the Management, 
in its relationship with Labour, 
continued to follow the en¬ 
lightened and pragmatic poli¬ 
cies which have kept the Com¬ 
pany free from labour trouble 
during the last ten years. The 
present enviable position of 
the Company in terms of finan¬ 
cial soundness with a good 
share of the market under its 
command and with a good 
reputation for its products re¬ 
flected by a very heavy order 
book, is due, in no small mea¬ 
sure, to the excellent under¬ 
standing that has prevailed all 
these years between Labour 
and Management. 

The recovery operation ini¬ 
tiated in the year 1970 have 
come to a successful conclu¬ 
sion. . The objectives with 
which we ventured on this 
programme in 1970 have now 
been fully achieved. I have no 
hesitation in saying that the 
rehabilitation of Textool is a 
success story that has few 
parallels in the industrial his¬ 
tory of the State. I am sure 
the shareholders will appre¬ 
ciate the efforts put in by one 
and all concerned to make this 
achievement possible. 

' The tireless service rendered 
by the employees and the 
management, the competent 
guidance of your Directors, 
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the goodwill of the many cui>* 
tomers of the Company, the^ 
active support of the financial 
institutions and of the Com¬ 
pany’s bankers, the encourage¬ 
ment given by the Government 
of Tamil Nadu* -all these have 
made us what we arc today. 
Your Managing Director, 
Thiru S. Subramanyam, has* 
ably steered the ship of Tex- 
tool over stormy seas and bro¬ 
ught it to a safe harbour. *** 
You have many more sea&^ 
to cross. Hard work and eter¬ 
nal vigilance—let this be your 
watchward for the future. 

The programme launched by 
the Government of Tamil 
Nadu for the rehabilitation of 
the Company having now come 
to a successful conclusion. 
Government have decided to 
withdraw from the manage¬ 
ment of the Company. I, there¬ 
fore, take this opportunity to 
bid you farewell. During th% 
last over three years when I 
have been Chairman of your 
Company, I have received from 
you your goodwill in abun¬ 
dant measure; my colleagues 
on the Board of Directors and 
also the staff of the Company 
have given me their unstinted 
co-operation. For all these* 

I am deeply grateful. 

May Textool grow from 
strength to strength ! 

B. VIJAYARAGHAVAN 
CHAIRMAN 

Note : This does not purport 
to be the proceedings of 
the Meeting, 


SAKTHI SUGARS LIMITED 


Regd, Office : 

73-A, Race Course Road, 
Phone r 25551-5; P.B. No. 3775 
Coimbatore-641018 


Factory : 
Sakthinagar Post, 
Bbavani Taluk, 
Erode R.M.S. 


Highlights from the speech of Sri N. Mahalingam, Chairman of the 
Company at the 19th Annual General Meeting held at Coimbatore 
on December 19, 1980. 



jpgfea Economic Scene: 

1. A new Government at the 
Centre has been formed under 
the leadership of our esteemed 
Prime Minister, Smt. Indira 
Gandhi. In Tamilnadu, Thiru 
M.G. Ramachandran has 
formed the new Government. 

2. The Central Budget pro¬ 
posals adumbrated by the 
pragmatic Union Finance 
Minister, Sri R. Vcnkataraman, 
were constructive in many res- 

I peels. Though the burden of 
taxation on corporate assesses 
was not reduced, some conces¬ 
sions were given in the shape 
ofexira depreciation on plant 
and machinery and waiver of 
conveitibiliiy clause in respect 
of term loans granted by the 
financial corporations. The re¬ 
vival of ihe tax on interest in¬ 
come by banks and financial 
institutions has resulted in a 
drastic rise jn interest rates. 


Comeback in 1979-80; 

3. About your Company, 1 
pm happy to inform that the 
rreintroduction of the dual pric¬ 
ing system for ugar from 19th 
December 1979 and adequate 
supplies of cane have enabled 
your Comp >ny regain its for¬ 
mer health. The gross profit 
for the year before depreciation 
rose nearly five-fold to Rs. 
303.53 lakhs from Rs. 52.40 
lakhs in 1978-79 in spite of 
handling a reduced quantity of 
6.24 lakh tonnes of cane against 
7.68 lakh tonnes in the previ¬ 
ous year. The Distillery also 
worked profitably and the out- 
of alcohol rose to 95.44 
jth bulk litres from 71.36 
i bulk litres. 


4. With the higher level of 
earnings, it was possible to 
provide fully the depreciation 
charges due upto 30th June 
1980 aggregating to Rs. 306.41 
lakhs besides clearing the divi¬ 
dend on preference shares due 
for six years. After a lapse of 
five years, dividend on equity 
capital is being resumed at 12 
per cent taxable. 

5. I am glad to report that 
in the past two seasons your 
factory stood first in all the 
four Southern States in terms 
of cane crushed and sugar 
produced. 

From Darkness to Light: 

6. The dark chapter of the 
Company during 1975-79 was 
due to a variety of factors. 
The first major constraint was 
the change in the formula for 
fixing levy sugar price in July 
1975 when the profits from 
non-levy sugar began to be 
taken note of. The second was 
the irreparable loss suffered by 
the Company in the demise of 
Sri V.M. Kailasam, Commer¬ 
cial Director, who was all 
along a source of strength and 
support. The severe drought 
in the factory area continuous¬ 
ly for three years was the third 
factor. 

7. I wish to record the time¬ 
ly help extended by the finan¬ 
cial institutions/banks under 
the constructive lead of the 
Industrial Finance Corporation 
of India. Subsequently, the 
Industrial Credit & Investment 
Corporation of India Ltd. 
took over as our lead institu¬ 
tion. I cannot adequately 
thank them for the prompt and 


sympathetic gesture which en¬ 
abled the Company to weather 
the storm successfully and pre¬ 
serve its reputation. 1 am also 
grateful to the cane growers 
and employees for their un¬ 
stinted cooperation during this 
difficult period. 

Recent Pragmatism: 

8. The continuance of the 
dual pricing system and the 
notification of reasonable levy 
prices have to be welcomed. 
The realistic policy adopted 
by the Government should en¬ 
able the industry to achieve 
sustained growth in the com¬ 
ing years. However, it is 
necessary to ensure coordina¬ 
tion of policies of the Central 
and State Governments. 

9. As the shortage in sugar 
production is likely to continue 
for some time in domestic and 
world markets, a deliberate 
policy should be pursued for 
boosting production and ex¬ 
port. In this context, I venture 
to suggest that sugar factories 
should be allowed to export 
upto 10 per cent of their pro¬ 
duction under Open General 
Licence. This incentive will 
enable the sugar factories to 
pay a higher cane price while 
the Government will be bene¬ 
fited by the huge foreign ex¬ 
change earnings. 

10. The incidence of pur¬ 
chase tax and cane cess in 
Tamil Nadu is the heaviest in 
the country which has to be 
rationalised on par with the 
All India average. It is hoped 
that the State Government will 
announce a matching relief be¬ 
fore long. 


Promising Prospects: 

11. Since the publication of 
the accounts for 1979-80 the 
horizon has brightened enabl¬ 
ing us to take an optimistic 
view of the immediate future. 
Against the statutory minimum 
c.mc price of Rs. 130 per tonne, 
the State Government lias ad¬ 
vised payment of a higher 
minimum price of Rs. 175 per 
tonne of cane, linked to a re¬ 
covery of 8.5% and the price 
applicable to Sakthi Sugars is 
Rs. 189.40 per tonne. In res¬ 
ponse to the demand of the 
cane growers, your manage¬ 
ment has aereed to pay a price, 
of Rs. 20u per tonne. This' 
payment will be suitably ad¬ 
justed against the final price 
determined in due course. Jt 
may be possible to crush over 
6 lakh tonnes in the current 
season, with an improvement 
in recovery as well. The Dis¬ 
tillery however may not be 
able to maintain production at 
the level of 1979-80 as supplies 
of molasses may not be ade¬ 
quate, but tho off-take is ex¬ 
pected to be remunerative. 

12. With the improvement 
in the financial position, your 
Directors are examining how 
the activities of the Company 
can be diversified and available 
facilities utilised to greater ad¬ 
vantage. I can only reiterate 
that the future prospects are 
promising and the new projects 
when implemented will be 
beneficial to all. 

This does not purport to be a 
report of the proceedings of the 
19th Annual General Meeting 
of the company held at Coimba¬ 
tore on 19th December , 1980*) 
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STATE OF THE 
ECONOMY 


Bonus Bill 

The Lok Sabha has passed 
the Payment of Bonus (Se¬ 
cond Amendment) Bill 1980, 
which among other things 
brings under its purview bank¬ 
ing companies and provides 
for payment of a minimum 
bonus at 8.33 per cent. 
The Bill also provides for 
delegation of powers by the 
appropriate Government to 
institute prosecutions for 
offences under the act, to 
an officer not below the rank 
of a Regional Labour Com¬ 
missioner or a State Labow 
Commissioner as the case may 
be. The Bill replaces the 
ordinance promulgated in 
this regard in August this 

S ar. The Minister of State 
r Labour, Mrs Ram Dulari 
Sinha, urged the members to 
accept the Payment of Bonus 
(Second Amendment) Bill 
as its primary purpose was 
to do away with ad hocism 
and make 8.33 pci cent bonus 
formula “a permanent fea¬ 
ture” of the existing law. 

India's Oil Burden 

India's crude oil impoit bill 
will go up by at least Rs 500 
crofe a year as a result of 
the latest OPEC oil price 
hike announced at Bah 
recently. The increase in the 
prices, expected to be elective 
from January, works out to an 
average of 10 per cent, in the 
case of countries from where 
India is importing. The new 
OPEC oil prices range from 
US $32 to a maximum of 
$41. Existing OPLO member 
countries pi ices vary from $30 
to $37 per band, 

India's import bill for the 
current financial year was 
officially estimated at Rs 
5,000 crore earlier. The price 
Of market crude (Arabian 
light} produced by Saudi 
Arabia went up by $2 per 
barrel. Announcing the new 


price decision at a press con¬ 
ference OPEC Secretary Gene¬ 
ral Rane Ortis said prices 
will be reviewed at the OPEC 
Ministerial Conference sche¬ 
duled to be held in Vienna 
on May 25,1981. Dr Subroto, 
OPEC’s new President, In¬ 
donesia’s Minister for Energy, 
said oil importing developing 
countries would be assisted 
”as much as possible”. 

Liberalised Capital 
Goads Imports 

The Chief Controller of 
Imports and Exports has 
taken a series of steps to 
further liberalise the proce¬ 
dure for import licences for 
capital goods in consultation 
with the Union Ministries 
concerned. Under the new 
procedure n >tified to all lic¬ 
ensing and sponsoring autho- 
lities, applications from actual 
users requiring to import 
small equipment and instru¬ 
ments up to Rs 50,000 in 
a year, need not be referred to 
DGTD for clearance from 
the indigenous angle. 

In such cases, after an essen¬ 
tially certificate has been 
obtained from the sponsoring 
authority, the applications 
will be placed before the 
local capital goods com¬ 
mittee, where the DOT’D 
representative present will 
give the clearance at the meet¬ 
ing itself. For machinery 
valued up to Rs 2 lakhs, im¬ 
port licences may be granted 
without placing the appli¬ 
cations before the capital 
goods committee, subject 
to the licence having been 
recommended by the spon¬ 
soring authorities and the 
indigenous clearance having 
been given by DGTD. 

Where the value of machi¬ 
nery to be imported exceeds 
Rs. 10 lakhs, the intending 
importer has first to advertise 
his requirement to provide 


an opportunity to the iadigcn- 
ous producers. However, the 
Secretary (Technical Develop¬ 
ment) can waive the advertise¬ 
ment requirement if DGTD 
has conclusively advised that 
there is no indigenous angle 
to the machinery being im¬ 
ported. 

Maruti Nationalised 

The Government would 
invest about Rs 100 crores 
in the Sixth Plan in the nation¬ 
alised Maruti company to 
establish mass-scale manufac¬ 
turing facilities for diesel 
cars and commercial vehicles 
using the latest techniques. 
This was stated hy the Minis¬ 
ter of Industry, Mr Charanjit 
Chanana, in the Lok Sabna 
recently while moving the 
Maruti Nationalisation Bill 
for the consideration of the 
House. 

Indo-Cuban Industrial 
Cooperation 

The need for closer in¬ 
dustrial cooperation bet¬ 
ween Cuba and India in the 
engineering industry was 
emphasised at the reception 
by Association of Indian 
Engineering Industry (AlEI) 
to a live member official Cuban 
li,dustrial Delegation, which 
arrived in India recently on 
a 10-day visit. The leader of 
the delegation, Mr Alfredo 
Ping Pena, Head of Depart¬ 
ment of Collaborations in 
State Committee for Econo¬ 
mic Cooperation referred 
to the importance of the sugar 
industry in the Cuban economy 
and identified the objec¬ 
tives of the mission to India 
as to assess and identify the 
areas of cooperation w sugar 
machinery supplies from 
India, machine tools, railway 
rolling stock and coaches, 
gantry cranes, 

Indian engineering expoits 
to Cuba are at present negligi¬ 
ble and in this context the 
visit of the Cuban Industrial 
Delegation is most signifi¬ 
cant particularly as a quick 
follow-up to the recent visit 
of an Indian delegation. Mr 
Pena emphasised that the 
inhibiting factors of distance 
and communications could 
be largely overcome as there 


mi ctoa# identity oAftffeftfb 

between Cuba End India in 
the furtherance of nop-aligi^ 
countries movement. Ka 
Pena indicated that his delega-i 
tion would visit industrial 
establishments manufacturing 
sugar machinery, machine 
tools, coaches and railway 
rolling stock and a followup 
Mission would visit India in 
eaily 1981. 

Mr V. Raman, Chairman, 
AiEl sugar machinery divi¬ 
sion, highlighted the Indian 
capabilities in sugar plant and 
mill machinery built through 
absorbing latest technologies 
from world-over. JndmVl 
record of sharing this ex¬ 
perience in sugar machinery 
industry was impressive as 
in recent years, Indian 
industry had assisted Indonesia, 
Renva, Tanzania, Uganda, 
Trinidad, Liberia and Ethio¬ 
pia in setting up sugar plants. 
Total sugar mill machinery 
exports had increased from 
Rs 24.,') million in 1976-77 
to Rs 94.8 million in 1978-79. 

The AlEI action plaiu 
presented to the delegation fog 
closer industrial cooperation 
included : (i) a comprehensive 
exposure of Indian engineering 
capabilities to the visiting 
delegation; (ii) identify speci¬ 
fic items which India could 
supply to Cuban industry; (lit) 
consider tripartite industrial 
cooperation for third country 
projects; (iv) visit of a speci¬ 
alised Cuban mission at the 
time of the Indian Engineering 
Trade Fair to be held in 
February 1981 and partici¬ 
pate in the industry days 
and other associated conferen¬ 
ces; and (v) a selective pto^ 
jection of Indian capabilities 
by distribution of catalogues 
and specialised literature to 
the various industrial agencies 
in Cuba. 

Philosophy of 
Management 

A clear objective, faith in 
one’s capabilities and single* 
minded pursuit of the objec¬ 
tive were the essentials of 
successful management, Mr 
D.P. Mandelia, stated it* 
cently, while inaugurating 
a seminar on the philoso¬ 
phy of management under 



MSTHKN ECONOMIST 


1438 


' fee fee 

Cbinmaya institute of Mana- 
gement and the Federation of 
pMniataka Chambers of 
Commerce and Industry. 

' Sharing his practical ex¬ 
perience spanning six deca¬ 
des with the seminar parti¬ 
cipants, Mr Mandelia said 
|biey should conduct affairs 
m such a way that they 
succeeded in achieving the 
tasks set before them. The 
philosophy of management 
would be that in achieving 
this end, one had to take 
recourse to the pursuit of 
jjtfodom and apply the know- 
P&ge of causes and laws of 
all things and reasoning. 

In the pursuit of the objec¬ 
tive, one should call in the 
unutilised capacities in one¬ 
self and colleagues. Only in 
times of real need could man 
call upon this vast unutilised 
potential source of energy 
and power. Anyone who 
could not observe the sim¬ 
ple rules of good health 
should not be in the onerous 
and serious profession of 


;• management, said. Mr Man¬ 
delia. 

Dtmaitd for Indian 
HamUoom Goods 

The demand for Indian 
handloom goods and gar¬ 
ments is continuously increas¬ 
ing in international markets 
mainly the US, the UK, West 
Germany, France and Japan, 
according to official figures 

Figures show that as against 
India’s total exports of about 
Rs 310.10 crores of fabrics, 
made-ups, garments, silk and 
others in 1979-50, the total 
for the six months from April 
to September this year' stood 
at Rs 170,26 crore provision¬ 
ally. The largjest component 
of this total atRs 54 crores 
came from gai ments alone. 

The US accounted for Rs 
19.26 crores till June this year 
as against Rs 105.69 crores 
during 1978-79, the UK Rs 
5.36 crores against Rs 25.52 
crores, West Germany Rs 
7.82 crores against Rs 29.29 
crores, France Rs 4.83 crores 
against Rs 15.21 crores and 


■fap&fi Rs 4;39 crores against 
Rs 12,17 crores. 

Other countries figuring in 
the exports were the Nether¬ 
lands, Italy, Australia, Sweden, 
Canada, Singapore, Den¬ 
mark, Switzerland and Malay¬ 
sia ranging from less than 
one crore to over two crores 
of rupees. 

Officials say that the .re¬ 
conciliation of statistics main¬ 
tained by India’s quota en¬ 
dorsing authority and Italy 
is in progress. Meanwhile, all 
the held-up consignments are 
being cleared by the Italian 
authorities on the basis of pro¬ 
visional debit to 1981 quota. 

New LIC Business 

The Life Insurance Cor¬ 
poration of India introduced 
a new business of Rs 1603.12 
crores under 11,18,450 pro¬ 
posals in individual assur¬ 
ances business during the 
first eight months of the 
current financial year from 
April to November, 1980. 
The Southern Zone tops the 
list with an introduced busi¬ 


ness of RS .crores ah&i 

367,298 proposals* followed , 
by the Western Zone with a; 
business of Rs 400*49 crores 
and 272,170 proposals* The 
new business introduced by 
other zones was-—Northern 
Zone Rs 254 crores with 
143,905 proposals; Eastern 
Zone Rs 252.10 crores witn 
193,106 proposals and Cen¬ 
tral Zone (Rs 211.96 crores 
with 141,971 proposals). 

Bombay Division amongst 
the divisions of the Cor¬ 
poration, stood first with a 
sum proposed of Rs 182.86 
crores followed by Calcutta 
and Delhi with sums proposed 
of Rs 86.79 crores and Rs 
81.15 crores respectively. Simi¬ 
larly, Bombay Division stood 
first, in respect of number of 
proposals, having introduced 
109,178 proposals followed 
by Calcutta and Bangalore 
with 62,301 and 44,460 pro¬ 
posal Is respectively. 

Asansol Division stood first 
in percentage variation, in 
respect of introduced busi¬ 
ness, over the best of corres- 
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ponding period in the last, 
five years with ait increase of 
47 per cent followed by 
Muzaffarpur Division with 
38 per cent and Thnnjavur 
Division with 36.7 per cent. 

IDA Credit for 
Orissa Project 

The International Develop¬ 
ment Association (IDA), an 
affiliate of the World Bank, 
recently announced the appro¬ 
val of a credit of SDR 63.3 
million (US$ 83 mi lion) lo 
help finance an irrigation pro¬ 
ject' in Orissa State. The 
US$ 110.3 million project 
will help ensure continued 
availability of irrigation water 
to a 167,000 hectare command 
area now served by two wciis 
which are 110 years old and 
need to be replaced. The pro¬ 
ject will safeguard farm in¬ 
come and employment. The 
project includes the develop¬ 
ment of a drainage master- 
plan for the entire Mahanadi 
Delta and a programme of 
water management. The IDA 
credit to India is for 50 year** 
including 10 years of grace. 
It is interest free, except for 
a service charge of 3/4 of one 
per cent ro meet lDA\s ad¬ 
ministrative costs. 

US Assistance 

The US economic assistance 
to India, although on a mo¬ 
dest scale in relation to other 
countries, is likely to be raised 
to $135 million in fiscal 1981 
as against $103.2 million in 
1979-80. Aid commitments 
totalling $100 million (Rs 77 
crores) for agricultural, irriga¬ 
tion and health projects and 
fertiliser imports are likely 
to be signed soon. 

The US Agency foi 
International Development 
(USAID) is currently dis¬ 
cussing a broader programme 
of technical collaboration 
in agricultural research, land 
and water cor-sc. vation, fores¬ 
try and development of en¬ 
ergy resources for the next 
few years. 

IJS economic aid was re¬ 
sumed in 1978 after a lapse 
of seven years. The aid pro¬ 
gramme is mainly to support 
irrigation projects in Gujarat 
and Rajasthan besides fer¬ 


tiliser imports while the pro¬ 
posed programmes will cover 
an integrated maternal and 
child nutrition project, a 
medium irrigation projecl in 
Maharashtra and social for¬ 
estry in Madhya Pradesh. 

Out of $103 million in fiscal 
1980, $24 million were by way 
of grants and $79 million loans r 
The aid components included 
$44 million for fertiliser im¬ 
ports designed to facilitate 
access to nutrients for small 
farmers. Fifty million dollars 
is likely to be provided for 
the purpose in 1980-81 and $35 
million for agricultural develop¬ 
ment credit loan (co-financing 
with the World Bank) for 
minor irrigation and $20 
million for Rajasthan medium 
irrigation project. 

Bombay High Gas 
Delayed 

The resumption of Bombay 
High gas supply seems to be 
delayed by a day or two from 
the stipulated schedule. The 
two main consumers, Rash- 
tiiva Chemicals and Fertilisers 
and the Tiombay Thermal 
Station, may not get the sup¬ 
plies for a day or two. 

What the actual position is, 
could not be ascertained from 
the ONGC top officials who 
were reported away on the 
platform expediting the com¬ 
missioning work. 

The flushing out of the 
pipeline from Bombay High to 
Uran terminal was successfully 
completed recently by the 
ONGC engineers, accoiding 
to an ONGC source. 

Coconut OH from 
Philippines 

Philippines has offered to 
supply 150,000 tonnes of 
coconut oil to other develo¬ 
ping countries in exchange of 
a suitable commodity for 
the current year. This was dis¬ 
closed by Dr P.C. Alexander, 
Fxeeutive Director, ITC, 
GATT, recently. 

Briefing newsmen at the 
deliberations of the five-day 
meet on vegetable oilseeds and 
oils recently Dr Alexander # 
said that this offer had come 
in the wake of the emphasis 


the seminar had laid on grea¬ 
ter mutual trade between 
developing countries. 

In this connection, he said, 
the seminar called upon the 
developing countries to in¬ 
crease their share of trade in 
vegetable oils from the pre¬ 
sent 35 per cent to 50 per 
cent by 1985. 

D* Alexander said that the 
developing countries’ im¬ 
ports we ( c expected to go 
up to 8.4 million tonnes by 
1985 from the present level 
of 7.4 million tonnes mainly 
because of the rise in con¬ 
sumption owing to an in¬ 
crease in population. 

National Textile 
Corporation 

The gross turnover of the 
National Textile Corporation 
(NTC) has crossed the Rs 500 
crore mark and NTC had 
purchased cotton worth Rs 
250 erodes in the country last 
year. NTC produced nearly 
23 per cent of the total pro¬ 
duction of textile doth in the 
country, which was about 1000 
million metres of doth and 
60 million kgs of yarn, accor¬ 
ding to Mrs S.N. Bhatnagar, 
Manager, Public Relations, 
NTC. 

She said that the losses in 
the NTC of Madhya Pradesh, 
a subsidiary, had gone down 
though the interest burden 
increased steeply. Of the 
seven mills in the State, three 
mills, the Burhanpur Tapti 
Mills, the Kalyanmal Mills 
and the New Bhopal Mills 
had shown profits while the 
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remaining were still showing 
losses. 

The main causes for losses 
in the MP units were UstcMM 
high man to machine rawP 
in all departments, non- 
starting of three to four sides 
and four looms working, high 
interest burden, frequent 
trippings or shut down in 
power and obsolete machinery 
which required modernisation. 

New Diesel 
Locomotivee 

The need for development 
and indigenous manufacture 
of medium and heavy dii&R 
(650 hp to 1500 hp) dicrfP 
shunting locomotives was rea¬ 
lised by Suri and Nayar 
Ltd (SAN) who had applied 
to the Government for an 
industrial licence to manu¬ 
facture locomotives of these 
ratings. in anticipation of 
obtaining the licence, designs 
were completed and action 
taken to create the necessary 
infrastructure. 

The grant of industrial li¬ 
cence for the manufacture 
higher horsepower locoraflfej 
tives was issued only on 
March 21, 1980. The licence 
permitted SAN to manufacture 
locomotives upto 650 hp. 
There has been an cver-in- 
creasing demand for higher 
horsepower shunters in the 
country and due to lack of 
capacity in the public sector 
manufacturing units, the needs 
of industry have not been met. 
SAN has already designed the 
650 hp diesel locomotive suit* 
able for Indian climatic con- 
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f ditioas and the specified oper- 
[jdmg requirements. Con- 
iHHffit of its capability, SAN 
r planned the manufacture of a 
prototype soon ater the higher 
horsepower licence, to manu¬ 
facture the locomotives, was 
finally granted by the Govern¬ 
ment. 

Locomotives comparable to 
the most up-to-date inter¬ 
nationally accepted technolo¬ 
gical standard have been 
• designed and 200 of them 
ranging from 30 hp to 300 hp 
are in operation, giving smooth 
reliable service. R & D 
HHPIrts have also resulted in 
design and manufacture of 
indigenous hydraulic trans¬ 
mission systems for locomo¬ 
tives upto 700 hp. An award 
for import substitution was 
won by SAN for development 
of the first flame-proof loco¬ 
motive for operation in places 
where inflammable gases arc 
present, such as collieries and 
refineries. 

Space Research Plan 

NVidia will soar to greater 
jieTghts in space research with 
its Rs 800 crore perspective 
plan for 1981-90 that places 
greater emphasis on self- 
reliance in high technology 
areas in sending up heavier 
satellites for remote sensing 
and communication from its 
own launching pad at Srihari- 
kota, 80 km north of Madras. 

As many as 23 satellites, 
including three major ones 
with payloads in the 450 to 
*fi00 kg range, are being lined 
J>y over 10,000 scientists 
^ engineers of the Indian 
^ ace Research Organisa¬ 
tion (1SRO), who are now 
carving a permanent niche for 
the nation in the exclusive 
space club. 

From March 1981, India 
will launch two SLV’s every 
year beginning with the first of 
the Rohini development series 
called Rs-one-d-one aboard 
the SLV-3-d-one advanced 
rocket. All the launches 
will carry technological and 
scientific payloads heavier 
than, the one carried in July 
“ rthe Rs-one on the SLV- 

be 1SRO would, howevci f 
Be launching in 1986 its in¬ 
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digenously built 600 kg Indian 
Remote Sensing Satellite 
(IRS-one) aboard the equally 
heavy Polar Satellite Launch 
Vehicle (PSLV) incorporating 
the latest in propellant techno¬ 
logy. 

The success of PSLV will 
herald an entirely new chap¬ 
ter in space research from the 
1990’s when India will think 
in terms of materials research 
in outer space in space stations 
where Indian cosmonauts will 
collaborate with Soviet cos¬ 
monauts, for which an ag»ce¬ 
ment has already been signed. 

Loans to States 

Twcntytwo State Govern¬ 
ments owed a total of Rs 
13,876.35 crorcs to the Cen¬ 
tre as on March 31 last year, 
the Lok Sabha was informed 
recently. The Uttar Pradesh 
Government owed the highest 
amount of Rs 1,951,36 crorcs 
followed by West Bengal 
Rs 1,394.54 crorcs, Bihar Rs 
1,245.26 crores, Andhra Pra¬ 
desh Rs 1,074.75 crore and 
Maharashtra Rs 1,007.16 
crore. The Central loans 
outstandng from other States 
include (in rupees crorcs)): 
Karnataka, 673.18, Tamil 
Nadu 778.26, Assam 601.89, 
Gujarat 530.59 and Orissa 
771.25. 

Names in the News 

Mrs Barbara Ward, British 
economist who has champion¬ 
ed the cause of developing 
countries for a quarter cen¬ 
tury, has been given the 1980 
Jawaharlal Nehru Award for 
International Understanding. 
Mrs Ward, now in hospital 
in London for treatment of 
cancer, is the sixteenth winner 
of the award, which carries 
Rs 100,000 in cash and a 
citation. 

Dr Bishwajit Choudhary, 

Horticultural Scientist and 
presently head of the Divi¬ 
sion of Vegetables and Flori¬ 
culture at the Indian Agri¬ 
cultural Research Institute 
(IAR1), New Delhi, has won 
the coveted Norman Borlaug 
Award for 1979 instituted by 
the Coromandel Fertilisers 
Ltd. 

Dr Chaudhary, who is 54, 


has very solid accomplish¬ 
ments both in basic and appli¬ 
ed work in vegetables and 
has developed a front-rank de¬ 
partment in Floriculture and 
Vegetables. He has distingui¬ 
shed himself by talking leading 
role in the All-India Co¬ 
ordinated Project on Vegeta¬ 
bles sponsored by the Indian 
Council of Agricultural Re¬ 
search (ICAR). 

Mr Santos! Kumar Oberol 

has been appointed. Managing 
Director of Hotel, Corporation 
of India, a subsidiary of Air 
India. Mr Oberoi was Gene¬ 
ral Manager (Hotels) of HCI. 
A graduate of Panjab Uni¬ 
versity, he has a diploma in 
hotel management from the 
Scottish College of Commerce 
of Glasgow University. 

Mr Premod Narnia is tit 

become Chaiiman of the 
Overseas Division of the 
London based Metal Box 
Company. He has also been 
appointed a Director on the 
Board of the parent company 
in Britain. Mr Nanda aged 


48 is at present Chairman and 
Managing Director of Metal 
Boy India in Calcutta. 

Mr l .V. Rao, Vice-Presi- 
dent _ (.Operations), Larsen 
oi Toubro Limited (L&T) 
has been elected President of 
«hc Indian Fleclrical Manu¬ 
facturers' Association for the 
year 1981. Mr Rao held a 
series of responsible positions 
m marketing and administra¬ 
tion unlit he was appointed 
General Manager of Larsen 
& Toubro in 1970. In 1973, 
he was inducted on the Board 
Directors of the Company 
as Executive Director. He is 
also a Director of some of the 
companies in the L &T Group. 

Mr Rao takes active in¬ 
terest in the Association of 
Indian Engineering Industry 
(AIEJ): was the Chairman of 
AI El (Western Region) for 
the year 1977-78, He is a 
member of the Central Exe¬ 
cutive Council as well as 
Western Regional Committee 
and. is chairing important Sub¬ 
committees of AlEl. 


Bhabha Atomic Research Centre 

CIVIL ENGINEERING DIVISION 

TENDER NOTICE NO CE/186 Sealed item rate tenders arc invited upto 
3 p.m. on 6.3.81 by Chief Engineer, Civil Engineering Division, Bhabha 
Atomic Research Centre, Trombuy Bombay-400 Oto fi,r the following 
works at Tarapur from contractors on approved list of CPWD, MES, 
Railways, State PWDs having adequate experience and capabilities to 
execute such magnitude of works 

Description: PREFRE Expansion Project at Tarapur--Construction 
of Main laboratory building including Air Supply Room and Under¬ 
ground Water Tank—Civil, Internal Public Health works and active 
drains Estimated Cost; Rs. 280 lakhs. Earnest Money : Rs. 20,000/- 
Security Deposit: Rs. 7,50,000/- Period of completion : 30 calendar 
months including intervening monsoon periods. 

Tender document is prepared in two parts viz Part A and Part B* 
Part-A consists of Sections 1 to VII ot the Tender Document which give* 
form for tender agreement, conditi >ns of contract, specifications, schedule 
‘A* (list of materials to be supplied by the Department) and construction 
time schedule and Part-B Comists of Section VIII of Tender Document 
which gives Schedule of Quantities. The tender documents iPart A and B) 
can be obtained from 20.12.1980 to 21.2.1981 from »he Office of Chief 
Engineer, Civil Engineering Division, Bhabha Atomic Research Centre, 
North Site, Trombay, Bombay-400 08.\ on any working day between 10 
a m. and 4 p.m. on production of satisfactory proof of tenderer's capa¬ 
bilities, past experience, valid income-tax clearance certificate and on pay¬ 
ment of Rs 100/- per set, in cash (non-refundable). The tender document 
vv.ll not be sent by post. 

A set of tender drawings for the works will be made available to the 
tenderer in depositing an amount of Rs. 1,000/- in cash, refundable to the 
tendeicr on returning the drawings alongwith the tender. It will be obli¬ 
gatory on all tenderers to return all the drawings at the time of opening 
the tenders. 

Part‘A* will be opened on the same day at 3.20 p.m. in the presence 
of attending tenderers. Part ‘B’ containing the financial details of tender, 
will be opened at a later date to be specified and communicated to the 
tenderer. 

Tender will be kept valid for 120 days from the date of opening the 
tender (Part *A’). 
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Ruction, it ha* been possible 
largely for the industry to 
break even in this content. It 
has become incumbent upoh 
the industry to increase pro¬ 
duction in the coming year so 
that it could not only make 
available a larger quantity of 
sugar to the consumer at fair 
prices but also ensure in the 
process suffieent profits. 

The company’s two units 
at Kattur and Siruguppa had 
stabilised their operations 
during the year under review, 
crushing a total of about 
280,000 tonnes of cane. The 
company expected that it 
would ‘maintain this level of 
production if not slightly better 
it during the coming year. 
Profit during the year undei 
review was Rs 5,24 lakhs as 
against a loss of Rs 74.69 
lakhs a year before. 

Setback for 
Cadbury India 

Cadbury India’s working 
results for the current year 
ending December 31, 1980, 
have been severely affected 
by by serious crisis in in¬ 
dustrial relations. The com* 
pany is expected to make a 
“very modest profit” as against 
a profit of Rs 184 lakhs in 
the previous year. 

According to a letter sent 
by the company to the Bombay 
Stock Exchange the effect of 
the 1980 crisis in industrial 
relations will continue to be 
felt even in 1981 and the hand¬ 
some growth previously plan¬ 
ned is likely to be delayed. 

The crisis arose because of 
the company’s resistance to 
the union's new demands for 
payment of 40 per cent bonus 
m respect of 1978 and 1979 
and also the revision of the 
existing agreement which is 
valid till June 30, 1981. The 
labour resorted to a go-slow 
from March 29 and after five 
weeks the management declar¬ 
ed a lock out. The factory was 
re-opened on September 9 but 
normal production was achi¬ 
eved in the first week of Octo¬ 
ber 1980. 

The loss of production was 
estimated at 3,000 tonnes 
valued at Rs 8.40 crores. On 
account of total stoppage of 
production the stock of raw 


materials which had been pro¬ 
cured at favourable prices, 
had to be disposed of. The 
company’s apple concentrate 
project in Kashmir, which 
went on stream in September 
16 Iasi is .also going through 
severe teething troubles during 
the current year. 

During the first six months 
of the current year the com¬ 
panies sales amount to Rs 
10.07 crores against Rs 5.58 
crores of the same period last 
year and the outcome i? a 
loss of Rs 21.64 lakhs against 
a profit of Rs 25.34 lakhs. 

Rsllis India 

The Directors of Rail is 
India have recommended a 
dividend of 18 per cent for the 
year ended August 31, 1980, 
as against 15 per cent paid 
for the previous year. 

According to preliminary 
figures the profit before tax 
has increased from Rs 4.03 
crores to Rs 4.7x8 crores allo¬ 
wing higher sales of Rs 170.45 
crores against Rs 150.23 crores 
in the previous year. The net 
surplus is Rs 2.07 crores com¬ 
pared to the previous year’s 
Rs 1.60 crores, after taxation 
of Rs 2.48 crores (Rs 2.36 
crores) and investment allow¬ 
ance of Rs 22.65 lakhs (Rs 
6.77 lakhs). 

Punjab Tractors Setup 
Harvester Unit 

Punjab Tractors is setting 
up a unit for the manufacture 
of harvester combines with an 
installed capacity of 300 num¬ 
bers per annum. The project 
is estimated to involve a 
capital outlay of Rs 2.65 
crores and is expected to be 
completed by May 1981. 

The company has established 
a foundry of its own, which 
makes regular supplies of 
quality castings. 

After three years efforts, the 
company has been successful, 
in developing an export mar¬ 
ket, it has shipped the first 
consignment of 60 tractors 
worth Rs 1.10 crores. 

The company has turned 
out good results for the year 
ended June 30, 1980 and the 
Directors have stepped up the 
dividend from 12 per cent f o 
15 per cent. 


On sales of Rs 34.34 crores 
against Rs 24.12 crores in 
the previous year, the com¬ 
pany has earned a pre-tax 
profit of Rs 2.05 crores against 
Rs J. 70 crores after providing 
Rs 91.29 lakhs (Rs 73.89 
lakhs) dor depreciation. 

A sum of Rs 62.50 lakhs 
(Rs 52.30 lakhs) has been 
set aside for investment allow¬ 
ance reserve and Rs 22 lakhs 
(Rs 30 lakhs) for taxation. 
The proposed dividend on 
preference and equity shares 


will claim R$. 19.35 lakhs 
(Rs 16.05 lakhs). After certaiMi 
adjustments, Rs 3 lakhs nEn 
8 lakhs) has been transferred 

reserve and Rs 94.96 lakhs 
(Rs 67 lakhs) to genera] reserve. 

The Directors stated that 
the results could have been 
s^ill better, but for the loss 
of production due to inade¬ 
quate availability of certain 
vendor items and the fifty per 
cent pow'er cut during the 
latter half of the year. 


Readers’ Roundtable 5 

Cooperative Credit 


Dear Sir, I have read with 
interest the article ”Cost of 
Co-operative Credit : A Sam¬ 
ple Study” by SB. Lai Gupta, 
M.M. Bhalerao and U. Ven- 
kateswarlu, in your issue of 
November 28, 1980. 

1 would like to have a few 
points clarified by the authors 
of the aiticle and would be 
grateful if you could forward 
this letter to them. 

The authors have taken 
great pains in collecting and 
collating information on the 
additional expenditures that 
a farmer has to invaribly in¬ 
cur before he gets to benefit 
from the cooperative loan 
sanctioned to him. However, 

I do not see the rationale in 
treating these “acquisition 
costs”, as a percentage of the 
credit obtained. These addi¬ 
tional costs are more in the 
nature of fixed costs irrespec¬ 
tive of the size of loan ob¬ 
tained by the farmer. It would 
therefore be misleading to treat 
them as a percentage of the 
cost of credit, on par with 
the interest costs and arrive 
at generalised conclusions. 

In computing the ratio MVP/ 
MC\ the authors have taken 
the borrowed capital and its 
total cost as “marginal cost”. 
I presume that the borrowed 
capital here refers to crop 
loans which are crucial in¬ 
puts, but for the availability 
of which the cultivating opera¬ 
tions (and production) would 
be ^severely affected. This 
being so, it would be unrealis¬ 
tic to treat crop loans as 


*‘marginal” costs and reach 
conclusions on that basis. 

The article could have 
been more useful for serious 
readers like me if it had also 
included the following in¬ 
formation which, l am sure, 
the authors would have col lec- 
ted: 

(i) The average size of ho 1 * 
dings and the cropping patterlS3j| 

(ii) The average size 0 ™ 
loans obtained by each far¬ 
mer size group; 

(iii) The period of repay¬ 
ment : 

(iv) The rate of delinquency, 
if any; and 

(v) How ciucial is the loan 
for the farm operations? The 
estimation of marginal value 
product and the ratio MVP/ 
MC would depend on this. 

If the joan amount (not 
including the interest and 
acquisition costs) is treated^ 
wholly as marginal cos t , 
then, according to the finding®! 
of the study, the farmer can * 
never hope to reach a situa¬ 
tion where his farming opera¬ 
tions would provide him 
with an economic surplus. 
The whole calculation would 
again depend on the assump¬ 
tions in valuing the output. 
Perhaps the study provides a 
a case for a new look into 
agricultural product pricing. 

I may be wrong in my pre¬ 
mise but would the authors 
please enlighten me on the 
above points ! 

Thanking you, 

Yours sincerely 
S.N. KR1SHNAN 
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